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‘ KY. PUBLIC SERVICE COMMISSION ‘
Index for Case: 1999-00225 AS OF : 12/05/02
CitiPower, L.L.C.
Alternative Rate Filing Adjustment

THE APPLICATION OF CITIPOWER, LLC FOR AN ADJUSTMENT OF RATES PURSUANT TO THE ALTERNATIVE RATE FILING

PROCEDURE FOR SMALL UTILITIES
SEQ
NBR Date  Remarks
1 06/03/99 Application.
2 06/03/99 Acknowledgement letter.
3 06/17/99 Order granting request to deviate from 807 KAR 5:076, Section 1.
4 (M) 07/09/99 MOTION TO INTERVENE (E BLACKFORD AG)
5 07/16/99 Order granting motion of the Attorney General for full intervention.
6 (M) 07/16/99 AGREQ FOR INFO (AG E BLACKFORD)
7 (M) 07/19/99 REQUEST TO BE PLACED ON SERVICE LIST (ROBERT BROWN)
8 08/03/99 Data Request Order, response due 8/17/99.
9 (M) 08/05/99 AGREEMENT TO PROTECT RESPONSE TO AG REQ FOR INFO (ROBERT BROWN CITIPOWER LLC)
10 (M) 08/09/99 MOTION TO PROTECT MATERIAL AS CONFIDENTIAL TO AG REQ FOR INFO (CITIPOWER HILL)
11 (M) 08/26/99 MOTION FOR EXTENSION OF TIME TO RESPOND TO PSC REQUEST FOR INFORMATIO (TERESA HILL
CITIPOWER LLC)
12 08/30/99 Order granting ext. of time until 9/7/99 to respond to 8/3/99 Order.
13 08/30/99 Letter granting 8/9/99 petition for conf. filed on behalf of Citipower, LLC.
14 (M) 09/07/99 RESPONSE TO PSC ORDER OF AUGUST 13,99 (JANE BRYANT LAWSON CITIPOWER)
15 (M) 09/07/99 RESPONSE TO ORDER OF AUGUST 3,99 FOR RATE FILING (JANE LAWSON CITIPOWER LLC)
16 10/27/99 Data Request Order, response due 11/10/99.
17 (M) 11/05/99 MOTION FOR EXTENSION OF TIME TO RESPOND TO PSC REQ FOR INFORMATION (HILL,CITIPOWER
LLC)
18 11/17/99 Order granting motion; responses to 10/27 Order are now due 11/30/99.
19 (M) 12/01/99 RESPONSE TO PSC ORDER OF OCT 27,99 (HEATHER MCCUE CITIPOWER)
20 01/10/00 Letter to David Brock advising that PSC will set up a review of records soon.
21 03/17/00 Order setting hearing 3/29/2000; staff report, comments due 3/27/2000.
22 03/31/00 Final Order approving rates in Appendix A.
23 05/16/00 Reminder letter sent 5/16, tariff due 5/26.

24 (M) 05/16/00 MOTION FOR EXTENSION OF TIME (TERESA HILL CITIPOWER)
25 (M) 05/24/00 RESPONSE TO ORDER OF MARCH 31,00 APPROVING TARIFF (TERESA HILL CITIPOWER)

26 05/31/00 Order granting ext. of time until 6/1/2000 to file revised tariffs.
27 11/21/02 Final Order approving rates
Index for Case: 1999-00225 Page |




Paul E. Patton, Governor

Janie A. Miller, Secretary
Public Protection and
Regulation Cabinet

Thomas M. Dorman
Executive Director

Public Service Commission

Assistant Attorney General
1024 Capital Center Drive

Suite 200
Frankfort, KY 40601

CitiPower, L.L.C.

TD/sa

Enclosure

Honorable Elizabeth E. Blackford

RE: Case No. 1999-00225

Martin J. Huelsmann

= Chairman
COMMONWEALTH OF KENTUCKY »
PUBLIC SERVICE COMMISSION Gary W. Gillis
211 SOWER BOULEVARD Vice Chairman
POST OFFICE BOX 615 '
FRANKFORT, KENTUCKY 40602-0615 Robert E. Spurlin
Commissioner

www.psc.state.ky.us
(502) 564-3940
Fax (502) 564-3460

Office of the Attorney General Utility & Rate Intervention Division

CERTIFICATE OF SERVICE

[, Thomas M. Dorman, Executive Director of the Public Service Commission, hereby certify that the
enclosed attested copy of the Commission's Order in the above case was served upon the addressee by
U.S. Mail on November 21, 2002.

Executive Director

EBUCATION
PAYS

AN EQUAL OPPORTUNITY EMPLOYER MF/D




Paul E. Patton, Governor

Janie A. Miller, Secretary
Public Protection and
Regulation Cabinet

Thomas M. Dorman
Executive Director
Public Service Commission

David K. Brock
President

ibexco

P. O. Box 523
Corbin, KY 40702

RE: Case No. 1999-00225
CitiPower, L.L.C.

Martin J. Huelsmann

Chairman
PUBLIC SERVICE COMMISSION Qarycvr:/- Gillis
211 SOWER BOULEVARD Vice Chairman
POST OFFICE BOX 615

Robert E. Spurlin

FRANKFORT, KENTUCKY 40602-0615 T
Commissioner

www.psc.state.ky.us -
(502) 564-3940
'Fax (502) 564-3460

CERTIFICATE OF SERVICE

I, Thomas M. Dorman, Executive Director of the Public Service Commission, hereby certify that the
enclosed attested copy of the Commission's Order in the above case was served upon the addressee by

U.S. Mail on November 21, 2002.

TD/sa

Enclosure

Executive Director

'fﬁnucnﬂou
PAYS

AN EQUAL OPPORTUNITY EMPLOYER MF/D




Paul E. Patton, Governor Martin J. Huelsmann

Chairman
Janie A. Miller, Secretary

Public Protection and PUBLIC SERVICE COMMISSION Gary W. Gillis
Regulation Cabinet 211 SOWER BOULEVARD Vice Chairman
POST OFFICE BOX 615 .

Thomas M. Dorman FRANKFORT, KENTUCKY 40602-0615 Robert E. Spuriin
Executive Director www.psc.state.ky.us Commissioner

Public Service Commission : (502) 564-3940

Fax (502) 564-3460

Honorable Robert L. Brown li|
Attorney at Law

Citipower, LLC

1005 S. Main Street, Suite 101
Corbin, KY 40701

CERTIFICATE OF SERVICE

RE: Case No. 1999-00225
CitiPower, L.L.C.

|, Thomas M. Dorman, Executive Director of the Public Service Commission, hereby certify that the
enclosed attested copy of the Commission's Order in the above case was served upon the addressee by

U.S. Mail on November 21, 2002.

Executive Director

,}“‘
TD/sa _ 'E”ﬁ"ﬁ;é‘l\‘*l; gu
Enclosure w
' AN EQUAL OPPORTUNITY EMPLOYER MF/D




Paul E. Patton, Governor Martin J. Huelsmann

= Chairman
Janie A. Miller, Secretary
. - COMMONWEALTH OF KENTUCKY .
Public Prptectlonland PUBLIC SERVICE COMMISSION Qary W, .Gl"IS
Reguiation Cabinet 211 SOWER BOULEVARD Vice Chairman
POST OFFICE BOX 615 .
Thomas M. Dorman FRANKFORT, KENTUCKY 40602-0615 Robert E. Spurlin
Executive Director Www.psc.state.ky.us Commissioner
Public Service Commission (5(')2) 564-3940
Fax (502) 564-3460
James Curd
Manager

1 CitiPower, L.L.C.
| 2122 Enterprise Road
| Greensboro, NC 27408

CERTIFICATE OF SERVICE

RE: Case No. 1999-00225
CitiPower, L.L.C.

I, Thomas M. Dorman, Executive Director of the Public Service Commission, hereby certify that the
enclosed attested copy of the Commission's Order in the above case was served upon the addressee by
U.S. Mail on November 21, 2002.

Executive Director

o

TD/sa EDilA'l"AI ~
Enclosure PAYS

AN EQUAL OPPORTUNITY EMPLOYER MF/D




Honorable Elizabeth E. Blackford David K. Brock
Assistant Attorney General . President

Office of the Attorney General Ibexco

Utility & Rate Intervention Division P. 0. Box 523
1024 Capital Center Drive Corbin, KY 40702
Suite 200

Frankfort, KY 40601

James Curd

Manager

CitiPower, L.L.C.
2122 Enterprise Road
Greensboro, NC 27408

This is the Service List for Case 1999-00225

Honorable Robert L. Brown 111
Attorney at Law

Citipower, LLC

1005 S. Main Street, Suite 101
Corbin, KY 40701




COMMONWEALTH OF KENTUCKY

‘ : - BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
THE APPLICATION OF CITIPOWER, LLC FOR AN ) 4
ADJUSTMENT OF RATES PURSUANT TO THE ) CASE NO.
ALTERNATIVE RATE FILING PROCEDURE FOR ) 1999-00225
SMALL UTILITIES ' )
and | . : P

NOTICE OF GAS COST ADJUSTMENT FILING OF ) 'CASE NO.
CITIPOWER, LLC ’ ) 2002-00390

ORDER

On March 31, 2000, the Commission issued fts Order in Case No. 1999-00225
appfoving a rate adjustment for Citipower, LLC (“Citipower”). The rate schedule
attached as Appendix A to fhat Order provided that the first .7 Mcf for residentiél and
commercial customers'and the first .8 Mcf for industrial and institutional customers be
charged at a rate of $5.00 and fhe remaining Mcfs be charged at a volumetric rate.
However, during a financial examination of Citipower’s records -for the year ended
December 31, 2001, Commission Staff determined that Citipower had interpreted that
Order to meaﬁ that it should charge a flat rate per Mcf subject to a $5.00 minimum
charge and that, since March 31, 2000, it has billed ité customers a‘ccordingly. In order
to evaluate the reasonableness of Citipower's billing method, the Commis'sion, on its
own motion, hereby reopens Case No. 1999-00225.

The Commission’s Order in that case provided for further rate adjuétments in
accordance with the provisions of Citipower's gas cost adjustment (“GCA”) clause. The

Commission notes that on October 30, 2002 Citipower filed a GCA application




proposing an effective date of December 1, 2002. That application has been docketed
as Case No. 2002-00390.. The Commission believes that the issues in Case Nos. 1999-
00225 and 2002-00390 are inter-related and can be more efficiently and expeditiously

addressed through one consolidated proceeding.

Case No. 1999-00225

A review of the record in Case No. 1999-00225 indicates that the text inpluded in
the appendix to the final Order was based on Citipower’s response to ltem 11 of the
| Commission’s August 3, 1999 data request, wherein it explained why its billing analysis
included no minimum bill revenue. In that response, Citipower included a schedule that
represented the usage levels, by Ct.Jstome'r class, that resulted in customers receiving |
minimum bills. The schedule identified 0.0 to 0.7 Mcf as the level for residential and
commercial customers and 0.6 to 0.8 Mcf as the level for industrial and institutional
customers. Based on this response, we understood Citipower to be A_requesting a rate
d{esign that included a minimum bill for the first 0.7 or 0.8 Mcf, depending on customer
class. However, it appears that Citipower's intention was to have a rate design
consisting of a single volumetric rate as evidenced by the text of its response to that
same request, which states that, “[t]hé small amount of gas used by customers

receiving a minimum bill is not charged for, rather, the $5.00 recovers administrative

.. costs incurred by Citipower in processing. the monthily billing.” Consistent with that -

language, Citipower has been charging all Mcf séles at a flat rate, subject to a $5.00
minimum charge.

Review of the March 17, 2000 Staff Report issued in that case shows the
revenue of $215,750 produced by Citipower's proposed rates wés calculated using

Citipower's single rate method of billing rather than the two-step volumetric rate design
-2-




included in Appendix A of the Commission’'s March 31, 2000 Order. Taking this into
consideration, the Commission ﬁnds that Citipower’s method of billing and its.calculation
~of customers’ bills are reasonable and that the text of Citipower's rate tariffs should be
modified to more clearly describe its billing method. The appropriate text changes are
included in the Appendix to this Order.

Case No. 2002-00390

Citipower proposes revised rates to pass on its expected change iﬁ gas costs to
its customers. Its expected gas cost (“ECG") is $3.0331 per Mcf, a decrease of 1.69
cents per Mcf from the prior EGC of $3.05. Citipower set out an actual adjustment
(“AA") of 1.46 cents per Mcf to collect under-re-covered gas costs from May, June and
July 2002. The total AA is $1.1282 per Mcf, which is an increase of 1.46 cents per Mcf
from the previo‘us total AA. This total AA includes a previous qtjarterly AA that will
remain in effect for 36 months. These combined adjustments produce a gas cost
adjustment of $4.16'13 per Mcf, 0.23 cent Méf less than the prior rate of $4.1636.
Citipower did not propose a balance adjustmeht nor a refund adjustment.

After reviewing the records in 'both cases and being otherwise sufﬁciently
advised, the Commission finds that the rates set forth in the Appendix to this Order are ,
fair, just, and reasonable, in the public interest, and should be approved for service
rendered on and after December 1, 2002.

IT IS THEREFORE ORDERED that:

1. The rates in the Appendix to this Order are fair, just, and reasonabie, and

are effective for service rendered on and after December 1, 2002.




2. Within 20 déys of the date of this Order, Citipower shall file with this
Commission its revised tariffs setting out the rates and tariff language changes

authorized herein.

Done at Frankfort, Kentucky, this 21st day of November, 2002.

By the Commission

ATTEST:

eI T

. Executive Director




APPENDIX

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CONSOLIDATED CASE NOS. 2002-00390 AND
1999-00225 DATED November 21, 2002.

The following rates and charges are prescribed for the customers sel"ve.d‘ by
Citipower, LLC. All'other rates and charges not specifically mentioned heféin shall
‘remain the same as those in effect under authority of this Commission prior to the

effecti_ve date of this Order.

Residential and Commercial

Gas Cost
: ' Recovery
Base Rate Rate Total
Volumetric Rate $6.4592 | $4.1613 $10.6205

The volumetric rate will apply to all Mcfs sold, subject to a minimum bill of $5.00. In
those cases where the usage applied to the volumetric rate results in an amount less
than $5.00, the customer will be charged the $5.00 minimum.

Industrial and Institutional

Gas Cost -
Recovery
Base Rate : Rate Total
Volumetric Rate $5.4592 $4.1613 $9.6205

The volumetric rate will apply to all Mcfs sold, subject to a minimum bill of $5.00. In
those cases where the usage applied to the volumetric rate results in an amount less
than $5.00, the customer will be charged the $5. 00 minimum.




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
211 SOWER BOULEVARD
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

May 31, 2000

To: All parties of record
RE: Case No. 1999-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

Stephanie Bell
Secretary of the Commission
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SB/hv
Enclosure




David K. Brock
President

Ibexco

P. O. Box 523
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. 0. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Agsistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Honorable Teresa J. Hill
Counsel for Citipower, LLC
1005 S. Main Street, Suite 101
Corbin, KY 40701
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF CITIPOWER, LLC

FOR AN ADJUSTMENT OF RATES PURSUANT

TO THE ALTERNATIVE RATE FILING PROCEDURE
FOR SMALL UTILITIES

CASE NO.
99-225

ORDER

Citipower, LLC (“Citipower”), on May 16, 2000, filed a motion requesting an
extension of time to file its revised tariff rates. The Commission’s Order dated March 31,
2000 stated that this information was due within 30 days of the date of the Order.
Citipower requests Commission approval to file its revised tariff rates on or before June 1,
2000. The Commission, being sufficiently advised, HEREBY ORDERS that this motion is
granted and Citipower shall file its revised tariff rates on or before June 1, 2000.

Done at Frankfort, Kentucky, this 31st day of May, 2000.

By the Commission

ATTEST:

VpleS< Ww
Executive Bfrector




BrowN & HILL, PLLC
ATTORNEYS AT LAW
1005 S. MAIN STREET, Suite 101
Corsin, KenTUuCKY 40701

ROBERT L. BROWN I1I /§),\ (606) 528-3073
TERESA J. HILL Q@ FAX (606) 528-3289
Y, @&
May 15, 2000 5, .
O%?/ 62
L
®O¢/°¢\

Hon. Martin Huelsman

Executive Director

Kentucky Public Service Commission
P.O. Box 615

Frankfort, Kentucky 40602

RE:  Application of Citipower, LLC, Case No. 99-225
Dear Mr. Huelsman:

Enclosed please find a motion for an extension of time in order to file the
revised tariff rates for Citipower, LLC, per the Commission’s Order dated March 31,
2000.  Although the motion asks for an extension through June 1, 2000, we are
hopeful that the revision of tariffs can be filed well before that date.

Should you have any questions or comments, please do not hesitate to

contact me.

Sincerely,

e

Teresa J. Hill

TJH:bh
Enclosures




COMMONWEALTH OF KENTUCKY
BEFORE THE

KENTUCKY PUBLIC SERVICE COMMISSION /%\
2z, Q
In the Matter of: o F %
| % < &
% ¢ %@,
APPLICATION OF CITIPOWER, O
L. L. C. FOR AN ADJUSTMENT OF 63% % 2
v

ALTERNATIVE RATE FILING

)
)
RATES PURSUANT TO THE )
)
PROCEDURE FOR SMALL UTILITIES )

CASE NO. 99-225
MOTION FOR EXTENSION OF TIME
LE REVIS RIFF OF CITIPOWER, LLC
Comes now, Citipower, LLC, the Applicant in the above-styled matter, and

respectfully requests an extension to June 1, 2000, to file its Revised Tariff in

response to the March 31, 2000, Order by the Kentucky Public Service Commission.

Respectfully Submitted,

L/

BROWN &HILL, PLLC

1005 S. Main St., S-101

Corbin, Kentucky 40701

(606) 528-3073

Attorney for Applicant, Citipower, LLC
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CERTIFICATE

‘/
4

I hereby certify that the above and foregoing was on the 13 day of May, 2000,
served by mailing the original and true and exact copies of same, all postage prepaid,
addressed for delivery to:

Hon. Martin Huelsman

Executive Director

Kentucky Public Service Commission
730 Schenkel Lane

P. O. Box 615

Frankfort, Kentucky 40602

L2l

BROWN& HILL, PLLC




Paul E. Patton
Governor

Mr. James Curd
Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Dear Mr. High:

COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KENTUCKY 40602
www.psc.state.ky.us
(502) 564-3940
Fax (502) 564-3460

May 16, 2000

Ronald B. McCloud, Secretary
Public Protection and
Regulation Cabinet

Helen Helton
Executive Director
Public Service Commission

Re: Case No. 1999-225
Filing Requirements

The Commission entered its final Order in this case on March 31, 2000 approving
certain tariff revisions. The Commission ordered CitiPower, L.L.C. to submit revised
tariffs no later than April 30, 2000. To date we have not received these tariffs. They
must be filed to fully comply with the Commission's Order. Please submit two cover
letters referencing the case number along with the original and three copies of the tariffs

within ten days from the date of this letter.

convenience.

Blank tariff forms are enclosed for your

If you have questions concerning completing the forms, please contact our Tariff
Branch at (502) 564-3940, extension 252 or 263.

djw
Enclosures

Sincerely,

Sl peno

Stephanie Bell

Secretary of the Commission

L0

v A ;N
PAYS

AN EQUAL OPPORTUNITY EMPLOYER M/F/D




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
211 SOWER BOULEVARD
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(602) 564-3940

CERTIFICATE OF SERVICE

RE: Case No. 1999-225
CITIPOWER, L.L.C.

I, Stephanie Bell, Secretary of the Public
Service Commission, hereby certify that the enclosed attested
copy of the Commission’s Order in the above case was
served upon the following by U.S. Mail on March 31, 2000.

See attached parties of record.

Secretary of the Commission

SB/hv
Enclosure




David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY. 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY. 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY. 40601

Honorable Robert L. Brown
Honorable Teresa J. Hill
Counsel for Citipower, LLC
1005 S. Main Street, Suite 101
Corbin, KY. 40701




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF CITIPOWER,
LLC FOR AN ADJUSTMENT OF RATES
PURSUANT TO THE ALTERNATIVE
RATE FILING PROCEDURE FOR
SMALL UTILITIES

CASE NO. 99-225

e s vt et g

ORDER

On June 3, 1999, Citipower, LLC (“Citipower”) applied for an adjustment of its
rates for natural gas distribution- services pursuant to 807 KAR 5:076, the Alternative
Rate Adjustment Procedure for Small Utilities. Intervention was requested by and
granted to the Office of the Attorney General (‘AG”).

Citipower's proposed rates produced additional annual normalized revenue of
$40,466, an increase of 23 percent over Commission Staff's (“Staff’) normalized test
period revenue from natural gas distribution services of $174,796. Staff conducted a
limited review of Citipower’s test period financial records and issued its report on March
17, 2000, which recommended that the Commission grant Citipower an annual revenue
requirement from rates of $215,262, an increase of $40,466, or 23 percent, bas_ed on
rates proposed by Citipower in its application.

The Commission’s March 17, 2000 Order requested that all parties submit written
comments on the Staff Report within 10 days from the date of the Order. Neither

Citipower nor the AG filed a response to the Staff Report recommendations within the




prescribed comment period; therefore, the case has been submitted to the Commission
for a decision.

The Commission, after considering the evidence of record and being otherwise
sufficiently advised, finds that:

1. The recommendations and findings in the Staff Report are reasonable and
should be adopted as the Commission’s findings and incorporated by reference as if
fully set out herein.

2. The rates in Appendix A will produce gross annual natural gas distribution
service revenue of $215,750, including revenues from late payment fees, and are fair,
just and reasonable rates for Citipower.

3. In order to assure that Citipower complies with the various
recommendations adopted herein in a timely manner, Citipower should file its plan for
compliance with the recommendations contained in the Staff Report within 60 days from
the issuance of this Order.

4. Citipower should file quarterly reports 45 days after the end of each
calendar quarter beginning with the period ending June 30, 2000, to allow the
Commission to monitor its compliance with the requirements of this Order. At a
minimum, these reports should include a comparative balance sheet, a detailed income
statement, and a statement of cash flows.

IT IS THEREFORE ORDERED that:

1. The rates requested by Citipower and recommended by Staff, contained in
Appendix A, are approved for service rendered by Citipower on and after the date of this

Order.




2. Citipower shall comply with all instructions set out in Findings 3 and 4 as if
they were individually so ordered.

3. Within 30 days of the date of this Order, Citipower shall file with the
Commission its revised tariffs setting out the rates‘approved herein, showing their
effective date and that they were issued pursuant to this Order.

Done at Frankfort, Kentucky, this 31st day of March, 2000.

By the Commission

ATTEST:

L/ Do

Dtp ul‘la» Executive Director




APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 99-225 DATED MARCH 31, 2000

The following rates and charges are prescribed for the customers in the area
served by Citipower, LLC. All other rates and charges not specifically mentioned herein
shall remain the same as those in effect under authority of this Commission prior to the

effective date of this Order.

1

Residential
Minimum Bill:
0-.7 Mcf $5.00
Volumetric Rate 8.50
Commercial
Minimum Bill:
0-.7 Mcf $5.00
Volumetric Rate 8.50
Institutional
Minimum Bill:
0 - .8 Mcf $5.00
Volumetric Rate 7.50
Industrial
Minimum Bill:
0 - .8 Mcf $5.00

Volumetric Rate 7.50




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
211 SOWER BOULEVARD
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

March 17, 2000

To: All parties of record

RE: Case No. 1999-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

SB/sh
Enclosure




David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Honorable Teresa J. Hill
Counsel for Citipower, LLC
1005 S. Main Street, Suite 101
Corbin, KY 40701




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

in the Matter of:
THE ALTERNATIVE RATE FILING )
OF CITIPOWER, LLC ) CASE NO. 99-225
ORDER

On June 3, 1999, Citipower, LLC (“Citipower”) applied for an adjustment of rates
pursuant to Administrative Regulation 807 KAR 5:076, the alternative rate filing
procedure for small utilities. Having performed a limited financial review of Citipower's
operations, Commission Staff has submitted to the Commission a report of its findings
and recommendations regarding the proposed rate adjustment. A copy of this report is
attached hereto.

IT IS THEREFORE ORDERED that:

1. All parties shall have 10 days from the date of this Order to review the
Commission Staff Report and comment upon it.

2. Any party objecting to any finding or recommendation contained in the
Commission Staff Report shall file such objections in writing within 10 days of the date
of this Order. Parties submitting written objections shall identify each finding and
recommendation to which they object and state the basis for their objection.

3. If a party does not submit any objection to the Commission Staff Report
within 10 days of the date of this Order, the Commission Staffs findings and

recommendations shall be considered accepted by that party.




4, A public hearing on the proposed rate adjustment shall be held in Hearing
Room 2 of the Commission’s offices at 211 Sower Bivd., Frankfort, Kentucky on March
29, 2000, at 10:00 a.m., Eastern Standard Time.

5. Citipower shall cause to be published in a newspaper of general
circulation in the area affected by its proposed rate adjustment, no later than March 22,
2000, notice of the purpose, time, place, and date of the hearing.

6. If no objections to the findings and recommendations of the Commission
Staff Report are received within 10 days of the date of this Order, the scheduled hearing
in this matter shall be canceled and this matter shall stand submitted to the Commission
for decision based upon the existing record.

Done at Frankfort, Kentucky, this 17th day of March, 2000.

By the Commission

ATTEST:.

%W\

Executive @e’c‘f’or




STAFF REPORT

ON

CITIPOWER, LLC

Case No. 99-225

Preface

On June 3, 1999, Citipower, LLC (“Citipower”) filed an application for a rate
adjustment pursuant to Administrative Regulation 807 KAR 5:076, the Alternative Rate
Filing Procedure for Small Utilities (“ARF”). Staff has determined that the amount of
increase produced by the proposed rates is $40,466, which represents a 23 percent
increase over revenues from existing rates. In order to meet the minimum filing
requirements for an ARF, a utility must have less than 500 customers or less than
$300,000 in gross annual revenues. During 1998, Citipower met the minimum
requirements for an ARF filing.

The Commission Staff performed a limited financial review of Citipower's
operations for the test year ending December 31, 1998. The Commission’s objective
was to reduce the need for additional written data requests, and therefore, decrease the
expehse to the utility. On January 7, 2000, the Commission issued a letter specifying
what information would be needed to assist Commission Staff (“Staff’) during the field
review. John Williams and Katy Finn of the Commission’s Division of Financial Analysis
performed the field visit on January 24 to 26, 2000, at the business office of Citipower in
Whitley City, Kentucky. Dawn McGee of the Division of Financial Analysis performed a

review of Citipower’s reported revenues at the office of the Commission.




Scope

The scope of the review was limited to obtaining information to determine that the
operating expenses as reported in Citipower's application for the period ending
December 31, 1998 were representative of normal operations, and to gather information
to evaluate the pro forma adjustments proposed in Citipower’s filing. Expenditures
charged to test-year operations were reviewed, including any supporting invoices.
Insignificant or immaterial discrepancies were not pursued and are not addressed
herein.

Accounting and Record-Keeping Procedures

The company’s accounting records and procedures are subject to the
requirements established by the Uniform System of Accounts ("USoA”) prescribed for
natural gas companies in the Code of Federal Regulations (“CFR”"), Title 18, Chapter |,
Subchapter F, as well as the financial reporting requirements prescribed by the
Kentucky Public Service Commission. Several deviations from the USoA and
prescribed practices and procedures were disclosed. We have noted the following
exceptions:

Plant Records

Plant records presently maintained by the utility are insufficient to determine the
historical cost of utility property, plant and equipment. It is imperative that the cost of
plant assets be effectively controlled and accurately accounted for, because of the
importance of these costs in determining periodic depreciation charges and as a
measure of rate base. Staff recommends that a subsidiary plant ledger be maintained

with the accounting records to contain a card or sheet for each unit of property, showing




details such as description, location, cost, vendor, date of purchase or installation,
estimated salvage value, estimated cost of removal rate and method of depreciation,
depreciation accumulated to date, and capitalized repairs, replacements, and
improvements.  Supplementary information to the plant ledger would include
documentation of periodic inventories and periodic appraisals of property, plant, and
equipment for insurance purposes.

Unauthorized Amounts Charged

From September 23, 1998 through December 31,1998 Citipower charged hook-
up fees, and refundable deposits that were not authorized by the Commission. There
are no provisions for these charges in its tariff.’” KRS 278.160 requires that “each utility
shall file with the Commission, within such time and in such form as the Commission
designates, schedules showing all rates and conditions for service established by it and
collected or enforced.” Citipower is advised to cease collection of any unauthorized rate
<_)r charge until such time as it is approved in its tariff.

Maintaining Books and Records

Citipower retains the accounting firm of Ernst and Young to prepare its audited
financial statements. As of the conclusion of the field review on January 26, 2000,
Citipower's 1998 audited financial statements had not been released as “final.”

Citipower used the calendar year 1998 operating statement information included in the

1998 annual report to the Commission as the test period in this case.

' The Tariff Filing Of Citipower, L.L.C. Of Whitley City, Kentucky For Furnishing
Natural Gas Service In McCreary County, Kentucky, Case No. 97-528, September 23,
1998.




Staff requested suppbrting documentation that would verify the financial
information contained in the filing, yet Citipower was not able to supply sufficient
information to reconcile the general ledger accounts to either its “draft” audited financial
statements or the annual report to the Commission prior to the field review. Citipower
provided a general ledger that did not reconcile with the information in the annual report.
Following the field review, Citipower provided a second copy of the general ledger that
was not in agreement with the first general ledger. For purposes of this report, Staff
used the 1998 annual report to the Commission and the version of the general ledger
that was provided prior to Staff's field review. Although some information from 1999 is
used in this report, Staff determined that Citipower's 1999 records could not be relied
upon as a basis for an updated 1999 test year.

Staff emphasizes the importance of having one general ledger that can be used
as support for the financial statements. The general ledgers that were provided to Staff
did not reconcile with Citipower's 1998 annual report or its 1998 draft audit report. The
general ledger is a permanent organizational record and as such is vital in reporting to
regulatory authorities, other federal, state and local authorities, and owners or limited
liability members.

Records Retention

According to the CFR 18, Subchapter F, Section 225.3, item 10, general and
subsidiary ledgers should be retained for at least 50 years, and the trial balance sheets
of the general and subsidiary ledgers should be kept for two years. Citipower has not

complied with this section of the CFR.




The CFR 18, Subchapter F, Section 225.2(d)(2) states, “If the media form of the
record retained is other than a readable paper copy, then reader ahd/or printer
equipment and related printout programs, if required, shall be provided by the utility for
data reference.” Section (g) states, "(1) All records created or maintained in a media
and a format other than readable entries on paper shall: (i) Be prepared, arranged,
classified, identified, and indexed as to permit the subsequent location, examination,
and reproduction of the record to a readable media.”

Citipower did not produce a complete copy of their supporting/subsidiary ledgers,
transaction journals, or other supporting workpapers necessary to trace receipts and
disbursements to its general ledgers. In the general ledgers provided to Staff, the
transactions were divided into separate accounts for record-keeping purposes.
However, the general ledgers did not indicate which accounts these were.

Governing Statutes and Requilations

The operation of a utility in Kentucky is subject to statutes as provided by the
Kentucky Revised Statutes (“KRS") and to regulations as established by the Kentucky
Administrative Regulations (“KAR”). The following deviations were disclosed during the
review:

Issuance or Assumption of Debt by Utility

Citipower obtained an auto loan from the Bank of McCreary County in 1998
without prior approval from the Commission. The auto loan was issued to finance the
purchase of a 1996 Toyota Tacoma 4-Wheel Drive Truck. The loan was dated
February 10, 1998, has a four-year maturity, a 9.467% interest rate, and a total amount

financed of $18,871. A utility is required by KRS 278.300 to obtain prior approval before




assuming evidence of indebtedness payable in more than two years from the date of
issuance and/or renewing such debt for a period exceeding six years from the date of
issuance of the original debt. Prior to the test period, Citipower obtained three
additional auto loans that also required Commission approval because of the

indebtedness’ term to maturity.

Certificate of Public Convenience and Necessity (‘CPCN") for Gas Plant Additions

KRS 278.020(1) requires utilities to seek Commission approval prior to “the
construction of any plant, equipment, property or facility for furnishing to the public any
of the services enumerated in KRS 278.010.” During 1998, Citipower placed in service
in excess of $560,000 of Kentucky jurisdictional natural gas utility plant and equipment.
Staff believes that Citipower should have obtained a CPCN for the projects constructed
in 1998. Additionally, Citipower has filed no application for Commission approval of a
CPCN for any of its planned 1999 capital projects referenced in its application. Staff
doé.s. not believe the extensions of this scope qualify for treatment as “extensions in the
ordinary course of business” under the statute.?

Purchase of McCreary Natural Gas Systems, Inc. (“McCreary”) Assets.

Citipower was initially formed to purchase McCreary's assets. The purchase
took place on September 26, 1996. Staff requested data or any studies performed to
determine the original cost of the assets purchased. Citipower provided McCreary's

balance sheet for the year ended December 31, 1995. However, no up-to-date detailed

2 807 KAR 5:001, Section 9(3), provides that in order to qualify as an extension
in the ordinary course of business, said extensions should not “involve sufficient capital
outlay to materially affect the existing financial condition of the utility involved, or will not
result in increased charges to its customers.”




supporting information was provided concerning the cost of the assets to the original
purchaser. This information is required by the USoA for use in recording utility plant
asset purchases. According to the USoA, all amounts included in the accounts for gas
plant acquired as an operating unit or system “shall be stated at the cost incurred by the
person who first devoted the property to utility service. All other gas plant shall be
included in the accounts at the cost incurred by the utility.™

Citipower’s acquisition of McCreary's assets should have been accounted for in
accordance with the USoA. The amounts included in the gas plant accounts of
McCreary should have been recorded on Citipower’'s books at the cost to the original

purchaser. If that amount is not known, it should be estimated. Pursuant to the USoA,

the following journal entries should be made to effect the purchase of another utility’s

assets:
a. To record the purchase of assets:
Acct 102 — Gas Plant Purchased or Sold XXXX
Acct 130 — Cash XXXX
b. To record original cost of plant, estimated if not known:
Acct 101 — Gas Plant in Service XXXX

Including entries to accounts # to #
Acct 104 — Gas Plant Leased to Others XXXX

Acct 105 — Plant Held for Future Use XXXX

® 18 CFR, Chapter 1, Part 201, at Gas Plant Instructions, Section 2(A).




o ®
Acct 105.1 — Production Properties Held
for Future Use XXXX
Acct 107 — Construction Work in Progress XXXX
Acct 102 — Gas Plant Purchased or Sold XXXX
c. To record accumulated depreciation, depletion and amortization
incurred up to the time of transfer:
Acct 102 — Gas Plant Purchased or Sold XXXX
Acct 110 — Accumulated Provision for XXXX
Depreciation, Depletion and Amortization
of Gas Utility Plant
d. Any amount remaining in Account 102, Gas Plant Purchased or
Sold, should be closed to Account 114, Gas Plant Acquisition Adjustments (“GPAA”):
Acct 102 — Gas Plant Purchased or Sold XXXX
Acct 114 — Gas Pléht Acquisition
Adjustment XXXX
OR:
Acct 114 — Gas Plant Acquisition Adjustment XXXX
Acct 102—Gas Plant Purchased or Sold
Sold XXXX
Pursuant to the USoA, amortization of the GPAA may be recorded in account
425, Miscellaneous Amortization. The amortization period cannot exceed “the

”4

remaining useful life of the properties to which such amounts relate.™ The Commission

4 18 Code of Regulations, Chapter 1, Part 201, Section 114.
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must approve any exceptions to the amortization period. ‘Citipower made no request for
approval of a GPAA.

The USoA provides that if the original cost of the assets is not known, the cost
should be estimated. This process would require taking an inventory of the assets
purchased in the original transaction with McCreary and determining the estimated cost
to construct those assets using acceptable indices and appropriate cost valuation
techniques to arrive at the estimate. Staff believes that Citipower should determine
whether it could undertake this study with its own personnel or whether it should use a
professional consultant to conduct the original cost study. The study should be
conducted prior to Citipower's next rate adjustment request. If the study is not
completed, Citipower may be subject to having the total investment excluded for

ratemaking purposes.

Staff Recommended Accounting and Rate-Making Adjustments

Citipower presented its test-year operating statement based on its annual report
to the Commission for the calendar year 1998. Citipower  proposed numerous
adjustments to its test-year operations. Based on the review of the proposed
adjustments, Staff recommends that none of the requested adjustments be accepted for
ratemaking purposes. The adjustments proposed by Citipower were not quantified
based on appropriate utility ratemaking methodology, and do not meet the “known and
measurable standard.” Citipower gave general descriptions of adjustments without
explanations any supporting documentation or explanation that is necessary to evaluate

the reasonableness of the proposals.®

* Citipower's response to Item 3.d. of the Commission’s August 3, 1999 Order.
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Although not accepting any of the adjustments proposed by Citipower, Staff has
made adjustments where sufficient information is available from the field review and the
public record to make the appropriate adjustment. The Staffs evaluation of the
adjustments is discussed below. Schedule | contains a proforma income statement with
the allowable adjustments.

Normalized Revenues

Citipower proposed normalized jurisdictional revenues of $132,465 in its
application. This amount, reported in Schedule E of the application, consisted of
$128,817 in gas sales revenue, $3,160 in minimum bill revenue and $488 in late
payment fees. The sales revenue was based on Citipower’s retail rates in effect during
1998 and its actual sales volumes for calendar year 1998.

Citipower has been operating as a Local Distribution Company (“LDC") under the
Commission’s jurisdiction for a limited period of time and it only had two years of
financial information on file with the Commission at the time it filed its application.
Based on a review of that information, for calendar years 1997 and 1998, as well as
Staff's review of additional information for part of 1999, two conclusions can be made.
First, Citipower's average Mcf sales per residential cusfomer were less during the 1998
test year than during either 1997 or 1999. Second, Citipower has experienced
substantial customer growth, both during 1998 and 1999. Staff’s field review found that
Citipower had 363 total customers at the end of 1999, an increase of 72% over the 211
customers it had at the end of 1998. Because of the lower per-customer sales during
the test year and in recognition of the growth Citipower is experiencing, Staff

recommends two adjustments to Citipower's proposed normalized revenues.
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The first adjustment is a sales volume normalization adjustment. For calendar
year 1998, especially for the residential class, sales volumes did not appear
representative of normal on-going levels. The 1998 per customer usage was lower than
in both 1997 and in the first five months of 1999 for which monthly usage data was
available. To provide a more representative level of sales, Staff felt it was appropriate
to develop weighted average sales volumes based on the information available for
1997, 1998, and the first five months of 1999. This approach produced mixed results;
the residential and industrial monthly weighted averages were higher than the 1998
sales while the commercial and institutional monthly weighted averages were lower than
the 1998 sales. Given the rather limited amount of historical information available and
the fact that residential usage is more temperature sensitive than usage of other
customer classes, Staff believes this averaging approach is appropriate. Staff
calculated normalized test year revenue of $124,120 from this information.

The second adjustment is a customer growth adjustment to recognize additional
revenue that would have been generated if Citipower had served the 1998 year-end
customer level for the entire test period. Using the same weighted average monthly
usage per customer as used in the previous adjustment, Staff calculated the revenue
that would have been generated based on the 1998 year-end number of customers.
This year-end customer adjustment, which is shown in Schedule iI, is a standard
adjustment made by the Commission in rate cases, produces normalized test year

revenues of $174,796.
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Non-Jurisdictional Revenue and Purchased Gas Expense

During 1998 Citipower sold gas purchased from its affiliated company, Forexco,
Inc., to Citizens Gas Utility District (“Citizens Gas”), a natural gas utility district serving
Scott and Morgan Counties, Tennessee. These sales for resale totaled $54,276 for the
calendar year 1998. These sales are not subject to the authority of the Kentucky PSC.

The only revenue included in Account 483, Sales for Resale, is revenue derived
from Tennessee. Therefore, Staff recommends an adjustment decreasing sales for
resale by the entire amount of $54,276.

The purchased gas expense of $49,709 related to sales to Citizens Gas on
Citipower’s application is consistent with the amount reported on the annual report to
the Commission. However, since this cost relates to non-jurisdictional (Tennessee)
sales the expense should be removed from Citipower's projected revenues and
expenses. Accordingly, Staff recommends an adjustment decreasing purchased gas
expense by the enﬁre amount of $49,709.

Purchased Gas Expense

Citipower proposed normalized jurisdictional purchased gas expense of $54,669
based on the 26,788 Mcf purchased in 1998 at an average cost of $2.0408. Information
provided by Citipower during the field review indicates that the test year average cost of
$2.0408 is lower than that expected in the future. However, due to the potential for gas
cost fluctuations and the fact that such fluctuations are recoverable through the GCA

mechanism, the test year average cost was accepted by Staff.
Staff adjusted the normalized purchased gas expense to reflect the average

annual usage volumes used to calculate the normalized revenues. The adjusted
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volume is 28,397 Mcf, which includes a 5% allowance for line loss. Using this approach

produces a normalized purchased gas expense of $57,953.
Miscellaneous Service Revenues

Citipower included two sub-accounts in its test year-end balance for
miscellaneous service revenues: sub-account 488.2, Late Charges Collected, with a
balance of $488; and sub-account 488.3, Hook Up Fees Collected, with a balance of
$25,977. Based upon Staff's review of these accounts, certain charges to customers
were erroneously included as revenue.

The Commission approved a change in Citipower’s tariff on September 23, 1998.
After that tariff change, Citipower could no longer charge a tap fee of $100 per customer
or a refundable customer deposit in the amount of $200. The previously mentioned
account balances were a significant portion of the Hook-Up Fees Collected account.
Charges for tap fees should be recorded as contra-assets to the plant accounts being
-co.nstructed. Refundable customer deposits should be recorded in account 235,
Customer Deposits. Charges for service line installation and the extra service line fees
should be included in USoA Account 415, Revenues from Merchandising, Jobbing, and
Contract Work. If Citipower continues to install service lines to its customers, it should
isolate and identify costs associated with those installations and record the costs in
account 416, Costs and Expenses of Merchandising, Jobbing and Contract Work.
Citipower should also be aware that when the -customer pays for distribution line
extensions of more than 100 feet, the payment by the customer should be recorded in

account 252, Customer Advances for Construction, and refunded according to 807 KAR

5:022, Section 9.
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Following is a list of the items and the amounts that Citipower included in
Account 488 for the test year 1998:
Account 488—Miscellaneous Service Revenues:
Account 488.2-—Late Charges Collected $ 488
Account 488.3—Hook up Fees Collected

A. Additional Audit Adjustment

-Unearned Well Hook-Up Fees $10,000
B. Customer Deposits
Before 9/23/98 2,400
After 9/23/98 800
Returned Security Deposit (250)
C. Service Line Charges 6,500
D. Extra service line fees 1,097
E. Non-tariffed Tap Fees
After 9/23/98 1,200
F. Non-Recurring Tap Fees
Before 9/23/98 300
G. Non-Recurring Miscellaneous Charges 3,442 :
Total Account 488.3 $25,689

To adjust for unexplained difference

between annual report and general

ledger 20
Total Account 488 26,17

(=]

\l

items A, B, C, and D from the above schedule, totaling $20,747, should be
removed from account 488 because they were initially posted to the wrong account.
Item A should be included in Account 238, Other Current and Accrued Liabilities, Item B
should be included in Account 235, Customer Deposits, and Items C and D, totaling
$7,597 should be included in Account 415, Revenues from Merchandising, Jobbing, and
Contract Work. The $1,200 in Iltem E consists of non-tariffed items that were
erroneously collected after the September 23, 1998 filing of the new tariff. The new

tariff did not include these charges; therefore, they are not allowable. The charges in
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Item F of $300 were excluded because they are non-recurring. The revenues in ltem G
totaling $3,442 were not sufficiently explained in the general ledger and Staff was
unable to determine the nature of these charges. Consequently, Staff has not included
these revenues for ratemaking purposes. Therefore, Staff recommends an adjustment
decreasing miscellaneous service revenue by $25,689 to exclude the above amounts.

The only charge identified in Citipower's records that should be included in
miscellaneous service revenues is a late payment fee, which is 10 percent of a
customer’s bill. In 1998, late fees totaling $488 were charged to account 488.3 in
Citipower's general ledger. This fee is included in Citipower's tariff. Therefore,
Citipower’s miscellaneous service revenues should be $488.

Citipower included in Schedule A to its application, in ltem Il, a $19,275 increase
to other revenue. The notation for the adjustment was “taking into account 70 new
customers added.” Considering the amounts that Citipower has historically posted to
these accounts, the potential customer charges according to the current tariff and
Citipower’s explanation, Staff finds no basis for including the proposed adjustment.

Salaries, Wages and Other Compensation

Citipower proposed six adjustments to salaries, wages and other compensation.
First, it proposed an adjustment to increase administrative and general salaries by
$100,000 for 1/3 of the management and office salaries paid by an affiliated company,
Forexco, Inc. (“Forexco”), for services performed on behalf of Citipower at Forexco's

office in Greensboro, North Carolina. These proposed salaries were for work performed
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in Greensboro by Forexco employees Daniel Forsberg, H.V. McCue and J.B. Lawson,
CPA?

The salary allocated to Citipower for Daniel Forsberg represented “duties
customary of President/CEQ” in the amount of $73,600. H.V. McCue’s salary allocation
to Citipower in the amount of $8,250 was for “accounting . . . and administrative/clerical”
work. J.B. Lawson, CPA's work on behalf of Citipower was for “oversee[ing] . . .
accounting; . . . prepar[ing] internal financial statements . . . and provid[ing] financial
information for management decision-making” in the amount of $18,150. Staff finds the
allocations for Ms. McCue and Ms. Lawson reasonable. These Forexco employees’
salary allocations to Citipower are 50 percent to customer accounting and collecting and
50 percent to administrative and general salaries and wages. However, due to other
forms of compensation to Mr. Forsberg and the lack of a better description of the
services he performed, the allocation of pay by Forexco is not considered reasonable
and has been excluded by Staff for ratemaking purposes. Citipower's response to ltem
4. A. of the July 16, 1999 AG data request said the adjustment for Mr. Forsberg’s salary
allocation was in error.” Staff agrees that the explanation of work he performed is
insufficient support to allocate affiliated company expenses for recovery of his services

from Citipower's ratepayers.

® Citipower's response to Item 4 of the Attorney General's (“AG”) July 16, 1999
data request.

7 The proposed adjustment allocating part of Mr. Forsberg’s Forexco salary to
Citipower was eliminated in Citipower's response to ltem 3.d. of the Commission’s

August 3, 1999 Order.

-16-




During the test year, Citipower reported total officers compensation and
consulting expense of $251,840. Citipower proposed adjustments to wages and
salaries to decrease officer's compensation and consulting expense by $50,000, and to
reduce commissions by $10,000. Citipower's only explanation for the adjustments was
“based on investments sold.” These accounts included only non-cash compensation
that was offered to officers in exchan_cje for raising equity capital from investors in
Citipower. In regard to the non-cash officer's compensation and consulting expense,
Citipower stated its “management does not . . . believe it is appropriate to include such
items in Citipower's rate base.” However, Citipower made no adjustment to exclude
the proposed officer's compensation and consuiting expense in its revenue requirement
calculation. Staff agrees that the non-cash compensation for raising equity capital
should not be included in operating expenses recoverable from ratepayers. Staff
recommends a decrease to administrative and general salaries for the entire officer’s
compensation and consulting expense in the amount of $251,840. For the same
reason, Staff recommends that the non-cash commissions of $25,774 that were
included in administrative and general salaries be excluded from operating expenses.

Total salaries and wages paid, according to Citipower's general ledger in the
amount of $176,761 during the 1998 test year, were included in administrative and
general salaries, account 920. According to payroll records maintained by a
computerized payroll service for Citipower, the total salaries and wages paid by

Citipower during the test period totaled $175,569. Accordingly, Staff recommends a

& Citipower’s response to Item 7 of the Commission’s August 3, 1999 Order.
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decrease to administrative and general salaries of $1,192 to balance with subsidiary
payroll records.

Citipower proposed a $20,005 adjustment to decrease by one-third the salaries
and wages of the operations manager and the office manager/bookkeeper in Whitley
City, Kentucky for services that they provided to Forexco, an affiliate of Citipower with
gas production operations in Kentucky. Staff recomputed this adjustment to be a
$26,805 decrease in administrative and general salaries.® The difference is $6,800.

According to its response to Item 12 of the Commission's October 27, 1999
Order, Citipower provided laborers to perform well hook-up and reclamation work. The
estimated total cost of this work during the test year was $5,240. There is no evidence
that this work relates to the Kentucky PSC jurisdictional operations of Citipower. Any
cost of this nature that is related to the production of gas to sell in the interstate market
should not be included in the revenue requirements of Citipower. Therefore, Staff
recommends that this amount be excluded from administrative and general salaries for
ratemaking purposes.

After its pipeline and distribution system expansion was completed in June 1999,
Citipower reduced its workforce. The employees remaining are the operations
manager, office manager, a part-time office assistant, and two laborers. Staff
normalized the salaries of the operations manager, office manager, and office assistant

based on 1998 hours worked and rates effective at the time of the field review. The two

® According to its response to ltem 12 of the Commission’s October 27, 1999
Order, Citipower's “allocations for James Curd and Janice Ross . . . [are] one-third
allocation of each employee’s salary based on an estimate of hours spent providing
services for Forexco, Inc.”
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remaining laborers' wages were normalized using a 2,080-hour work year and actual
hours of overtime as worked in 1998. The salaries and wages of the other laborers
employed during 1998 were considered to be allocated to construction during the test
year. Thus, Staff has decreased operating expenses by $56,934 for non-recurring
expenses related to construction labor.

After allocating one-third of the operations manager's and office manager’s
salaries to Forexco, the remainder of their salaries was allocated between distribution
supervision, customer accounting and collecting, and administrative and general
salaries. The office assistant's wages were allocated 100 percent to customer
accounting and collecting.

Citipower’s laborers’ normalized salaries are allocated 75 percent to Account
761, Distribution Mains and Services Labor, and 25 percent to Account 901, Customer
Meter Reading Labor. In normalizing these laborers’ wages, Staff increased
administrative and general wages (Citipower's direct wages) and operating expenses by
$11,227. Schedule V contains an allocation of normalized salaries which explains how
these salaries are allocated to the various expense accounts.

Additionally, in its 1998 annual report to the Commission, Citipower included
amounts in the salaries and wages Account 761, Distribution Mains and Services Labor
in the amount of $8,063, and Account 902, Customer Accounting and Collecting Labor
in the amount of $14,713. Staff found no support for these amounts in Citipower's
records and accordingly, operating expenses are being adjusted to decrease these

account balances in the amounts of $8,063 and $14,713, respectively.
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Citipower proposed two additional adjustments to wages and salaries. One was
to increase contract labor by $10,400 to hire an individual to perform easement work.
Because Citipower is recording the costs of obtaining easements as capital
expenditures, Staff does not find support for including these expenses as operating
expenses subject to rate recovery. Also, Citipower proposed an additional cost
increase for marketing salaries, “to promote new customer hook-ups.”® Citipower did
not demonstrate by its explanation that this new position is required to provide gas
service to the customers of Citipower. Therefore, Staff has not included this proposed
adjustment as a recoverable operating expense from Citipower’s ratepayers.

A summary of the salary and wages adjustments made by Staff is as follows:

Acct. No. Total Acct. 920, | Acct. 760, | Acct. 761, | Acct. 901, | Acct. 902,
& Title / | Salaries & | Admin. & Distr. Distr. Meter Acctg. &
Narrative Wages General Supr. Labor Reading | Collecting
Per 1998

Annual $477,151 | $454,375 $-0- $8,063 $-0- $14,713
Report

Forexco

Work for 26,400 13,200 13,200
Citipower

Non-cash

Salaries & | (277,614) | (277,614)

Comp.

Subsidiary

Record (1,192) (1,192)

Difference

Citipower

Admin. & | (26,805)| (26,805)

Labor for (5,240) (5,240)

Forexco

Non-

Recurring (56,934) (56,934)

Labor

1% Citipower's response to Item 3.d. of the Commission’s August 3, 1999 Order.
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Normalize
Laborers’ 11,227 11,227
Wages
Eliminate
Amounts (22,776) (8,063) (14,713)
Not
Supported

Reclassify
to Various -0- | (71,007) 20,773 27,485 9,161 13,588

Accounts

Staff _
Adjusted $124 217 $40.010 $20,773 $27.485 $9.161 $26,788

Balances

Taxes Other Than Income Taxes

Taxes other than income taxes should include employer payroll taxes, the PSC
assessment fee, licenses (representing other taxes) and property taxes. Staff
recomputed employer payroll taxes based on normalized employees and salaries and

wages as follows:

Total Adjusted Test Year Salaries and Wages $124 217
FICA and OASDI tax rate 7.65%
FICA and OASDI taxes — employer portion computed $ 9,503
State Unemployment (“SUI") wages subject to tax $ 32,000
SUl tax rate 3.00%
SUI tax computed on applicable employee wage limit $ 960

Federal Unemployment (“FUTA”) wages subject to tax$ 28,000

FUTA tax rate 0.80%

FUTA tax computed on applicable employee wage limit $ 224
SUBTOTAL $ 10,687

Amount reported on annual report to the Commission $ (14,376)

Retail Sales Revenues (as normalized) subject

to PSC assessment fee $174,796
Rate of 1.667 per $1,000 revenue (X) 1.667
(+) 1,000
PSC assessment fee computed $ 292
Amount reported on annual report to the Commission $( 216)
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Licenses included in sub-account 928.2 per

general ledger 513
Property taxes substantiated on Citipower's general ledger $ -0-
Property taxes reported on annual report to the Commission $(1.152)
Staff adjustment to test year balance, taxes other than

income tax $ (4.252)
Test year balance reported on the annual report $ 15,744
Staff Adjusted Test Year Balance $ 11,492

Injuries and Damages

Citpower's injuries and damages account balance of $16,350 included employee
health, dental and life insurance premiums totaling $11,55_6 that should have been
posted to Account 926, Employees’ Pension and Benefits. The $16,350 balance also
included $207 that Staff was unable to trace to Citipower's general ledger.

Citipower proposed a $1,481 increase to injuries and damages for workers
cdmpensation. This was based on a December 1998 Workers compensation audit by
Kentucky Employers’ Mutual Insurance. Staff has not accepted this adjustment as
proposed due to the reduction of the salaries and wages accounts addressed in the
salaries and wages section of this report. A computation of Citipower's workers
compensation premium based on normalized wages is provided below. The calculation
is based on the workers compensation rates on Citipower's January 1, 2000 invoice
from Kentucky Employers’ Mutual Insurance. Staff's calculation assumes Kentucky
workers compensation rates for Citipower's employees located in Kentucky. In
allocating wages to Forexco, Staff has not calculated the difference in wages caused by

the differing workers compensation rates in Kentucky and North Carolina because the

result would be inconsequential.
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Adjusted Total Citipower Salaries and Wages $124,217

Base Premium Calculation:

Total office employees’ class salaries $ 25,660
Rate per $100 of compensation $0.38 x_.0038
Base Premium on office employees’ class $ 98

Total employees’ class salaries for natural gas

Local distributing, drivers, etc. $ 98,557
Rate per $100 of compensation $4.11 x_.0411
Base Premium on employees’ class for natural
Gas local distributing, drivers, etc. $ 4,051
Premium portion $ 118
Base Premium calculated ' $ 4267
Rate Adjustment Factor $ (640)
Expense Constant $ 140
Subtotal $ 3767
Kentucky Special Fund Assessment of 9% $ 339
Staff computed workers compensation policy premium $ 4,106
Less: Account no. 925 balance per annual report $ 16.350

Staff recommended adjustment to injuries and damages $ (12244)

Employee Pensions and Benefits

Citipower included $3,795 in Account 926, Employee Pensions and Benefits in its
1998 annual report. Citipower has a simplified employee pension plan (“SEP”) for its
employees. For each employee participating in the plan, Citipower matches up to three
percent of an employee’s salaries or wages when the employee contributes three
percent or more of his/her salary or wages. Staff has calculated the adjusted cost for
Citipower's SEP, taking into account the number of employees at the time of the field
review, their normalized salaries, and each individual leve! of participation.

As previously discussed, Citipower did not include employee insurance benefits
in the Emp‘ioyee Pensions and Benefits account. Instead, Citipower erroneously

included these expenses in Account 925, Injuries and Damages. As shown below, Staff
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has computed the adjusted employee insurance benefit expenses based on the present
level of personnel and the current policy premium costs reflected on recent invoices.

SEP Pension Expense:

Employees contributions for the testyear ...  $ 98,720

Employer matching rate 3.00%

Citipower SEP pension expense computed $ 2,961

Employee Health, Dental and Life Insurance:
Monthly health ins. premium per employee $ 106
Monthly dental ins. premium per employee $ 19

Total monthly premiums $ 125
Total Citipower employees at time of review 4
Total health & dental premiums $ 500
Times the number of months in a year x_ 12
Annualized health & dental ins. expense $ 6,000
Life insurance provided operations manager $ 547
Citipower employee benefit expense computed $ 6547
Staff computed adjusted balance $ 9,508
Less: 1998-account no. 926 balance per annual report $ 3795
Staff adjustment to employees pensions & benefits $ 5713

Customer Installation Expenses, Maintenance of Meters, and Other Plant

In its annual report to the Commission, Accounts 764, 768 and 769 contained
expenses described on Citipower's general ledger as materials, labor and “new
customer hook-ups and customer repairs and maintenance.”

The annual report balance for Account 769, Maintenance of Other Plant, included
one unsubstantiated audit adjustment from the general ledger that increased the
account by $32,883. The description was “to correct PPE [property, plant and
equipment].” Citipower was asked to provide its auditor's workpapers, but only provided
a trial balance and adjustments, without any other supporting documentation.
Consequently, there is no explanation available for the $32,883 adjustment. Another
transaction included in this account was to “B.K.R. Well Service Company” in the

amount of $1,540. This transaction was a portion of a split invoice with additions to gas
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blant and equipment, with no allocations noted on the invoice and no explanation of
what the $1,540 represented. Staff has excluded these items for ratemaking purposes.

Citipower's sub-category of customer hook-up expense appeared to be included
in Account 764, Customer Installation Expense on the annual report in the amount of
$14,998. Many of the vendors listed on the general ledger are the same as those
providing construction services. Several of Citipower's invoices do not provide an
allocation by account number of items purchased. Notation of the accounts to which
invoices are charged should be provided on the invoice and/or the check voucher in
order to distinguish expense items from capital items. Citipower did not provide any
form of transaction journal or any other ledgers that would show the accounts to which
the costs were posted in the general ledger. Based on the above explanations, Staff
recommends that the $14,998 in Account 764, Customer Installation Expenses, be
removed from operating expenses and added to the gas plant and equipment account
381 as a depreciable asset. Staff could not locate any support on Citipower's general
ledger for the $1,950 included on its annual report to the Commission included in
Account 768, Maintenance of Other Meters. Since no support could be found for the
$1,950 Citipower included on the annual report in the Account 768, Maintenance of
Meters, Staff recommends this amount be disallowed from operating expenses for
ratemaking purposes.

Staff recommends that the entire balance of $34,693 in Account 769,
Maintenance of Other Plant, be removed from operating expenses and reclassified as
gas plant and equipment. Lacking better documentation, this reclassification to gas

plant and equipment should be allocated between Kentucky jurisdictional assets and
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non-jurisdictional assets placed in service during 1998. These adjustments bring Staff's
recommendation for total reductions to operating expenses from these accounts to

$51,641. Depreciation for the cost reclassifications will be addressed later in this Staff

Report.

Uncollectible Accounts

Staff has computed an adjustment to Account 904, Uncollectible Accounts,
based on Citipower's 1998 uncollectible rate of $72 divided by $131,288, or 0.0548
percent. Normally, Staff requires three or five years of data for an adjustment of this
nature. However, because Citipower has not been subject to Commission regulation
that long, the 1998 data is reasonable.

Retail Sales Revenues (as normalized) subject

Applied to uncollectible experience rate $174,796

Rate of 0.05% (X) .0548%
Uncollectible accounts computed $ . 96
Amount reported on annual report to the Commission $ ( 72)
Staff recommended adjustment $ 24

Outside Services Employed

Citipower reported $77,673 in Account 923, Outside Services Employed.
Citipower proposed to reduce its account to reflect a $5,000 decrease in engineering
costs and a $15,000 decrease in legal costs.

Invoices for legal expenses incurred with the Law Offices of Robert L. Brown, il
during 1998, as well as the response (Schedule A) to Item 1 of the AG’s July 16, 1999
data request showed charges for direct work on utility business research, assistance
with interpreting Kentucky employment statutes, the preparation of an employee
handbook of company employment policies, communication with Commission Staff,

research on statutory and regulatory requirements, preparation of responses to
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Commission Orders, revisions to tariffs submitted in Citipower’s initial tariff filing case,
and communications regarding future service to the planned federal prison. These
readily identifiable legal expenses have been included for ratemaking purposes. Many
of the invoice descriptions included discussions with politicians, discussions about state
legislative bills, discussions with localities where Citipower has no franchise to serve the
public (i.e., Monticello), extensive work on leases, easements, wells and well
operations, and the conduct of business in Tennessee. These kinds of charges are not
included for ratemaking purposes by Staff because they are either unrelated to
Citipower utility business operations or are unrelated to jurisdictional operations. A
significant portion of these bills appears to be related to legal work for Forexco (e.g.,
discussions with localities where Citipower has no franchise to do business, work on
leases, easements, wells and well operations). In instances where professional
services are performed for affiliated companies, the services should be billed directly to
the company for which the service is performed.

In regard to the remaining legal services, a legal claim of settlement in the
amount of $7,405 was unexplained.'" Also, $20,000 of charges by Peter D.W.
Heberling were for services in connection with Citipower raising equity capital.'? Both of
these are non-recurring charges. Additionally, Heberling’s service is a cost of equity

funding, not an operating expense. As such, both costs are disallowed for ratemaking

purposes.

"' Citipower's response to ltem 1 of the Attorney General's (‘AG”) July 16, 1999
data request.

2 4.
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The accounting, tax and payroll services that are allowed for rate-making
purposes according to the table below are amounts that are supported in Citipower's
general ledger. Invoices in support of engineering services were not provided for Staff
review and are not supported in Citipower's general ledger; thus the expense has not
been included for ratemaking purposes.

Following is a table of the outside services employed expenses that have been

included and excluded for ratemaking purposes.

Allowed for Rate | Disallowed for Rate

Sub-categories Totals Recovery Recovery
Acctg., tax &
payroll services $ 5,118 $ 4,008 $ 1,110
Legal — Brown Law
Offices $ 30,878 $ 10,412 $ 20,465
Legal — Akin,
Gump, Strauss $ 2,389 $ 2,389 $ -0-
Legal — Peter D.W.
Heberling $ 20,000 $ -0- $ 20,000
Legal — Claim
Settlement $ 7,405 $ -0- $ 7,405
Engineering fees $ 11,883 -0- $ 11,883

Totals $ 77,673 $ 16,809 $60,864

Property Insurance

On its 1998 annual report to the Commission in Account 924, Property
Insurance, Citipower reported a balance of $7,642. According to Citipower's most
recent invoices, it has annual premiums for general liability and umbrella policies
totaling $8,354. Therefore, Staff recommends an adjustment to increase operating

expenses for the property insurance adjusted balance in the amount of $712.
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Rents

Citipower reported no Account 931, Rents, on its 1998 annual report to the
Commission. Citipower included in Account 930.1, Miscellaneous General Expense, a
total of $6,000 for storage rental. Because the majority of the pipeline and distribution
system construction ceased in June 1999, management is no longer renting the storage
space. A smaller unit was rented at $150 per month or $1,800 annually for supplies and
equipment storage. Staff has included the $1,800 annual rental expense in Account
931, Rents.

As part of its purchase of McCreary Gas, Citipower bought a log office building in
downtown Whitley City and recorded it on both the general ledger and depreciation
schedule at a cost of $125,000. Citipower was not able to provide a copy of the deed to
this building as documentation of the purchase price. The building appears to exceed
the size that would be needed to operate daily activities for a utility of Citipower’s size.
Furtherfr{ore, because the building was acquired from a previous owner, the cost
recorded on Citipower's books for depreciation should have been the cost to the first
user of the property, or an estimate thereof. Citipower provided no substantiation to
Staff for either the original cost of the property or an estimate of that cost. In the portion
of this report dealing with depreciation expense, Staff has disallowed the depreciation
on the building in the amount of $5,000 for ratemaking purposes. In the portion of this
report entitled Insurance Expense, Staff disallowed the cost of property insurance on
the office building for ratemaking purposes. Furthermore, no property tax expenses
were substantiated in its general ledger, although $1,152 was included on Citipower's

1998 annual report to the Commission. Therefore, Staff is disallowing costs directly
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associated with operating expenses for the office building for rate-making purposes. In
lieu of depreciation, taxes, and insurance on the office building, Staff has included a
monthly rent expense of $400 for a total annual expense of $4,800. Staff believes this
amount is reasonable based on experience with other small utilities.

Amortization Expense

In its 1998 annual report to the Commission, Citipower erroneously reported
$14,670 in Account 406, Amortization of Gas Plant Acquisition Adjustments. In its
response to the Commission’s August 3, 1999 Order, Citipower stated that the
amortization expense resulted from organizational costs, not a gas plant acquisition
adjustment. Citipower's general ledger shows total amortization expense of $15,132 in
contrast to the amount in the annual report of $14,670.

Citipower's 1998 annual report to the Commission contains organizational costs
recorded during the test year in the amount of $73,350. This was identified in the
supportiné échedule of the report on page 5, line 1 as “allocation of original purchase.”
Citipower’s general ledger shows “Intangible Plant — Goodwill — Other” in the amount of
$75,648. Citipower provided no supporting workpapers or any explanation of this item.
Due to the lack of supporting documentation for this item, Staff has excluded recovery
of amortization expense in the amount of $14,670 for ratemaking purposes.

Office Supplies and Expense

In its 1998 annual report to the Commission, Citipower included $10,978 in
Account 921, Office Supplies and Expenses. Citipower proposed an adjustment to

decrease office supplies and expenses by $2,500. However, it did not provide an
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explanation of its proposed adjustment.'® From Citipower's general ledger, Staff found

the following sub-accounts in support of the office supplies and expense account

balance:
Sub-Account No. Account Title Account Balance
921.1 Office Supplies $4,851
921.2 Office Cleaning 945
921 Office Supplies/Exp. — Other 1,352
Total Account Balance per Citipower’s General Ledger, 1998 $7,148

Staff found two items in these accounts that do not belong in operating expenses
for rate-making purposes. First, check number 1092 was made to Kinko’s on April 4,
1998 in the amount of $969 for printing “offering memoranda.” This is a cost of securing
equity capital, not an operating expense. Also, on January 15,1998 a payment was
-made to Merry’s Flower Shop in the amount of $40. While this expense may represent
a business gift, it is not an operating expense for ratemaking purposes.

As described in the Miséellaneous General Expense section, costs for
communications expenses of $14,867, bank charges of $699, and postage and FedEx
expenses of $2,665 should be reclassified to the Office Supplies and Expenses,
Account 921. The total amount reclassified is $18,231. Of this total amount
reclassified, Staff has determined that $8,881 should not be included for ratemaking
purposes. The portion not included is comprised of $748 from postage and FedEx
expenses and $8,133 from communications expenses. The disallowed portion of the

postage and FedEx expense is for a payment to UPS of December 10, 1998 for

13 Citipower's response to Item 3.d. of the Commission’s August 3, 1999 Order.
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shipping of Christmas gifts. The $8,133 of communications expenses included
telephone, cellular, and paging services. Because Staff considered the total
communications expenses extremely high for a utility of Citipower's size, Staff
requested support for the amount. Citipower's response was that significant costs were
incurred during the test period for frequent communications with the numerous suppliers
of components for the distribution system development and the pipeline construction.
Citipower lacks contemporaneous records for call purposes and the individuals
responsible for cellular and long-distance calling. A printout of charges for the same
account for the first nine months of 1999 revealed a significant decline in expenses of
this nature. Normally, changes for costs reductions outside the test year would not be
accepted when a historical test period is used and it would be a voluminous task for
Citipower to reconstruct a detailed analysis of all of the costs. Staff finds that an
allocation of the 1998 costs based on an annualized proration of the costs for the first
nine months of 1999 communications expenses provides a reasonable basis for
estimating an allowable amount of communications expense. The 1999
communications costs were $7,576 for the first nine months. By annualizing this
amount, Staff derived a result of $10,101 for 1999. Because Citipower's operations
manager and office manager work one-third of their time for Forexco, Staff has
allocated 66.67 percent of the communications expense to Citipower. Thus, the
allowable communications expense is $6,734 ($10,101 x .6667 = $6,734). Of the
amounts reclassified from Miscellaneous Expense to Office Supplies and Expense,

Staff recommends allowing $9,350. This amount is comprised of $699 from bank
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charges, $6,734 from communications expense and $1,917 from postage and FedEx
expense.
Accordingly, Staff has increased Account 921, Office Supplies and Expenses, to

an adjusted balance of $15,489."

Miscellaneous General Expense
In its 1998 annual report Citipower included $31,785 in Account 930.2,

Miscellaneous General Expenses. Citipower proposed an adjustment to decrease
Miscellaneous General Expenses by $10,000, Citipower's explanation of the proposed
decrease was “Travel, Utilities, Postage, Computer Repairs.” An explanation such as
this is insufficient for ratemaking purposes. A description or calculation showing the
derivation of a proposed adjustment, as well as, any external factors having an impact
on the calculation of an adjustment should be disclosed.

Following is a table of the adjustments explained above to Citipower's

Miscellaneous General Expenses for ratemaking purposes.

Sub-Accounts Gen. Ledger Bal. Amount Allowed Disallowed Amt.
Bank Charges $ 699 $ 699 $ -0-
Computer Repairs $ 600 $ 600 $ -0-
Dues/Subscriptions $ 1,029 $ 1,029 $ -0-
Employee Testing $ 475 $ 475 $ -0-
Postage & FedEx $ 2,665 $ 1,917 $ 748
Supplies & Repairs $ 114 $ 114 $ -0-
Communication Exp. $14,867 $6,734 $8,133
Meals/Entertainment $ 278 $ 240 $ 38

4 General Ledger Balance of $7,148 - $969 - $40 + 9,350 = $15.489.
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Travel $(2,302) $(2,302) $ -0-

Utilities $ 2,080 $ 2,080 $ -0-

Pest Control $ 497 $ 497 $ -0-

“Prior Period Adjust.” $13.944 -0- $13,944

Subtotal $34,946 $12,083 $22,863

Less:

Reclassifications

Communication Exp. $14,867 $6,734 $8,133

Bank Charges $ 699 $ 699 $ -O-

Postage & FedEx $ 2665 $ 1917 $ 748

Total

Reclassifications $18,231 $9,350 $ 8,881
Total Miscellaneous 16,715 2,733 13,982

The above table of sub-accounts within the miscellaneous general expenses, as
reported on Citipower's general ledger, includes the sub-accounts communications
expense, bank charges, and postage and FedEx, which should be correctly recorded
under Account 921, Office Supplies and Expenses. Staff has reclassified these items to
office supplies and expenses. A discussion of the amounts in these sub-accounts
allowable for rate-making purposes was discussed in that section of this report.

Of the $16,715 remaining in miscellaneous general expenses after the above-
mentioned reclassification, two sub-accounts include expenses that are not allowable
for ratemaking purposes. First, Citipower has a sub-account entitled “prior period
adjustment” in the amount of $13,944. Staff was not provided with any explanation of
this amount and even so, as an expense related to a prior period, the amount cannot
pertain to current normalized operations. Therefore, Staff has disallowed the entire sub-

account balance in the amount of $13,944. Additionally, Citipower has a sub-account
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for meals and entertainment. While, entertainment is a below-the-line expense (not an
expense in determining net operating income) and not subject to rate recovery, meals
that apply to operations should be recorded in the appropriate account according to
FERC account definitions and appropriately identified. Contemporaneous
documentation of business purpose and place, among the other record-keeping
requirements, should also be maintained. Investor-related meals identified in this
account totaling $38 should be recorded in Account 426.5, Other Deductions. The $38
was not included by Staff in the allowable operating expenses for ratemaking purposes.

The total miscellaneous general expenses disallowed by Staff and excluded from
operating expenses after making the reclassification to office supplies and expense is
$13,982.

General Advertising Expenses

In its 1998 annual report to the Commission, Citipower included $1,463 in
Account 930.1, General Advertising Expenses. Citipower proposed an adjustment to
decrease general advertising expenses by $500 without an explanation.’® Upon review
of Citipower's general ledger, Staff only found a balance of $259 supporting the general
advertising expense account. Accordingly, Staff has reduced Account 930.1, General
Advertising Expenses, by $1,204 due to lack of supporting documentation.

Transportation Expenses

In its 1998 annual report to the Commission, Citipower included $18,284 in

Account 933, Transportation Expenses. Citipower proposed an adjustment to decrease

15|
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transportation expenses by $3,000; however Citipower did not provide a thorough
explanation of why the proposed adjustment should be made."® Citipower's only
explanation of the proposed account balance decrease was “Auto Expense, Repair,
Maintenance, and Gas.” An explanation such as this is insufficient support for
ratemaking purposes.

During the test period Citipower operated, maintained, fueled, and kept in repair
four trucks. As discussed in the section on salaries, wages and other compensation,
Citipower has been operating with two laborers and an operations manager since the
completion of the distribution system expansion and pipeline construction in June of
1999. Since only three personnel remain for normal operations that work in the field,
Citipower should not be entitled to charge its ratepayers for a fourth vehicle. The
associated expenses for fuel, maintenance, repairs, taxes, insurance, and other should
likewise not be included. Staff was not provided any contemporaneous records of
individual vehicle use and costs. The truck was operated during the test year due to
extensive construction activities. Therefore, Staff has excluded one-fourth of the
expense.

The operations manager provides services for Forexco that requires
transportation. The services for the affiliated company occupies one-third of his time.
As previously stated, since Citipower did not provide contemporaneous records of
vehicle use and costs, Citipower should not be allowed to recover one-third of the

transportation expenses on the truck used by the operations manager. Following is a

=
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computation of the transportation expenses (based on Citipower's general ledger

balances) that are being disallowed for rate recovery.

Sub-Account Title Amount
933.1 Automobile Expenses $ 2,007
933.3 Auto Taxes 332
9334 Repairs & Maintenance 4,888
933.5 Insurance/Titles/Fees 4,039
933 Other 5,972
Total per general ledger $ 17,238

Less: One-fourth of total for extra truck expenses 4,309

Subtotal $ 12,929
Less: One-third of cost related to operations
manager’s truck 1.437
Allowable transportation expenses . $11,492
Amount included in test period $(18,284)
Staff recommended decrease to expense $( 6,792)

Maintenance of General Plant

In its 1998 annual report, Citipower included $16,247 in Account 935,
Maintenance of General Plant. Citipower proposed an adjustment to decrease
maintenance of general plant by $3,000 based on cost reductions related to
maintenance and storage of equipment. As previously mentioned in the section on
Account 931, Rents, Citipower misposted storage rental expense in the amount of
$6,000. This $6,000 rental expense was reclassified to Account 931, Rents, then
reduced as previously discussed. Therefore, this account should be reduced by $6,000

to an adjusted test year balance of $10,247.
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Depreciation Expense

Citipower reported total depreciable assets of $3,250,855 at the end of the test
period. The depreciation schedules provided by Citipower that were prepared by the
external auditors reflected total depreciable assets of $3,222,168. Of this amount,
$1,673,416 was added to plant during the test period. The total depreciation expense
reported by Citipower for the test period was $117,566. Upon a review of the
depreciation schedules, staff determined that Citipower was using incorrect service lives
for many of the plant in service items. Using the appropriate depreciation rates results
in total annualized depreciation expense of $99,251. Depreciation expense has been
reduced by $18,315 to reflect annualized depreciation expense based on the proper
depreciation rates. Schedule Il hereto, contains an analysis of the depreciation rates
used by staff to calculate the normalized depreciation expense. Citipower should adjust
its depreciation records to agree with the depreciable lives included in Schedule 1l

Information provided in the record and obtained in the field review indicates that
$1,121,057 of the plant on Citipower’s books consists of a compressor site and steel
pipeline located in the State of Tennessee and used to provide wholesale gas to
Citizens. Consequently, these assets are not within the regulatory jurisdiction of the
Commission and should not be included in the Kentucky jurisdictional rate base for
Citipower. Staff has removed the $28,952 of annual depreciation expense associated
with these assets.

When Citipower purchased the assets of McCreary in 1996, the 1995 balance
sheet of McCreary reflected total assets at a gross book value of $175,772 that included

the farm-tap gathering and distribution lines. The McCreary balance sheet was the only
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source of information on the value of the assets purchased from McCreary. The
purchase price of all of the assets acquired by Citipower and added to the depreciation
records in 1996 was $746,268. The purchase contract reflects that a substantial portion
of the purchase price was for assets other than the assets of McCreary, and for the
premium paid for the assets above the net book value. However, due to the failure of
Citipower to supply adequate supporting documentation of the purchase, we can not
determine the precise amount that Citipower paid for the Kentucky jurisdictional assets.
Because Citipower has not substantiated the portion of the purchase price to be applied
to the McCreary assets, Staff has no alternative but to exclude the total amount, or
include only the portion that was included on McCreary’s balance sheet. Based on
Staff's discussions with Citipower personnel, the assets purchased from McCreary are
in good working order and are currently being used to supply LDC service to Citipower's
customers. Staff, therefore, has included depreciation expense on the gross book value
of the assets purchased from MbCreary.

Due to the failure of Citipower to record the original cost of the purchased assets
appropriately, Staff has reduced depreciation expense by $14,262. This amount
represents the depreciation expense on the difference between the $175,772 of assets
on the books of McCreary and the $746,268 of assets recorded on the books of
Citipower during 1996. As stated earlier in this report, Citipower should research the
purchase price of the McCreary assets and record the purchase in accordance with the
USoA so that the appropriate level of depreciation and amortization expense can be

included for ratemaking purposes in future cases.
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The office building that Citipower and Forexco currently use was purchased in
1996 from the owners of McCreary. For the same reasons listed above, as well as the
fact that the property is jointly used by Citipower and its affiliate, Staff does not believe it
is appropriate to include the recorded value of this property for ratemaking purposes.
Consequently, Staff has reduced depreciation expense by $3,125. Staff has included
rent expense in another section of this report to compensate Citipower for the office
space it uses.

At the end of the test period, Citipower included four trucks as depreciable
assets. Based on the reduction of employees discussed elsewhere in this report, and
the fact that Citipower has reduced the level of new construction since 1998, Staff
believes it is appropriate to exclude one of these vehicles for ratemaking purposes. The
oldest of the four vehicles is a 1995 Dodge Truck with a gross depreciable value of
$17,884 and a useful life of 5 years. Staff has deducted $3,577 from depreciation
expense to exclude this vehicle. Also, a portion of the vehicle that is used by the
operations manager should be allocated to Forexco since it is used for both companies’
operations. Staff is excluding 1/3 of the depreciation based on the allocation of salary of
this employee. This adjustment results in a reduction of $1,367 to depreciation
expense.

In another section of this order, Staff removed $14,998 of customer hook-up and
meter installation expenses from expense accounts that should have been capitalized.
Applying a 30-year depreciable life to these assets will result in an increase to

depreciation expense of $500.
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Finally, Staff reclassified some expenses in other sections of this report that
result in additional depreciation expense. Staff reclassified $36,643 of other plant and
equipment that had erroneously been charged to expense accounts. This adjustment
results in $916 of additional annual depreciation expense based on a 40-year useful life.
Staff reclassified $67,154 of salaries, and wage related expenses that should have been
capitalized during the test year. The annual depreciation expense associated with
these reclassified assets, based on a 40-year useful life, is $1,679. These costs are
related to both the jurisdictional and non-jurisdictional operations of Citipower and
should be allocated between the two. Because the salaries and wages that are being
capitalized relate to construction performed during the test year, the basis for allocation
should be the jurisdictional and non-jurisdictional plant additions for the test year.
Based on the total plant additions during the test year of $1,673,416 and the portion that
was constructed during the test year for the Tennessee operations in the amount of
$1,110,008, staff has determined that 33.668% of the depreciation expense related to
these two items is for Kentucky jurisdictional operations. Therefore Staff has included
$874 (($1,679 + $916) x .33668 = $874)) in additional depreciation for these reclassified
items.

The net effect of all of the above adjustments on depreciation expense, is a
reduction of the test period depreciation expense of $68,224.

Other Deductions

Donations. Citipower had $535 in Donations on its 1998 general ledger. These
amounts were erroneously included as part of Account 930.2, Miscellaneous General

Expense on Citipower's annual report to the Commission. These donations were not
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addressed in Staffs discussion of Miscellaneous General Expense. "The donations do
not have an effect on operating expenses since these costs are below-the-line
expenses. Staff is adjusting the Statement of Revenues and Expenses to include
donations of $535 appropriately in Account 426.1, under Other Income (Deductions).
As stated, donations do not impact Total Gas Operating Expenses or Citipower’s
revenue requirement determination.

Other Interest Expense. In its application, Citipower proposed an adjustment to

increase interest expense by $42,500. Citipower explained that this was an annual
estimate of the interest to be charged Citipower by the Bank of McCreary on short-term
financing totaling $500,000."” The interest was estimated at eight and one-half percent,
or three-quarters of a percent over the “New York Prime Rate” at the time of the
application.

Generally, the Commission does not approve the financing of long-lived plant
and equipment, or operating expenses with short-term financing. Staff inquired whether
any studies had “been performed to evaluate the cost effectiveness of short-term loans
to finance long-lived assets”.'® Citipower responded that profitability must be achieved
before the short-term indebtedness could be converted to long-term debt. It also
reported that no studies or analyses had been performed to evaluate the financing
method used. As is explained in the revenue requirements section of this report,

Citipower's lack of rate base support for equity capital precludes a rate of return on

'7 Citipower's response to Item 5 of the Commission’s August 3, 1999 Order.

'8 Citipower’s response to Item 2 of the Commission’s August 3, 1999 Order.
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investment in the revenue requirement determination. The 88 percent operating ratio
provides sufficient earnings to repay the reported interest. Therefore, Staff does not
approve the recovery of this proposed request of short-term interest expense and has
reduced Other Interest Expense by $5,434, leaving only the interest on customer
deposits in the amount of $114. Additionally, Staff reclassifies the Interest on Long-term

Debt for the automobile loans of $5,851 to Account 427, since it was misposted to
Account 431.

Other Adjustments Requested by Citipower
“Transmission Expenses: USoA # 751, 752. 754, 756. $72.000.”"° In its

application and explanation of adjustments, Citipower requested an increase to
Accounts 751, 752, 754 and 756 for additional natural gas transmission expenses to
operate the new compressor station for gas delivery to Citizens Gas. As discussed in
previous sections of this report, revenue and expenses for sales of gas to Citizens Gas
are outside the jurisdiction of the Commission. Since the requested adjustment for
transmission expenses is associated with non-jurisdictional revenue, the expenses are
considered non-jurisdictional, and as such, are not recoverable from Kentucky
ratepayers. Accordingly, Staff has not included any of the proposed adjustments to

increase operating expenses.

Revenue Requirements

Citipower did not propose a rate of return on rate base approach or the operating

ratio method to determine its total revenue requirements in this case. The operating

'9 Citipower's response to Item 3.d. of the Commission’s August 3, 1999 Order.
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ratio method is used primaﬁly when there is no sound basis for a rate of return
determination using the required return on capital and rate base method. In order for
the rate of return on equity to be conceptually valid, capitalization must be closely
supported by rate base.

In its 1998 annual report to the Commission, Citipower reported net utility plant of
$3,007,973 and equity capital, net of accumulated losses, equal to $2,253,688. As
previously mentioned, Staff noted significant discrepancies in Citpower's historical
calculations of depreciation. Also, Staff noted significant unsubstantiated amounts
Citipower recorded as utility assets from the purchase of McCreary’s assets, that Staff
cannot accept without more thorough documentation by Citipower. Staff requested
explanations needed in regard to Citipower's asset cost allocation from the McCreary
acquisition, but no adequate supporting information was provided.

Citipower's members’ equity consists of limited liability units acquired with cash,
and equity has been issued to certain owners for services provided (non-cash
issuances). Citipower was asked prior to the Staff review to provide a schedule of
members’ equity, a reconciliation of total investments (both cash and non-cash), the
allocations of losses, and support for the valuation of the services rendered for LLC
units. No response was provided by Citipower.

Without answers to these issues, Staff does not have the information necessary
to provide the Commission with an informed decision as to the appropriateness of using
a required return on capital and rate base. Therefore, Staff believes that the operating
ratio method is the only appropriate method that can be used to determine revenue

requirements in this case.
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The Commission generally uses an .88 percent operating ratio to determine a
reasonable level of earnings for small utilities. Applying the operating ratio to the Staff
adjusted operating expenses resuits in a total revenue requirement of $365,914. This
revenue requirement is before adjustments for the additional PSC assessment fees
($27) and uncollectible accounts ($9). The total revenue requirement after
consideration of these items is $365,950. Staff computed normalized revenues based
on the adjusted test period sales and current rates of $175,284. This includes revenue
from sales and revenue from late payment fees. The revenue produced by the
proposed rates including the revenues from late payment fees is $215,750. (See
Schedule 1IV.) Therefore, Staff recommends an increase in operating revenue of
$40,466. Although the proposed rates will not produce sufficient revenues to meet the
total revenue requirement, due to the uncertainties that exist with the appropriate costs,
Staff recommends no additional increase.

Following is a calculation of the revenue requirement:
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Total Gas Operating Expenses
Less: Purchased Gas Expense
Subtotal
Operating Ratio
Subtotal

Add: Purchased Gas Expense
Interest Expense on Customer Deposits

Less: Miscellaneous Service Revenues

Revenue Require'ment From Rates

Uncollectible Accounts

PSC Assessment Fee ($1.667 per $1,000 of Revenue)
Total Revenue Requirement

Normalized Revenues

Increase Required

0.054800%

0.166700%

Staff Recommendations

Included in this report are several items of concern to Staff that will require
Citipower to take corrective action in order to be in compliance with the Commission’s
rules and regulations and Kentucky Statutes. Citipower should take the appropriate

steps to become familiar with the Kentucky Revised Statutes and the Commission's

Administrative Regulations in order to comply with same.
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329,288

57,953

271,335

88%

308,335

57,953
114

488

365,914

9

27

365,950

174,796

191,154




10.  Financial Reporting — In order to monitor the progress of compliance with
the recommendations in this report, Citipower should file quarterly financial reports to
the Commission. The reports should include, at a minimum, a comparative balance
sheet and detailed income statement. Staff will work with Citipower to develop any
additional schedules deemed necessary.

11.  GCA Filings — Citipower should develop a procedure to track gas costs
and submit quarterly GCA filings in accordance with their tariff.

12.  Unauthorized Rates — Citipower should immediately discontinue charging
any rate for regulated utility services that has not been approved by the Commission.

13. 1999 Financial Statements — The adjustments and concepts contained in
the corrections to the 1998 financial statements contained in this report should be
considered and included in the preparation of financial statements for 1999.

14.  Plan For Compliance With Recommendations — Within 30 days of the final

Order in this case, Citipower should file a plan to comply with the recommendations in

this report.

Signatures: g L 9 I M“——o

g/epared By: John D. Williams
ublic Utility

Financial Analyst

Electric and Gas Revenue
Requirements Branch

Division of Financial Analysis
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Prepared By: Kathaleen Finn
Public Utility

Financial Analyst

Electric and Gas Revenue
Requirements Branch
Division of Financial Analysis
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Prepared By: S. Dawn McGee
Public Utility

Rate Analyst

Electric and Gas Rate

Design Branch

Division of Financial Analysis




Schedule 1
Pro Forma Income Statement
Test Year End
Acct. Balances Per Staff Staff Recommended
No. Account Title Annual Report Adjustments Test Year Balances
Operating Revenues:

481, 482 Retail Sales $ 131,288 $ 43,508 $ 174,796
483 Sales for Resale 54,276 (54,276) -
489 Miscellaneous Service Revenues 26,177 (25,689) 488

Operating Revenues 211,741 (36,457) 175,284
Operating Expenses:
730 Natural Gas Purchases 104,378 (46,425) 57,953
761 Distribution Supervision - 20,773 20,773
762 Distribution Mains & Sves. Labor 8,063 19,422 27,485
764 Customer Installation Expenses 14,998 (14,998) -
768 Maintenance of Meters & Regulators 1,950 (1,950) -
769 Maintenance of Other Plant 34,693 (34,693) -
901 Meter Reading Labor - 9,161 9,161
902 Accounting & Collecting Labor 14,713 12,075 26,788
903 Supplies and Expenses 676 (85) 591
904 Uncollectible Accounts 72 24 96
907 Customer Svc. & Informational Expenses - - -
908 Customer Assistance Expenses - - -
920 Administrative & General Expenses 454,375 (414,365) 40,010
921 Office Supplies and Expenses 10,978 4,511 15,489
923 Outside Services Employed 77,673 (60,864) 16,809
924 Property Insurance 7,642 712 8,354
925 Injuries and Damages 16,350 (12,244) 4,106
926 Employee Pensions & Benefits 3,795 5713 9,508
928 Regulatory Commission Expenses - - -
930.1 General Advertising Expenses 1,463 (1,204) 259
930.2  Miscellaneous General Expenses 31,785 (29,052) 2,733
931 Rents - 6,600 6,600
933 Transportation Expenses 18,284 (6,792) 11,492
935 Maintenance of General Plant 16,247 (6,000) 10,247
Total Operating & Maintenance Expenses 818,135 (549,681) 268,454
403 Depreciation Expense 117,566 (68,224) 49,342
404 Amortization Expense 14,670 (14,670) -
408.1 Taxes Other Than Income Taxes 15,744 (4,252) 11,492
Total Gas Operating Expenses $ 966,115 $ (636,827) $ 329,288
Net Operating Income (754,374) 600,370 (154,004)
Other Income (Deductions):
415 Jobbing Revenue - 7,597 7,597
416 Jobbing Expenses - - -
419 Interest Income 5,103 - 5,103
421 Miscellaneous Nonoperating Income 6 - 6
426.1 Donations - - -
427 Interest on Long-Term Debt - - -
431 Other Interest Expense (11,399) 11,285 (114)
Total Other Income (Deductions) (6,290) 18,882 12,592
NET INCOME $ (760,664) $ 619,252 $ (141,412)




SCHEDULE i

Normalized Test Year Revenues




Residential Commercial Public Industrial Total
1998 Test Year
Wt'd Avg. Monthly Usage per Customer 1997 - May 1999 3.72 7.33 55.94 185.47 252.45
x 12 Months 12 12 12 12
Avg. Annual Usage per Customer 44 .58 87.94 671.29 2,225.59 3,029.41
Avg. Annual Usage per Customer 44.58 87.94 671.29 2,225.59 3,029.41
x # Customers End of Year 1998 160 30 19 2 211
Avg. Annual Sales Volume 7,133.49 2,638.18 12,754.58 445119 26,977.44
Avg. Annual Sales Volume 7,133.49 2,638.18 12,754.58 445119 26,977.44
x Current rate/Mcf $7.00 $7.00 $6.00 $6.00
Normalized Sales Revenue $49,934.45 $18,467.24 $76,527.51 $26,707.12 $171,636.31
Normalized Sales Revenue $49,934.45 $18,467.24 $76,527.51 $26,707.12 $171,636.31
+ Minimum Bills $2,430.00 $455.00 $245.00 $30.00 $3,160.00
+ Late Payment Fees $422 .91 $65.00 $0.00 $0.00 $487.91
Total Normalized Revenue $52,787.36 $18,987.24 $76,772.51 $26,737.12 $175,284.22
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SCHEDULE Il
Depreciation Schedule

Office Building

Office Furniture & Equip.
Trucks (4)

Compressor Site - TN rev.('98 add'n)
Equip. Ditchwitch, Other
Meters

Reg. Odorant Station
Pipeline, 1" & 2"
Pipeline, 3"

Pipeline, 4"

Pipeline, 6"

Steel Pipeline to TN
Annualized Staff Total

ADJUSTMENTS

. Compressor Site

Steel Pipeline
Total in Tennessee

. McCreary Purchase

Citipower's Assets-1996=
Gross Book Value=
Difference (Non-allowable)

. Office Building
. 1995 Dodge Truck

Reclassified Customer Hook-up and
Meter Installation Expenses
Reclassified from Maintenance
Accounts 768 and 769

. Reclassified Salaries and Wage

Related Expenses
Nonjurisdictional Reclassifications
33.3% Allocation for Forexco Use
of 1995 Toyota Forerunner

Per Auditor
Staff Staff Prepared Staff
Estimated Depreciation Schedule Computed
Useful Rate TOTAL Annual
Lives Used COST Depreciation
40 years 0.025 125,000 3,125
5-15years  .2-.066 9,177 612
5 years 0.2 87,311 17,462
30 years 0.033 111,094 3,703
30 years 0.033 49,970 1,666
30 years 0.033 195,853 6,528
30 years 0.033 7,321 244
40 years 0.025 307,695 7,692
40 years 0.025 246,154 6,154
40 years 0.025 583,664 14,592
40 years 0.025 488,966 12,224
40 years 0.025 1,009,963 25,249
3,222,168 99,251
(111,094) (3,703)
(1,009,963) (25,249)
(1,121,057) (28,952)
40 years
$746,268
$175,772
T (570,496) (14,262)
40 years (125,000) (3,125)
5 years (17,884) (3,577)
30 years 14,998 500
40 years 36,643 916
40 years 67,154 1,679
(1,721)
(1,367)
1,506,526 49,342

Total Plant in Service in Kentucky and Total Depreciation




SCHEDULE IV

Revenue under Proposed Rates




1998 Residential Commercial Public Industrial Total
Wt'd Avg. Monthly Usage per Customer 1997 — May 1999 3.72 7.33 55.94 185.47 252.45
x 12 Months 12 12 12 12
Avg. Annual Usage per Customer 44 .58 87.94 671.29 2,225.59 3,029.41
Avg. Annual Usage per Customer 44 .58 87.94 671.29 2,225.59 3,029.41
x # Customers End of Year 1998 '+ 160 30 19 2 211
Avg. Annual Sales Volume 7,133.49 2,638.18 12,754.58 4,451.19 26,977.44
Avg. Annual Sales Volume 7,133.49 2,638.18 12,754.58 4,451.19 26,977.44
x Proposed Rate/Mcf $8.50 $8.50 $7.50 $7.50
Normalized Sales Revenue $60,634.69 $22,42451 $95,659.38 $33,383.90 60477.15
Normalized Sales Revenue $60,634.69 $22,424.51 $95,659.38 $33,383.90 $212,102.47
+ Minimum Bills $2,430.00 $455.00 $245.00 $30.00 $3,160.00
+ Late Payment Fees $422 .91 $65.00 $0.00 $0.00 $487.91
Total Normalized Revenue $63,487.60 $22,94451 $95904.38 $33,413.90 $215,750.38




1998
Reg. Hrs. OT Hrs.

Salaried Operations Manager
2,200.50 21.00 Office Manager
1,084.50 - Office Assistant
2,166.80 138.00 Laborer 1, "normalized”

819.00 142.50 Laborer 2, "normalized”

Allocated from Forexco (McCue & Lawson)

Adjusted And Normalized Citipower Wages

Note that the 1998 Salaries and Wages of the operations manager, office
manager and office assistant are accepted by Staff as a normal annual

representation.

Reg. Hrs. OT Hrs.

Salaried Operations Manager
2,200.50 21.00 Office Manager
1,084.50 - Office Assistant

2,080.00 138.00 Laborer 1, "normalized”

2,080.00 142.50 Laborer 2, "normalized”

Allocated from Forexco (McCue & Lawson)

Adjusted And Normalized Citipower Wages

Normalized

Reg. Hrs. OT Hrs.
2,080.00 138.00 Laborer 1, "normalized”

Schedule V
Allocation of Normalized Salaries and Wages
1998 Normalized Citipower  Citipower
Total Pay Total Pay Alioc. % Alloc. $
$ 62,316 62,316 66.67% 41,546
$ 18,108 18,108 66.67% 12,073
$ 7,552 7,552 100% 7,552
$ 26,566 18,296 100% 18,296
$ 7,929 18,350 100% 18,350
$ 97,817
3 26,400
$ 124,217
Normalized 760, Distr. 761, 901, CA, 902, CA 920, CA
Total Pay Supervision Labor | Mtr. Reading{ Acct./Coli. | Admin./Genl.
62,316 $ 20,773 $ 20,773
18,108 $ 6,036 $ 6,037
7,552 $ 7.552
18,296 $ 13722 § 4,574
18,350 $ 13,763 $ 4,587
$ 97817 $ 20,773 $ 27,485 § 9161 $ 13,588 $ 26,810
$ 26,400 $ 13,200 $ 13,200
$ 124217 § 20,773 $ 27,485 $ 9161 $ 26,788 $ 40,010
Total Pay at
$8 / Per Hour
$ 18,296
$ 18,350

2,080.00 142.50 Laborer 2, "normalized"




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

November 17, 1999

To: All parties of recoxrd

RE: Case No. 99-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

Stephanie Bel 65p{41<i

Secretary of the Commission

SB/hv
Enclosure




‘David K. Brock
President

Ibexco

P. 0. Box 523 B
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Honorable Teresa J. Hill
Counsel for Citipower, LLC
1005 S. Main Street, Suite 101
Corbin, KY 40701




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:
APPLICATION OF CITIPOWER, LLC )
FOR AN ADJUSTMENT OF RATES ) CASE NO.
PURSUANT TO THE ALTERNATIVE RATE ) 99-225
FILING PROCEDURE FOR SMALL UTILITIES )
ORDER
On November 5, 1999, Citipower, LLC (“Citipower”) filed a Motion for an
Extension of Time to Respond to the Request for Information. Citipower requested an
additional extension of time of 20 days after November 10, 1999 or until November 30,
1999 in which to file its response to the Commission’s Order of October 27, 1999. This
is the second request for an extenéion of time filed in this case by Citipower. The
Commission will not look favorably upon any further requests for extensions of time.
The Commission being otherwise sufficiently advised, _
IT IS HEREBY ORDERED that the motion is granted and the responses to the
Order of October 27, 1999 are due on or before November 30, 1999.
Done at Frankfort, Kentucky, this 17th day of November, 1999.

By the Commission

ATT

ST: {
‘EQE A / . dﬂ}kﬁ
xecutive Director <
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COMMONWEALTH OF KENTUCKY e
BEFORE THE PN e
KENTUCKY PUBLIC SERVICE COMMISSION " c)
In the Matter of: ke 9
Co '

......

APPLICATION OF CITIPOWER,

L.L. C. FOR RATE ADJUSTMENT
| PURSUANT TO: 807 KAR 5:076

ALTERNATIVE RATE FILING

CASE NO. 99-225

MOTION FOR EXTENSION OF TIME
T'O RESPOND TO PSC’S REQUEST FOR INFORMATION

Comes now, Citipower, LLC, the Applicant i.n the above-styled matter, and
respectfully requests an extension of an additional 20 days to respond to the Request
for Information propounded by the Kentucky Public Service Commission on
October 27, 1999, and due November 10, 1999. Citipower, LLC, would request an
additional 20 days so that said Response will be due on or before November 30, 1999.

In support of said Motion, Citipower, LLC, would state that the extension
would allow Citipower, LLC, adequate time to respond. Also, a hearing date in this
matter has not yet been set, therefore, an extension of time would not cause undue
prejudice to any of the parties nor the PSC.

Respectfully Submitted,

L b

BROWN & HILL, PLLC

1005 S. Main St., S-101

Corbin, Kentucky 40701

(606) 528-3073

Attorney for Applicant, Citipower, LLC

Client/Citipower/Response.to.Atty.Gen.Rate 1
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CERTIFICATE

I hereby certify that the above and foregoing was on the 4‘ day of November,
1999, served by mailing the original and true and exact copies of same, all postage
prepaid, addressed for delivery to:

Ms. Helen C. Helton
‘ Executive Director
| Kentucky Public Service Commission
730 Schenkel Lane
P.O. Box 615 '
Frankfort, Kentucky 40602

Hon. Elizabeth E. Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

7 AL oer

éROWN HILL, PLLC

Client/Citipower/Response.to.Atty.Gen.Rate 2
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COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

October 27, 1999

To: All parties of record

RE: Case No. 99-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

StepI:-Qnie Be "

Secretary of the Commission

SB/hv
Enclosure




¥

'David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Agsistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Honorable Teresa J. Hill
Counsel for Citipower, LLC
1005 S. Main Street, Suite 101
Corbin, KY 40701




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC
FOR AN ADJUSTMENT OF RATES
PURSUANT TO THE ALTERNATIVE
RATE FILING PROCEDURE FOR
SMALL UTILITIES

CASE NO. 99-225

ORDER

IT IS ORDERED that Citipower, LLC (“Citipower”) shall file within 14 days of the
date of this Order an original and 10 copies of the following information with the
Commission, with a copy to all parties of record. Each copy of the data requested
should be placed in a bound volume with each item tabbed. When a number of sheets
are required for an item, each sheet should be appropriately indexed, for example, Item
1(a), Sheet 2 of 3. Include with each résponse the name of the witness who will be
responsible for responding to questions relating to the information provided. Careful
attention should be given to copied material to ensure that it is legible. Where
information requested herein has been provided along with the original application, in
the format requested herein, reference may be made to the specific location of said
information in responding to this information request.

1. Provide a copy of Citipower's 1998 audited financial statements, complete

with the independent auditor’s report and notes to financial statements.




2. Prc;vide a copy of Forexco, Inc.’s (“Forexco”) 1998 audited financial
statements, complete with the independent auditor's report and notes to financial
statements.

3. Provide a copy of Citipower's internally prepared monthly and/or quarterly
financial statements for any periods available in 1999. If readily available, provide
internal financial statements for the twelve months ended September 30, 1999.

4, Provide a copy of Citipower’s limited liability company (“LLC”) articles of
organization and the “organizational documents” (if different), referred to in Citipower’s
response to item 7 of the Commission’s Order of August 3, 1999.

5. Provide a copy of'all sale/purchase agreement(s) or contract(s) for the
purchase of McCreary County Gas's assets, whether the agreement(s) or contract(s) is
with Citipower and/or Forexco.

6. Explain the original transaction for the purchase of McCreary County
Gas's assets. |

a. Provide a copy of the journal entries to record the acquisition of
McCreary County Gas's assets, whether posted to Citipower’s or Forexco's books and
records, or both.

b. Provide copies of any agreements, entered subsequent to the
original purchase of McCreary County Gas's assets, for transfer of any “former”
McCreary County Gas assets from Forexco to Citipower or vice versa.

C. Provide a copy of McCreary County Gas’s depreciation schedule

used to record the original cost to the first user of the assets.




d. Provide the depreciation sdhedule, which contains the amount of
accumulated depreciation that was posted to Citipower’s or Forexco’s books at the time
of the acquisition.

7. Provide a copy of Citipowers depreciation schedules, detailed by
individual asset description, date of purchase, original cost, useful life, method of
depreciation, depreciation expense and accumulated depreciation for the years ended
December 31, 1997 and December 31, 1998.

8. Provide a copy of Citipower’s projected depreciation schedule in the same
detail as set out in Item 7 above for the 1999 calendar year.

9. Provide a copy of Citipower's initial balance sheet after recording the
acquisition of McCreary County Gas and the initial capitalization of the company.

10. Provide a copy of Citipower's chart of accounts, year-to-date general
ledger and supporting ledger of original entry for posting revenues and expenses for the
test period, calendar year 1998. ‘

a. If Citipower records expenses on its general ledger from an
accounts payable ledger, provide a copy of that ledger(s) for the test period, calendar
year 1998.

b. If Citipower records expenses on its general ledger from a cash
disbursements journal, provide a copy of that journal(s) for the test period, calendar

year 1998.

11. Provide a summary of salaries and wages for Citipower during the test

period, calendar year 1998. Include details of salaries and wages as follows:




a. For each employee provi_de the total hours worked, the reguiar
hours and the overtime hours.

b. Pay rates dL‘Jring 1998 (regular and overtime).

C. Total pay during 1998.

d. Provide a list of accounts charged.

e. Provide the date and amounts of pay rate changes for each
employee during 1998 and 1999.

1;. For each employee hired or terminated during 1998, provide the
hire date and the termination date if applicable.

g. Provide any significant changes in personnel from 1998 to 1999. If
a change was to create a new position, describe the reason the new job was needed.

h. Provide any significant changes in personnel time requirements
from 1998 to 1999 and describe the reason for the need of the new time requirements.

12. Provide a summary of any salaries and wages_ paid to Citipower

employees for work performed for Forexco during the test period, calendar year 1998.
Include details of salaries and wages as follows:

a. For each employee provide the hours worked, specifying how many
are at regular rates and how many are at overtime rates.

b. Pay rates during 1998 (regular and overtime).

C. Total pay during 1998.

d. A description of the work perforrhed, including why this work could

not be performed by a Forexco employee.




e. | Explain whether or not this work will be required of Citipower

employees in future years.

13.  Provide a summary of any salaries and wages paid to Forexco employees

- for work performed for Citipower during the test period, calendar year 1998. Include

details of salaries and wages as follows:

a. For each employee provide the hours worked, specifying how many
are at regular rates and how many are at overtime rates. Also, provide the total hours
this employee worked for Forexco during the year.

b. Pay rates during 1998 (regular and overtime).

c. Total pay during 1998 (amount allocated to Citipower and total for

both companies).

d. A description of the work performed, including why this work could
not be performed by a Forexco employee.

e. Explain whether or not this work will be required of Forexco
employees in future years, as ongoing utility service.

14. Refer to Citipower's response to item 3 of the Commission's Order of
August 3,1999, Exhibit B, Schedule A-1. Provide a schedule cross-referencing and
reconciling salaries and wages from 1998 on Citipower's books as adjusted and
reported on the annual report to the Commission for 1998 (labor accounts 761, 902 and
920) with the summary of responses Items 12, 13 and 14 above.

15. Refer to Citipower's response to question 4 of the Attorney General's data
request of July 16, 1999, which states that Citipower purchases all of its natural gas

from Forexco at fair market prices.




a. Explain how the affiliated purchase price is derived.

b. ProVide a copy of the gas purchase contract between Forexco and
Citipower.

c. Provide copies of any other contracts between Citipower and gas
suppliers.

16. Refer to Citipower’s responses to ltems 10(c) and 19 of the Commission’s
Order of August 3, 1999.

a. Are the customer hook-ups mentioned in the responses, extensions
of 100 feet or less of service lines from the company’s existing distribution mains to the
customer?

b. If yes, is the company aware of Kentucky regulation 807 KAR 5:022
Section 9(16)(a), which prohibits a gas utility from charging customers for service line
extensions of 100 feet or less if the customer applies for and contracts to use service for
one year or more?

C. If no, explain the nature of the hook-up.

17.  On October 1, 1999, page one of the “City & Region” section of The
Lexington Herald-Leader contained an article entitled “McCreary prison project to start
by April 2000.” In that article, James B. Jones, deputy assistant director of the Federal
Bureau of Prisons, states that construction should be finished by the summer of 2002.

In Citipower's response to Item 14 of the Commission’s Order of August 3, 1999, a

forecast of total gas sales is provided.




a. Explain any assumptions in the forecast of gas sales for the level of
gas expected to be sold to the prison as a public customer. Include a discussion of the

likelihood that the prison will become a customer of Citipower.

b. If the assumptions are not consistent with the announcement of the
expected completion of the prison construction, provide a revised forecast of gas sales.

c. Provide a forecast of gas sales for the same period without the

projected usage and sales from the prison.

d. Provide a detailed schedule and explanation of additional capital

costs and annual operating expenses that would be incurred to provide natural gas

service to the prison.

Done at Frankfort, Kentucky, this 27th day of October, 1999.

By the Commission

ATTEST:

des £ A

ecutive Director




COMMONWEALTH OF KENTUCKY
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KENTUCKY 40602
www.psc.state.ky.us
(502) 564-3940

August 30, 1999

Lee Hill

Brown & Hill, PLLC

1005 S. Main Street, S-101
Corbin KY 40701

RE: Citipower, LLC
Case No. 99-225
Petition for Confidential Protection

Dear Mr. Hill,

On August 9, 1999 the Commission received the petition filed on behalf of
Citipower, LLC to protect as confidential information filed in response to the
Attorney General’'s data requests. A review of the information has determined
that it is entitled to the protection requested on the grounds relied upon in the
petition and it shall be withheld from public inspection.

If the information becomes publicly available or no longer warrants confidential

treatment, you are required by 807 KAR 5:001, Section 7(9)(a) to inform the
Commission so that the information may be placed in the public record.

Ck{’f e~ CM%

Helen C. Helton
Executive Director

cc:  All parties of record

AN EQUAL OPPORTUNITY EMPLOYER M/F/D




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

August 30, 1999

To: All parties of record
RE: Case No. 99-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,
Slerhad S

Stephanie Bell
Secretary of the Commission

SB/hv
Enclosure




'gavid K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. 0. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Counsel, Citipower LLC

Brown & Hill, PLLC

1005 S. Main Street, Suite 101
Corbin, KY 40701




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC )

FOR AN ADJUSTMENT OF RATES )

PURSUANT TO THE ALTERNATIVE ) CASE NO. 99-225

RATE FILING PROCEDURE FOR )

SMALL UTILITIES )

ORDER

\ Citipower, LLC having moved for an extension of time until September 7, 1999 in
| which to respond to the Commission’s August 3, 1999 Order and the Commission finding

good cause, IT IS HEREBY ORDERED that the motion is granted.

Done at Frankfort, Kentucky, this 30th day of August, 1999.

By the Commission

ATTEST:

xecfitive Ditect




BrowN & HiLL, PLLC RE C‘E/ %
ATTORNEYS AT LAW A U E D
1005 S. MAIN STREET, SUITE 101 R 6 19
CoraIN, KENTUCKY 40701 % '99

ROBERT L. BROWN 111 ?&5 i Q%73
TERESA J. HILL FAX ( 89

VIA CERTIFIED MAIL
August 25, 1999

Ms. Susan Hutcherson

Kentucky Public Service Commission
730 Schenkel Lane

P. O. Box 615

Frankfort, Kentucky 40602

RE: Application of Citipower, LLC. for Rate Adjustment; Case No. 99-225
Motion for Extension of Time

Dear Ms. Hutcherson:
Pursuant to our conversation on today’s date, enclosed please find an original
Motion for the case file. It is my understanding that the PSC will rule on the copy of

the motion which was faxed to your attention today.

I appreciate your assistance in this matter, and should you have any questions
or comments, please do not hesitate to contact me.

Sincerely,

Enclosure




COMMONWEALTH OF KENTUCKY ECE/ g/
BEFORE THE Aug &D
KENTUCKY PUBLIC SERVICE COMMISSION . 2 6 ]999
In the Matter of: comfgg'%l:‘/,cf

APPLICATION OF CITIPOWER,
L.L. C. FOR RATE ADJUSTMENT
PURSUANT TO: 807 KAR 5:076
ALTERNATIVE RATE FILING

CASE NO. 99-225

MOTION FOR EXTENSION OF TIME
TO RESPOND TO PSC’S REQUEST FOR INFORMATI

Comes now, Citipower, LLC, the Applicant in the above-styled matter, and
respectfully requests an extension of an additional 20 days to respond to the Request
for Information propounded by the Kentucky Public Service Commission on
August 3, 1999, and due August 17, 1999. Citipower, LLC, would request an
additional 20 days so that said Response will be due on or before September 7, 1999.

In support of said Motion, Citipower, LLC, would state that the extension
would allow Citipower, LLC, adequate time to respond. Also, a hearing date in this
matter has not yet been set, therefore, an extension of time would not cause undue
prejudice to any of the parties nor the PSC.

Respectfully Submitted,

L Lhs

BROWN & HILL, PLLC

1005 S. Main St., S-101

Corbin, Kentucky 40701

(606) 528-3073

Attorney for Applicant, Citipower, LLC

Client/Citipower/Response.to.Atty.Gen.Rate 1




CERTIFICATE

r~
I hereby certify that the above and foregoing was on the b day of August,
1999, served by mailing the original and true and exact copies of same, all postage
prepaid, addressed for delivery to:

Ms. Helen C. Helton

Executive Director

Kentucky Public Service Commission
730 Schenkel Lane

P. O. Box 615

Frankfort, Kentucky 40602

Hon. Elizabeth E. Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

I futher certify that this motion was re-mailed to the above on this the 25th
day of August, 1999.

L AL

BROWN &7ﬁLL, PLLC

Client/Citipower/Response.to.Atty.Gen.Rate 2




COMMONWEALTH OF KENTUCKY o Q/@
BEFORE THE G S,
KENTUCKY PUBLIC SERVICE COMMISSION %, ", @@
o,
U, D
In the Matter of: (NP
O,boé‘

APPLICATION OF CITIPOWER, )
L. L. C. FOR RATE ADJUSTMENT )
PURSUANT TO: 807 KAR 5:076 )
ALTERNATIVE RATE FILING ) CASE NO. 99-225
1 E E E
TO ATTORNEY GENERAL'S

Comes now, Citipower, LLC, the Applicant in the above-styled matter,
pursuant to 807 KAR 5.001 Section 7, and moves the Kentucky Public Service
Commission to classify as confidential certain information provided to the Public
Service Commission in response to the Attorney General’s Request for Information
filed July 16, 1999.

Applicant would state that certain information sought by the Attorney
General (specifically identified in the attached and highlighted copy of the response),
requires disclosure of information presently unknown to the public and competitors
and represents financial reéords and documents which if disclosed to competitors,
could cause irreparable harm to Citipower, LLC. Kentucky Revised Statute 61.878 (c)
(1) provides that certain records can be kept confidential including those “[r]ecords
confidentially disclosed to an agency, generally recognized as confidential or

proprietary, which if openly disclosed would permit an unfair commercial

Client/Citipower/Response.to.Atty.Gen.Rate 1




advantage to competitors of the entity that disclosed the records and which are
compiled and maintained: b. In conjunction with the regulation of a commercial
enterprise . .. .”

In the response to requests for information, Citipower, LLC, on page 1 of 17,
has provided additional information in the form of an introduction, explaining the
relationship between Forexco, Inc., and Citipower, LLC, and the services that
Forexco, Inc., provides to Citipower, LLC, free of compensation. As this information
was provided voluntarily, in an effort to aid the Public Service Commission be'&ér
understand the relationship between Forexco and Citipower, LLC, and because the
compensation and the role of Forexco’s employees is not public knowledge,
Citipower requests that said information be kept confidential.

On page 2 of 17, Citipower has disclosed the information relating to the
compensation of Daniel Forsberg and Guy Strevey.

On page 3 of 17, Box 4, reveals a percentage amount of allocations of salaries
for Forexco employees providing services to Citipower.

On page 4 of 17, Box 4A-C, reveals the annual compensation of Forexco
employees.

On page 5 of 17, Box 5 and Box 5D-E, reveals salaries of Citipower employees.

On page 6 of 17, Box 7 reveals compensation of Citipower employees.

On page 9 of 17, Box A reveals compensation paid for legal services.

Citipower, LLC would ask that the Public Service Commission classify as

confidential the above referenced information as it relates to salaries and

Client/Citipower/Response.to.Atty.Gen.Rate 2




compensation in actual amounts paid to Citipower employees and/or Forexco
employees. Both Citipower and Forexco are privately owned, for-profit corporations
which hire and pay personnel in a competitive marketplace. Citipower, LLC, is
located in a market in which it is difficult to find trained personnel, and revealing
salaries allows competitors to compare their salary rates and gives competitors an
unfair advantage in determining what to pay their own personnel or in attempts to
hire away key personnel of Citipower, LLC.

In the case of Marina Management Services, Inc., et al v. Cabinet for Tourism
Department of Parks, Ky., 906 S.W.2d 318, 319 (1995), the Kentucky Supreme Court
recognized and upheld the confidentiality of financial records of private
corporations (the marinas) which were submitted pursuant to a license agreement
with the State. The financial records of the marinas were in the possession of the
Tourism Cabinet and were requested by the Legislative Program Review and
Investigation Committee (LPRIC). The circuit court allowed the LPRIC not only to
receive the documents but also disclose them to the public. The appellate court
upheld the circuit court’s decision, but the Kentucky Supreme Court overturned the
decision, finding the documents were excluded as being open to the public under
KRS 61.878(1) (c) (1).

The Court wrote: “These are records of privately owned marina operators,
disclosure of which would unfairly advantage competing operators. The most
obvious disadvantage may be the ability to ascertain the economic status of the

entities without the hurdles systematically associated with the acquisition of such

Client/Citipower/Response.to.Atty.Gen.Rate 3




information about privately owned organizations.”
Likewise, the information disclosed by Citipower, LLC, and Forexco, Inc., to
the PSC relating to salaries and compensation of its key personnel would allow

competitors to ascertain the status of the entities. In the Marina Management

Services, Inc., case, supra, the Court further recognized that the LPRIC could use the.

information obtained without disclosing the information to the general public.
“The legislature recognizes that the purposes of the Committee can still be achieved
without requiring disclosure of documents deemed confidential, not only by the
company whose financial data is in question, but also by the public agency in
possession of those documgnts.” Id.

In the case at bar, all of the information disclosed can by used and evaluated
by the Public Service Commission for its purposes, without any need of
dissemination to the general public, which would include competitors of Citipower,
LLC.

As it relates to the legal services provided and the sums received, Citipower,
LLC, requests that the type of legal services sought by Citipower, LLC and said
amounts paid be kept confidential under the privilege of attorney-client
information. As set out in the Marina case, supra, such information, if disseminated
to the general public and competitors, shows the issues that the private corporation
faces, and allows others the unfair advantage of determining the type of legal issues
and the amount to be paid in this market for those issues in this type of business

through looking at Citipower’s private records and information. Said information

Client/Citipower/Response.to.Atty.Gen.Rate 4




can be used by the PSC for its purposes, but should be exempted under KRS 61.878(1)
(©) (1)

For all the foregoing reasons, Citipower, LLC, respectfully requests that all
financial information relating to the compensation and salaries of Citipower, LLC
and/or Forexco, Inc.’s employees, as specified in the Responses above, be deemed
confidential and exempt under KRS 61.878(1) (c) (1) and not open for disclosure to

the public.

Respectfully Submitted,

vy

BROWN & HILL, PLLC

1005 S. Main St., S-101

Corbin, Kentucky 40701

(606) 528-3073

Attorney for Applicant, Citipower, LLC

CERTIFICATE

I hereby certify that the above and foregoing was on the & day of August,
1999, served by mailing the original and 10 true and exact copies of same, all postage
prepaid, addressed for delivery to:

Ms. Helen C. Helton

Executive Director

Kentucky Public Service Commission
730 Schenkel Lane

P. O. Box 615

Frankfort, Kentucky 40602

and 1 copy, all postage prepaid to:

Client/Citipower/Response.to.Atty.Gen.Rate 5




) . .

‘ ' Hon. Elizabeth E. Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

L 2L/

BROWN ;/HILL, PLLC

Client/Citipower/Response.to.Atty.Gen.Rate 6




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
) 730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

August 3, 1999

To: All parties of record
RE: Case No. 99-225

We enclose one attested copy of the Commission’s Order in

the above case.

Sincerely,

S lepuald b

Stephanie Bell
Secretary of the Commission

SB/hv
Enclosure




, David K. Brock
President
Ibexco
P. 0. Box 523
Corbin, KY 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601

Honorable Robert L. Brown
Counsel, Citipower LLC

Brown & Hill, PLLC

1005 S. Main Street, Suite 101
Corbin, KY 40701 ’




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC
FOR AN ADJUSTMENT OF RATES
PURSUANT TO THE ALTERNATIVE
RATE FILING PROCEDURE FOR
SMALL UTILITIES

CASE NO. 99-225

Nt “n” it vt

ORDER

IT IS ORDERED that Citipower, LLC (“Citipower”) shall file within 14 days from
the date of this order an original and 10 copies of the following information with the
Commission, with a copy to all parties of record. Each copy should be in a bound
volume with each item tabbed. When a number of sheets are required for an item, each
sheet should be indexéd, for example, Item 3(a), Sheet 2 of 6. Include with each
response the name of the witness responsible for responding to questions relating to
the information provided. Careful attention should be given to copied material to ensure
that it is legible. If information requested herein has been provided in the original
application, in the format requested herein, reference may be made to that information
in responding to this request.

IT IS FURTHER ORDERED that Citipower shall also file its response to the July
16, 1999 information request of the Attorney General of the Commonwealth of Kentucky

by no later than 14 days from the date of this order.

——— g




1. Provide an affidavit from the president or other corporate officer attesting
that Citipower's books and records are maintained separately from any other commonly
owned enterprise.

2. Have any studies been performed to evaluate the cost effectiveness of
short-term financing used by Citipower to finance long-lived assets? If yes, provide
such studies. If no, explain why such studies have not been performed.

3. Refer to Attachment A to Section lil of the application.

a. Provide the exhibit of increased cost information using the Uniform
System of Accounts (“USoA”), which is the system of accounts reflected in the annual
report filed with the Commission.

b. Provide total revenues, including wholesale gas sales, according to
the USoA.

c. Provide total gas purchases, including purchases for wholesale
sales, as well as gas purchases for retail sales. Show any adjustments in the
determination of natural gas purchases for retail or wholesale sales with a footnote
referencing a schedule or workpaper where the adjustment is calculated.

d. Provide all increased cost information classified according to the
USoA along with a brief explanation for the increases, together with any supporting
documentation.

e. Provide projected revenues and requested expenses adjusted for

increased cost adjustments classified according to the USoA.




‘

4, Provide an exhibit setting forth Citipower's determination of its revenue
requirement, as well as an explanation of the methodology used, i.e., operating ratio,
return on rate base, etc.

5. Refer to Attachment A. Provide a computation determining the estimated
interest expense for the adjusted test period.

6. Refer to Attachment A.

a. Provide the depreciation expense (Account 403) broken out
separately from the amortization expense (Accounts 404-407) according to the USoA
accounts.

b. Explain whether any amortization expense results from either a
plant acquisition adjustment or organizational costs.

C. If any amortization expense results from a plant acquisition
adjustment, provide the supporting adjusting journal entry recording the plant acquisition
adjustment on Citipower’s books.

7. Refer to Attachment A. Why is “Officers Comp/Consulting” consider;ad a
noncash expense in the exhibit?

8. Explain the differences in classes of “Members’ Capital Contributions,” as
reported in the 1998 Annual Report to the Commission.

9. Has a cost-of-service study assessing the appropriateness of a flat rate
billing structure compared to alternative billing structures been prepared in association
with this application? If yes, provide the study. If no, provide an explanation for why no

study was performed.
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10. Refer to Section lll, Attachment A, of the application, the first line headed
“Gas Sales — Citipower Customers” ‘and the third line headed “Other Revenues.” Both
have a short narrative statement that refers to the addition of 70 customers.

a. Provide a more thorough explanation of the additional 70
customers. Over what period of time were they added? How do they break down by
customer classification (residential, commercial, or industrial)?

b. The application was filed June 3, 1999. As of June 1, 1999,
provide the total number of Citipower customers, broken down by customer
classification.

C. The increase amount of $175,638 for “Gas Sales — Citipower
Customers” does not agree with the $28,010 revenue increase calculated in Section lll,
Attachment E. Provide a thorough explanation for the amount of increase shown on
Attachment A along with a description of the “Other Revenues” of $26,177, and a more
detailed explanation for the projected $19,275 increase to those revenues.

d. Refer to the Expenses portion of Attachment A - the first line
headed “Cost of Goods Sold — Citipower Customers.” Provide a thorough explanation
of the derivation of the actual amount of $54,669 and the calculation of the projected
increase of $33,771.

11. Refer to Section lll, Attachment E. Explain why the Revenue Analysis -
Proposed Rate Structure does not include the Mcfs currently billed under the minimum

bill in its calculation of the Total Revenue generated under the proposed rates.

o - s g s




12. Refer to Section Ill, Attachment B. In what manner were the pipelines
constructed? Provide copies of the feasibility studies, bid documents, and construction
specifications.

13.  Provide topographic maps showing the route of the steel pipelines, the
location of the compressor station and the Citipower distribution system.

14.  Provide the forecast of total gas production and total gas sales for 1999-
2004.

15. Explain how the gas compressor is used in the operation of the Citipower
system. Do any customers in Kentucky receive gas downstream from the compreséor?
Explain whether the compressor is mainly used to transport gas for Citizens Gas.

16.  Are there any customers in Kentucky tapped into the 6-inch or 4-inch steel
pipeline? Explain.

17.  Refer to Section lll, Attachment B. Provide the construction contract and
maps for the 1998 and 1999 projects.

18. Refer to Section IV, Tab A. Explain whether the $1,500 per month
represents the total lease and operation costs for the compressor? If yes, explain why,
on Attachment A, the adjusted increased cost information for compressor maintenance
is $72,000 annually. If no, provide supporting documentation and a thorough
explanation of the additional costs and expenses.

19. Refer to Section IV, Tab B.

a. Is $350 the average cost of a customer’s service connection?
b. Are the costs of customer service lines reimbursed by the
customers?
-5-
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c. Why did two customers pay $250 and nine customers receive free
hook-ups?

Done at Frankfort, Kentucky, this 3rd day of August, 1999.

By the Commission

ATTEST:

Execytive




BrowN & HiLL, PLLC
ATTORNEYS AT LAW
1005 S. MAIN STREET, SUITE 101
CorsiN, KENTUCKY 40701

ROBERT L. BROWN III (606) 528-3073
TERESA J. HILL FAX (606) 528-3289
ST R
July 16, 1999 RECENVED
JUL 1 91999
PUS
Helen C. Helton, Executive Director coﬁif;,,?fg}g"{;t

Commonwealth of Kentucky
Public Service Commission

730 Schenkel Lane
Frankfort, Kentucky 40602

RE: ATTORNEY GENERAL REQUESTS FOR INFORMATION
Application of Citipower, LLC for Rate Adjustment Pursuant
to: 807 KAR 5:076 - Alternative Rate Filing
Case No. 99-225

Dear Ms. Helton:

Please allow this letter to serve as a formal request for the firm of Brown and
Hill, PLLC to be placed upon the service list for the above-mentioned matter.

Your cooperation in this is greatly appreciated, and should you have any
questions or comments, please do not hesitate to contact me.

Sincerely,

e |

R bert L. Brown III

RLB/ca

OK- 4.1
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COMMONWEALTH OF KENTUCKY

' BEFORE THE
KENTUCKY PUBLIC SERVICE COMMISSION R E CE H VE D

JUL 16 1999

PUBLIC SERVICE
In the Matter of: COMMISSION

Application of Citipower, LLC for Rate )
Adjustment Pursuant to: 807 KAR 5:076 ) Case No. 99-225
Alternative Rate Filing )

ATTORNEY GENERAL REQUESTS FOR INFORMATION

Comes now the intervenor, the Attorney General of the Commonwealth of Kentucky, by and
through his Office of Rate Intervention, and submits these Requests for Information to Citipower
LLC:

¢))] | In each case where a request seeks data provided in response to a staff request,
reference to the appropriate request item will be deemed a satisfactory response.

(2)  Please identify the company witness who will be prepared to answer questions
concerning each request.

3 These requests shall be deemed continuing so as to require further and supplemental
responses if thg company receives or generates additional information within the scope of these
requests between the time of the response and the time of any hearing conducted hereon.

@) If any request appears confusing, please request clarification directly from the Office
of the Attorney General.

(5) To the extent that the specific document, workpaper or information as requested does

not exist, but a similar document, workpaper or information does exist, provide the similar




* >

document, workpaper, or information.

(6)  To the extent that any request may be answered by way of a computer printout, please
identify each variable contained in the printout which would not be self evident to a person not
familiar with the printout.

(7)  If the company has objections to any request on the grounds that the requested
information is proprietary in nature, or for any other reason, please notify the Office of the Attorney
General as soon as possible.

(8)  For any document withheld on the basis of privilege, state the following: date;
author; addressee; indicated or blind copies; all persons to whom distributed, shown, or explained,
and, the nature and legal basis for the privilege asserted.

&) In the event any document called for has been destroyed or transferred beyond the
control of the company state: the identity of the person by whom it was destroyed or transferred, and
the person authorizing the destruction or transfer; the time, place, and method of destruction or
transfer; and, the reason(s) for its destruction or transfer. If destroyed or disposed of by operation
of é retention policy, state the retention policy.

Respectfully Submitted,

oy

Elizabeth E. Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, Kentucky 40601
(502) 696-5458



CERTIFICATE OF SERVICE AND OF FILING
I hereby certify that this 16™ day of July, 1999, I have filed the original and ten true copies
of the foregoing with the Public Service Commission at 730 Schenkel Lane, Frankfort, Kentucky,
40601 and that I have served the parties by mailing a true copy of same, postage prepaid to the

following:

DAVID K BROCK
PRESIDENT IBEXCO
P OBOX 523
CORBIN KY 40702

JAMES CURD

MANAGER CITIPOWER LLC
P OBOX 1309

12 COURTHOUSE SQUARE




REQUESTS FOR INFORMATION

1. With reference to Section III, Subsection A, please provide a full explanation of the legal
services provided to Citipower, LLC in the test year and those expected to be provided on a going
forward basis.

2. With reference to Section III, Subsection A, please provide a full explanation of the services
to be provided to Citipower, LLC by the Marketing Employee.

3. With reference to Section I1I, Subsection A, please;

A. Provide an explanation detailing who is to be compensated under the line “Officers
Comp/Consulting” and the services that are to be provided by each.

B. Explain the use of “Based on total investments-less new investments projected for 1999"
as the basis for this expense.

C. Is the expense referenced in subsection B. or the services to be provided giving rise to
that expense expected to change after 19997 If so, please explain the changes expected and the basis
upon which the expected changes are anticipated.

3. With reference to Section III, Subsection A, to whom or what have commissions been paid?
What investments have been sold to generate those commissions?

4, With reference to Section III, Subsection A, please explain the allocation of 1/3 of the
“Salaries paid by Forexco to Citipower” for Forsberg, McCue and Lawson. Include an explanation
of what Forexco is, what it does, who owns it, and whether there is any ownership in common with
those who own Citipower LLC as well as explaining the basis for the salary allocation between the
two companies.

A. In what capacity is Forsberg employed by Citipower and what is the total amount of
his/her annual compensation therefore? In what capacity is Forsberg employed by
Forexco and what is the total amount of his/her annual compensation therefor? Does
Forsberg own any portion of either company, and if so, what portion?

B. In what capacity is McCue employed by Citipower and what is the total amount of
his/her annual compensation therefor? In what capacity is McCue empolyed by
Forexco and what is the total amount of his/her annual compensation therefore?Does
McCue own any portion of either company, and if so, what portion?

C. In what capacity is Lawson employed by Citipower and what is the total amount of
his/her annual compensation therefore? In what capacity is Lawson employed by




o »

Forexco and what is the total amount of his/her compensation therefore? Does
Lawson own any portion of either company, and if so, what portion?

5. With reference to Section III, Subsection A, please explain the allocation of 1/3 of the
“Salaries paid by Citipower to Forexco” for Curd and Ross.

D. In what capacity is Curd employed by Citipower and what is the total amount of his
annual compensation therefore? In what capacity is Curd employed by Forexco and
what is the total amount of his annual compensation therefore? Does Curd own any
portion of either company, and if so, what portion?

E. In what capacity is Ross employed by Citipower and what is the total amount of
his/her annual compensation therefore? In what capacity is Ross employed by
Forexco and what is the total amount of his/her annual compensation therefore? Does
Ross own any portion of either company, and if so, what portion?

6. Are there any other employees of Citipower who work for both Forexco and Citipower? If
so, please identify each such employee, the nature of the employment with/for each company, the
amount of time spent performing duties for each company and the basis for any allocation of salary
between the two companies.

7. Are there any other employees of Citipower LLC only? If so, what are their jobs, and what
is the total annual compensation paid to them?

8. Are facilities (such as office space) or materials, furnishings or equipment (such as furniture,
computers, phone systems and vehicles) shared by Forexco and Citipower? If so, please identify all
facilities, furnishings, equipment and materials which are shared by the two and the basis on which
the expense of each item is allocated between the two companies.

9. With reference to Section III, Subsection A, please provide a full explanation of “Other
expenses - reduction due to cutback and learning curve”. Explain what cutback has impacted
expenses, how it has done so, and how long that impact is expected to continue. Also explain what
learning curve is referenced, how that learning curve has impacted expenses and state whether that
learning curve is expected to further reduce expenses in the future.

10.  Withreference to Section III, Subsection A, do the sales to Citizens Gas utilize the gas supply
resources, distribution or transmission facilities, or any other asset , including personnel or labor,

of Citipower LLC? If so, explain what is used and the extent of its use.

11.  Withreference to Section III, Subsection D, please provide a full explanation of the line item
“Office F & F".

12.  With reference to Section III, Subsection D please provide a full explanation of the line item




“Autos” including a description each vehicle included, the employee to whom that vehicle is
assigned and the function that vehicle performs.

13. With reference to Section III, Subsection G, Attachment G-1, were any surveys or studies
done to compare the cost of natural gas to alternative energy costs of electric and propane service
in McCreary County? If so, please provide copies of those studies or surveys. Further, please provide
all facts, materials, reports and information upon which the statement “It is not uncommon for
Citipower customers to report savings of 50% over propane or electricity.” is based or which
supports that statement.

14.  Has Citipower LLC performed or caused any studies or surveys to be preformed comparing
the costs of alternative electric or propane service in McCreary County to that of natural gas if the
rate increase requested in this filing is granted? If so, please provide copies of those reports or
surveys. If not, please explain the basis for the statement in Section III, Section G, Attachment G-1
which says, “Even with a rate increase, natural gas will continue to be significantly more affordable
than alternative energy costs.” Provide copies of all information relied upon in making that
statement.

15.  With reference to Section IV, Subsection B, concerning the extension of pipeline from Poplar
Grove Road to Bob Musgrove Road, why were/are nine of eleven customers permitted free hook
ups, while two paid/will pay the cost of hook up? On what basis is that differentiation made?

16.  Please provide copies of all contracts or agreements upon which costs are allocated between
Citipower LLC and any other company with reference to labor, personnel, facilities, equipment and
materials.




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

July 16, 1999

David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY. 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY. 42653

Elizabeth Blackford
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY. 40601

RE: Case No.

We enclose one attested copy of the Commission’s Order in

the above case.

SB/hv
Enclosure

Sincerely,

Stephani& Bell
Secretary of the Commission




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF CITIPOWER, LLC )
FOR AN ADJUSTMENT OF RATES )
PURSUANT TO THE ALTERNATIVE ) CASE NO. 99-225
RATE FILING PROCEDURE FOR )
SMALL UTILITIES )

ORDER
This matter arising upon the motion of the Attorney General of the Commonwealth
of Kentucky, by and through his Office of Rate Intervention ("Attorney General"), filed July
9, 1999, pursuant to KRS 367.150(8), for full intervention, such intervention being
authorized by statute, and this Commission being otherwise sufficiently advised,

IT IS HEREBY ORDERED that the motion is granted and the Attorney General is
hereby made a party to these proceedings.

Done at Frankfort, Kentucky, this 16th day of July, 1999,

By the Commission

ATTEST:

Execlitive




COMMONWEALTH OF KENTUCKY

BEFORE THE
KENTUCKY PUBLIC SERVICE COMMISSION A
EAN
NP
2 C
. %
In the Matter of: Q?g/o e9/,
| % B
Application of Citipower, LLC for Rate ) %fc%\
Adjustment Pursuant to: 807 KAR 5:076 ) Case No. 99-225
Alternative Rate Filing )

MOTION TO INTERVENE

Comes the Attorney General, A. B. Chandler, III, pursuant to KRS 367.150 (8) which
grants him the right and obligation to appear before regulatory bodies of the Commonwealth of Kentucky

to represent the consumers’ interests, and moves the Public Service Commission to grant him full intervener

oy, /
ELIZABETHE. BLACKF??’
ASSISTANT ATTORNEY.SENERAL
1024 CAPITAL CENTER DRIVE
FRANKFORT KY 40601

(502) 696-5453
FAX: (502) 573-4814

status in this action pursuant to 807 KAR 5:001(8).

CERTIFICATE OF SERVICE AND OF FILING
I hereby Certify that this the 9th day of July, 1999, I have filed the Original and ten copies of the
foregoing Motion with the Public Service Commission at 730 Schenkel Lane, Frankfort, KY, 40601, and that

I have served the parties of record by mailing a true copy of same postage prepaid to:

DAVID K BROCK JAMES CURD

PRESIDENT IBEXCO MANAGER CITIPOWER LLC

P O BOX 523 P O BOX 1309

CORBIN, KY 40702 12 COURTHOUSE SQUARE
WHITLEY CITY KY 42653

///&% '




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

June 17, 1999

David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY. 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square

Whitley City, KY. 42653

RE: Case No. 99-225

We enclose one attested copy of the Commission’s Order in

the above case.

SB/hv
Enclosure

Sincerely,
STephdD Pet

Stephanie Bell
Secretary of the Commission




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

Iin the Matter of:

APPLICATION OF CITIPOWER, LLC
FOR AN ADJUSTMENT OF RATES
PURSUANT TO THE ALTERNATIVE
RATE FILING PROCEDURE FOR
SMALL UTILITIES

ORDER

)
)
) CASE NO. 99-225
)
)

On June 3, 1999, Citipower, LLC (“Citipower”) applied to the Commission for an

adjustment of rates pursuant to Administrative Regulation 807 KAR 5:076, the alternative

rate filing procedure for small utilities. In its filing, Citipower requested permission to

deviate from the requirements of 807 KAR 5:076, Section 1.

Administrative Regulation 807 KAR 5:076, Section 1, requires the applicant to

have on file with the Commission fully completed annual reports for the immediate past

year and for at least the two prior years when the applicant has been in existence that long.

Since Citipower did not come under the Commission’s jurisdiction until November 1997

and its 1997 and 1998 Annual Reports are on file, the Commission finds that good cause

exists to grant the deviation.

IT IS THEREFORE ORDERED that Citipower's request for permission to deviate

from the requirements of 807 KAR 5:076, Section 1, is hereby granted.




. @ ®
Done at Frankfort, Kentucky, this 17th day of June, 1999.

By the Commission

ATTEST:

Execlitive Direc




COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION

730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602

(502) 564-3940

June 3, 1999

David K. Brock
President

Ibexco

P. 0. Box 523
Corbin, KY. 40702

James Curd

Manager

CitiPower, L.L.C.

P. O. Box 1309

12 Courthouse Square
Whitley City, KY. 42653

RE: Case No. 99-225
CITIPOWER, L.L.C.
(Rates - ARF)

This letter is to acknowledge receipt of initial application
in the above case. The application was date-stamped received
June 3, 1999 and has been assigned Case No. 99-225. 1In all
future correspondence or filings in connection with this case,
please reference the above case number.

If you need further assistance, please contact my staff at
502/564-3940.

Sincerely,

Stephanie M i e

Secretary of the Commission

SB/jc




CITIPOWER, LLC
12 Courthouse Square
, ? Whitley City, KY 42653

ALTERNATIVE RATE FILING
Yay, 1999

CAsE AY-225




RECEIVED

Citipower, LLC  ."°™

Application for Rate Adjustment

Pursuant to:

807 KAR 5:076
Alternative Rate Filing
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Reply to:
Ibexco
P.O. Box 523
Corbin, KY 40702

Ibexco

June 2, 1999

RECEIVED

Ms. Helen C. Helton

Executive Director JUN 0 3 1999
Kentucky Public Service Commission

730 Schenkel Lane PUBLIC SERVICE
P.O. Box 615 COMMISSION
Frankfort, KY 40602

RE:  Alternative Rate Filing for Small Utilities C Ay C\ c\ -2 2 5

Dear Ms. Helton:

On behalf of Citipower, LLC, I respectfully submit the following application for rate adjustment
pursuant to 807 KAR 5:076.

In respect to the Basic Information Section, Question 3 of the application (Has the utility filed an
annual report with this Commission for the past year and the two previous years?), Citipower has
filed an Annual Report for the years 1997 and 1998. Citipower, LLC acquired McCreary Natural Gas
as a farm tap program in September 1996 and operated as such until mid-1997. For this reason, 1
respectfully request written approval from the Commission to consider the Annual Reports filed for
1997 and 1998 as satisfaction of this specific requirement of the application.

Additionally, Citipower, LLC utilizes a flat rate designed billing structure. For this reason, 1
respectfully request the Commission to accept Attachment E as satisfaction of the requirement for a
Billing/Revenue Analysis.

Pursuant to publication of the Public Notice, Attachment G was published in the McCreary County
Record (a newspaper of general circulation within the county) on Tuesday, June 1, 1999 and is
scheduled for publication once a week for three consecutive weeks.

Thank you for your time in consideration of this application, should you have any questions or if I
may be of assistance in any way please contact me at (606) 526-1177.

Sincerely,

= =

David K. Brock
President

4 6 6 8 @ 8 e 8 8 0 6 6 & * o & * o 0 ° ° 9 s s o o @

Serving Tomorrow’s Future Today
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APPLICATION FOR RATE ADJUSTMENT
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

For Small Utilities
Pursuant to 807 KAR 5:076
(Alternative Rate Filing)

-Citipower, LLC
Name of Utility
12 Courthouse Square

Whitley City, KY 42653

Business Mailing Address

Telephone Number (606) / 376-8373
Area Code Number
1. asi nformation

NAME, TITLE, ADDRESS and telephone number of the person to whom
correspondence or communications concerning this application should
be directed:

NAME : David K. Brock — Independent Consultant

Address: P.O. Box 523

Corbin, KY 40702
(606) 526-1177

Telephone Number:

1) Do you have 500 customers oxr fewer? @ No
2) Do you have $300,000 in Gross
Annual Revenue or less? @: No

3) Has the utility filed an annual report with
this Commission for the past year and the

two previous years? Yes Gi:)

4) Are the utility’s records kept separate from

any other commonly-owned enterprise? No
NOTICE: To be eligible for consideration of a rate adjustment
under this regulation, you must have answered yes to either
gquestion 1 or 2 and yeg to both questions 3 and 4 above. If you
answer no to questions 3 or 4, you must obtain written approval
from the Commission prior to filing this Application. If these
requirements are not met, you must file under the Commission’s
procedural rules, 807 KAR 5:001.




II, Increased Cost Information

(1) The most recent Annual Report will be used as the basic test
period data in order to determine the reasonableness of the
proposed rates. The Annual Report used as the basis for this
rate revision is the one filed with the Commission for the 12
months ending December 31, 13_gg.

a. If you have reason to believe some of the items of
revenue and expense listed in the Annual Report will
increase or decrease, please list each item, the expected
increase or decrease and the adjusted amount.

Item Per Amount Per . Increase Adjusted
Annual Report Annual Report ~ {Decre®ase) Amount
Revenue $ $ S

Total Revenue $ S s
Expense
See:

III. ATTACHMENTS

A. Attachment A

Total Expense § $ $

Revenue Less
Expense

$ S mvm—————




Please describe each item that you adjusted on page 2 and
how you know it will change. (Please attach invoices, .
letters, contracts or receipts which w1ll help in proving
the change in cosc)

See notes on Attachment A and also:

1IV. EXHIBITS

A. Exhibits to Attachment A

Please list your present and proposed rates for each
class (i.e., residential, commercial, etc.) of customer
and the percentage of increase proposed for each class:

- Percent
Customer Class Present Rates Proposed Rates Increase

Residential $7.00 "' $8.50 21%

Commercial $7.00 $8.50 21%

Public $6.00 $7.50 25%

' Industrial $6.00 $7.50 25%
-3-




. ‘ IIT. her a

a. Please complete the following questions:

1) Please describe any events or occurrences which may have
an effect on this rate review that should be brought to
the Commission’s attention (e.g., excessive line losses,
major repairs, planned construction).

See:
111. ATTACHMENTS
B. Attachment B
See also:
IV. EXHIBITS
B. Exhibits to Attachment B
2) Total number of customers
as of the date of filing: 227

3) Total amount of increased revenue requested: $30,481.38
Proposed Rate Structure $159,298.31 minus $128,816.93 Current Rate Structure per Attachment E

4) Please circle Yes or No:
a) Does the utility have outstanding
indebtedness? No
If yes, attach a copy of any See:
documents such as promissory notes, 111 ATTACHMENTS

bond resolutions, mortgage

agreements, etc. C. Attachment C

See Also:

b) Were all revenues and expenses Iv.  EXHIBITS

listed in the Annual Report for C.  Exhibits to Attachment C
1998 incurred and collected from xbis fo Atachmen

January 1 to December 31 of
that year? No

1f no, list total revenue and

total expense incurred prior to

or subsequent to this period and
attach invoices or other analysis
which show how amounts were calculated.




5) Attach a copy of the utility’s depreciation schedule of
utility plant in service. Reconcile any differences
between total depreciation shown on the Annual Report for
19 98 and the amount shown on this schedule. See:

1L, ATTACHMENTS

6) If utility is a sewer utility:
D. Attachment D

a) Attach a copy of the latest State and Federal
Income Tax Returns. N/A

b) How much of the utility plant was recovered through
the sale of lots or other contributions
$ or %? (If unknown, state the reason.)

N/A

Please state the ‘reason or reasons why a rate adjustment is
requested. (Attach additional pages if necessary).

A) Projections for 1999 and 2000 excluding capital expenditures reflect
net operating losses.

B) To cover costs for expanding services including new pipeline to
customers throughout McCreary County.

C) Cover prior year capital expenditures for new and backup pipeline.

D) Cover current year capital expenditures for actual and projected
expansion.

E) To cover added costs associated with maintenance of compressor
station.




IV._ Billin alysis

The billing analysis is the chart reflecting the usage by the
customers as well as the revenue generated by a specific level of
rates. A billing analysis of both the current and proposed rates
is mandatory for analysis of this rate filing. The following is a
step-by-step description which may be used to complete the billing
analysis. A completed sample of a billing analysis is also
included. Although the sample reflects water usage, it is equally
applicable for gas companies using a declining block rate design.
This billing analysis is not intended for companies using a flat
rate design.

For Revenue and Billing Analysis

See:
1II. ATTACHMENTS

E. Attachment E




V. General Informati omex. Notic
1) Filing Requirements:

a. 1If the applicant is a corporaticn, a certified copy of
its articles of incorporation must be attached to this application.
1f the articles and any amendments thereto have already been filed
with the Commission in a prior proceeding, it will be sufficient to
state that fact in the application and refer to the style and case
number of the prior proceeding. See: I ATTACHMENTS

F.  Attachment F

b. An original and 10 copies of the completed application

should be sent to:

Executive Director

Kentucky Public Service Commission
730 Schenkel Lane

P. 0. Box 615

Frankfort, Kentucky 40602

Telephone: 502/564-3940

c. One copy of the completed application should also be sent
at the same time to:

Public Service Litigation Branch
Office of the Attorney General
Post Office Box 2000

Frankfort, Kentucky 40602-2000

2) A copy of the customer notice must be filed with this
application. Proper notice must comply with Section 4 of this

regulation. 5S¢ ATTACHMENTS
G. Attachment G
3) Copies of this form and the regulation may be obtained from

the Commission’s Office of Executive Director; or by calling
502/564-3940.

4) I have read and complet this application, and to the best of
igformation contained in this application

my knowledge all the i
N h

is true and correg
&// Officer‘of the C?mpany
Title (T>/uﬁﬁd4n§‘
* AN
Date s \’L\ \\0\0\\

Signed

)




ATTACHMENTS




ATTACHMENT A

Citipower, LLC
Alternative Rate Filing
11, Increased Cost Information

1) The most recent Annual Report will be used as the basic test period data in order to determine the reasonableness of the proposed
rates. The Annual Report used as the basis for this rate revision will be the one filed with the commission for the 12 months ending December 31, 1998

(a) If you have reason to believe some of the items of revenue and expenses listed in the annual report will increase or decrease, please list each item,
the expected increase or decrease and the adjusted amount.

1998 Annualized Using Proposed Rate Increase

1998 Actual increase or Adjusted
per Annual Report  (Decrease) Amount
Gas Sales - Citipower Customers $ 131,288 $ 175638 $ 306,926 Based on 1998 Actual Customers Added - 70; Using proposed rates $7.50 and $8.50
Gas Sales - Citizens Gas $ 54276 $ 323,033 $ 377,309 Increase sales due to new steel backup line to Tennessee
Other Revenue $ 26,177 $ 19275 $ 45,452 Based on increase from 1997 to 1998 (takes into account 70 new customers added)
. Total Revenues $ 157,465 $ 194913 $ 352,378
Expenses
Cost of Goods Sold-Citipower Customers ~ $ 54689 $ 33,771 $ 88,440 )
Cost of Goods Sold-Citizens $ - s e e
(180,000 mcf @ 1.82/mcf) $ 49709 § 327600 $ 377309 C  Estimate- Citizens Gas have not been included
Adjustment for Line Loss/Compressor Burn in Revenues or Bxpences
(Avg 0.45 per mcf; estimated mcf's for

1999 - 180000) $ - $ (81,000) $ (81,000) Per Contract for Gas Purchase
(Compressor Fees) ’

(avg 20 wells @ $100 per well per month) _$ - $ (24,000) $ (24,000) Per Contract for Gas Purchase
Total Cost of Goods Sold $ 54668 $ 33771 $ 88,440
Gross Profit $ 102,796 $ 161,142 $ 263,938 Gross Profit from Sales to Citipower Customers Only
Operating Expenses
insurance-Workmen's Compensation $ 4,794 $ 1461 $ 6,255 A  Additional premium based on 12/98 Audit by Ky Mutual
Compressor Maintenance $ - $ 72000 $ 72,000 A  New Compressor Added in 1998 - Monthly rent and Maintenance .: ints wM..:M included
Contract Labor - Rick Wilson $ - $ 10400 $ 10,400 Rick Wilson in Fixed Costs - relates to
Marketing (New person) $ - $ 21600 $ 21,600 Marketing Employee sales to Gitizens Gas
Interest Expense $ 11,399 $§ 42500 $ 53,899 A  Note Payable - $500,000 - Bank of McCreary
‘ Officers Comp/Consulting $ 251,840 $ (50,0000 $ 201,840 Based on total investments-less new investments projected for 1999

Commissions $ 25774 $ (10,000) $ 15,774 Based on investments sold
Engineering Fees $ 11,883 $ (5,000) $ 6,883 Expect less engineering work in 1999
Legal Fees $ 60,672 $ (15,000) $ 45,672 Expect less legal work in 1999
General & Admin Salaries - Allocation $ - $ 100,000 $ 100,000 1999 Allocation 1/3 of Salaries paid by Forexco to Citipower (Forsberg, McCue, Lawson)
General & Admin Salaries - Aliocation $ 176,761 $ (20,005) $ 156,756 1999 Allocation 1/3 of Salaries paid by Citipower to Forexco (Curd, Ross)
Other - not specificaily broken out $ 330,012 $ (36,000) $ 294,012 Other Expenses - reduction due to cutback and learning curve
Other income $ (5,109) $ 1,000 $ (4,109) Interest - less cash in accounts earning interest.

Total Operating Expenses $ 868,026 $ 40,956 $ 908,982
Net Income (Loss) $ (765,230) $ 120,186 $ (645,044)
Noncash Expenses included above
Officers Comp/Consulting $  (251,840) $ (201,840)
Depreciation/Amortization (in Other) $  (132,236) $ (132,236)

Sub-Total (Cash expenses) $ 483,950 {'$"-574,906- 7 Excludes capital expenditures
Projected Capital Expenditures

Loop line $ 350,000
New cystomers-Josh Hill, Musgrove, Hayes $ 104,790 B  Estimates for Hayes, Musgrove

Total C enses $ 1,020,696 .




ATTACHMENT B

Citipower, LLC
Alternative Rate Filing
Ill. Other Information

1Y), a.), 1) Describe any events or occurrences which may have an effect on this rate review that should be brought to the Commission's attention:
1998 Capital Expenditures - Actual Description of Expenditure
$ 426,888.63 Installation of 1", 2", 3", 4" & 6" Pipeline for expansion of infastructure in McCreary County
and hook-up of new customers

3 42,991.19 70 New customers added to burn in 1998

$ 1,023,076.52 Construction in 1998 (and continuing in 1999) of 4" steel backup pipeline

$ 125,480.17 Installation of compressor station for 4" steel backup pipeline
$ 10,587.26 Installation of Regulator/Odorant Station in 1998.
$ 21,477.21 Purchase of new trucks and major repairs to ditchwitch

$  1,650,500.98 Total Capital Expenditures in 1998

1999 Capital Expenditures - Actual Description of Expenditure
$ 23,823.56 Continuing expansion of 1", 2", 3" & 4" pipeline for new customer hookups and expansion of
infastructure.
$ 7,018.79 Completion of 4" steel backup pipline
$ 15,682.45 Completion of compressor station
$ 2,323.12 Completion of regulator/odorant station
$ 3,5681.06 New customer hook-ups - 18 new customers added to burn in 1st quarter 1999
$ 52,428.98 Total capital expenditures through 3/31/1999

1999 Projected Capital Expenditures
$ 104,790.00 New customers-Josh Hill, Musgrove, Hayes

$ 350,000.00 Loop line

$ 454,790.00 Total 1999 Projected capital expenditures

1999 § 507,218.98 Total actual and projected capital expenditures

—_——




ATTACHMENT C

Citipower, LLC
Alternative Rate Filing
ill. Other Information

II.) a., 4), a) Does the utility have outstanding indebtedness? If yes, attach a copy of any documents such as promissory notes, bond resolutions, mortgage agreements, etc.

Date Lender Type Amount Maturity Date Comments
November 11, 1997 Bank of McCreary Line of Credit $ 250,000.00 November 11, 1998 Working Capital - Construction
November 11, 1998 Bank of McCreary Line of Credit $ 250,000.00 November 11, 1999 Renewal of above Line of Credit
December 16, 1998 Bank of McCreary Note Payable $ 500,000.00 December 16, 1999 Infrastructure/Construction
January 6, 1999 Bank of McCreary Note Payable @ $  250,000.00 January 6, 2000 Purchase - LBU
Various Bank of McCreary Vehicle Note $ 27,157.00 February 10, 2002
Various BankOne Vehicle Note $ 298,342.00 December 21, 2001




ATTACHMENT D

Sommary of PPAR
Chipower
1223196 123197 123198
Adjusted Adjudting Unadj. Adjited Adjusting Unsdj. >&ﬁ.& Adjwting Unadj.
Cont Entry Cou Dcpn Exp AccDem Cost Entry Coat DepnExp ~ AccDepn Cost Entry Cost Depn Exp Ace Depn
Oftice Building 125,000.00 50,000.00 75,000.00 (1,230.00) (1,250.00) .Nu.§.8 123,000.00 (5,000.00) (6i250.00) 125.000.00 - 125,000.00 (5,000.00)  (11,250.00)
Office F&F 9,176.88 0.00 9,176.88 (314749 (314.74) 9,176.88 (797.86)  9,91474 239229  (2907.03) 9,176.88 - 9,176.88 (239229 (39N
Aotos U533 443 - a29n (14290 6347509 (9,005.2) TIsK030 (10,458.08)  (11/200.96) 3731109  (LETLS3) E9.183.02 (1714829  (28,349.29)
Comprensor Site . - . . . . . . . . HI09407 2135616 83,791 (37T03)) o3y
EquipmodDW-Other 25,0080 20,000.00 3,000.00 (L250.00)  (1,250.00) 4132548 (3,285.87)  50,614.05 (3.879.8%)  (10/129.08) 4996069  (S6260) 50,3229  (9,43437)  (19,966.25)
Equip-Meters-setup 102,79800  102,798.00 . Q60478  (3,60474) 160,52330  (14,678.89) 175,202.19 (19935.78)  (23540.52) 19585294  (3,88296) 20473590 (24,89479)  (48,435.31)
Pipcline-1" & 2" 295,680.00  205,680.00 . (2,696.00) (3,626.00) 27393258 (100,075.00) 374,007.58 (14,784.00)  (12/480.00) 307,694.94  (3,392.32) 311,092.26 (1508437  (33,564.37)
Pipeline-3" . - - - 179.180.92 {813.33) 179,994.2% - - 245,153.63 (916.07) 249,069.70  (6.133.84) {6,153.8¢)
Pipelinc4® 316,80000  316,%00.00 - (3,960.00) (3,960.00) 361.593.72 2,825,485 38, 11327 (15,840.00)  (19800.00) 583,663.84  (2,516.63) 586,18047 (19,175.80) (38,973.30)
Pipeline-6" . . . . - 290,73887  22,170.62 268,568 2% - - 438,965.67  (25,671.13) 3514,036.80 :NNM.M 14) :N.NN.--.—AV
Pipeline-Steet . . - - - 11,048.70  11,048.20 - - - 1.009.962.58 1768746 99227512  (5260.22) G.NS..NN..
Reg-Odorant Station . - - . - . - - - - 7.320.78 (23.13) 734388 (1.42) (25.42)
PP&BOther - (OLTAE) 70172482 - . e (in,195.08) S7,195.08
Total PP &E 919.029.21 (15,018.39) {13,018.39) 3,927,003.54 (77,290.00) (92308.39) 3,222,166.08 (117,565.85)  (209.874.24)
Deprecistion Expene/Accumsted Deprec. per TB (102,672.00)  (102,6772.00 (29447100} (309,489.39) . (92.308.39)
Adjosment to Comectly Site 87,653.61 £1,651.61 217.181.00  217,183.00 (117,365.85)  (117,565.8%)
Depreelation Exp./Accum, Deproe.

Note: Dufing our revisw of PP & €, we nolod tht the cllenl did nol have a caphailzation policy; therefors, we adjustcd all Roms in PP & E less than $500.00. except for the
Rerns in the Steel Pipefine categary, which were malnly for sssements, which should be caplitalized.

Also, the cliont was toth istion exp using tax basls, we h ated dapreciation exp batod on a straight-line basis, We have recognized a fult
aogagg.fsaa}g!-.%&ggc?i:

Wo tostod all PP&E Rems greater than $5,000 end any adjustments we foundiin our festing Is natad In the adjusting crtrics above. Thorofore, any ltems included in the detsd
PP & E fisting at wip above $5,000 huve been tested without excoption.

. vvbmb.l! Summary Puage 1



ATTACHMENT E

Citipower, LLC

Alternative Rate Filing
Billing/Revenue Analysis

BILLING & REVENUE ANALYSIS -- CURRENT RATE STRUCTURE

CUSTOMER CLASS TOTAL # # OF MINIMUM CUSTOMER CHARGES CUSTOMER CHARGES # of MCF |# OF MCF USED RATE GAS SALES TOTAL
OF BILLS BILLS Minimum Billing Late Payment Fees REVENUE BILLED |BY CUSTOMERS REVENUE REVENUE
RECEIVING
MINEMUM BILLS
Domestic 1,494.00 486 $2,430.00 $422.91 $2,852.91 4,774.97 68.77 $7.00 $33,424.79 $36,277.70
Commercial 242.00 91 $455.00 $65.00 $520.00 2,116.44 12.87 $7.00 $14,815.08 $15,335.08
Institutional 127.00 49 $245.00 $245.00 9.411.73 8.09 $6.00 $56,470.38 $56,715.38
Industrial 23.00 6 $30.00 $30.00 4,017.78 0.99 $6.00 $24,106.68 $24,136.68
TOTAL 1,886.00 632 $3,160.00 $487.91 $3,647.91 20,320.92 $0.72 $128,816.93 $132,464.84
* Total unbilled MCF pursuant to minimum billing. Not reflected in Gas Sales Revenue or Customer Charges Revenue Revenue Loss on Gas Used by Customers Receiving Minimum Bills (625.96)
_ _ Adjustment for 9 MCFcommercial not reflected on Annual Report (63.00)
Late Fees on Page 9, Line 13 of Annual Report are not included in Page 9, Line 6 "Total Sales to Ultimate Customers” Deduction for Late Payment Fees Collected (487.91)
TOTAL REVENUE $131,287.97
REVENUE ANALYSIS -- PROPOSED RATE STRUCTURE
CUSTOMER CLASS TOTAL # # OF MINIMUM CUSTOMER CHARGES* CUSTOMER CHARGES # of MCF |# OF MCF USED RATE GAS SALES TOTAL
OF BILLS BILLS Minimum Billing Late Payment REVENUE BILLED |BY CUSTOMERS REVENUE REVENUE
RECEIVING
MINIMUM BILLS
Domestic $0.00 $0.00 4774.97 $8.50 $40,587.25 $40,587.25
Commercial $0.00 $0.00 2116.44 $8.50 $17,989.74 $17,989.74
Institutional 30.00 $0.00 9411.73 $7.50 $70,587.98 $70,587.98
Industrial $0.00 $0.00 4017.78 $7.50 $30,133.35 $30,133.35
TOTAL 0 0 $0.00 $0.00 $0.00 20,320.92 $159,298.31 $159,298.31
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State of Delaware

Office of the Secretary of State

PAGE 1

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF LIMITED LIABILITY COMPANY OF
"CITIPOWER, L.L.C.", FILED IN THIS OFFICE ON THE THIRTIETH DAY

OF MAY, A.D. 1996, AT 10 O'CLOCK A .M.

Lihrn]

Edward |. Freel, Secretary of State
9747880

2628643 8100
: AUTHENTICATION:

991190873 05-17-99
DATE:
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STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 10:00 AM 05/30/1996

960156284 - 2628643

CERTIFICATE OF FORMATION
OF

CITIPOWER, L.L.C.

1. The name of the limited liability company is Citipower, L.L.C. (the “Company”).

2. The address of the registered office of the Company in the state of Delaware is
Corporation Trust Center, 1209 Orange St., Wilmington 19801, County of New Castle;
and the name of the registered agent for service of process of the Company in the State of
Delaware at such address is The Corporation Trust Company.

3. The date of dissolution of the Company shall be April 30, 2046.

IN WITNESS WHEREOF, the authorized person whose name is set forth below has
executed this Certificate of Formation this 28th day of May, 1996.

FORSBERG OIL CO., INC.

By: ’\\Kw,we b —}r,uf/(««-w\’

Daniel R Forsberg




ATTACHMENT G

PUBLIC NOTICE OF PROPOSED RATE CHANGE

Pursuant to public notification provisions relating to an application for rate adjustment
with the Kentucky Public Service Commission, Citipower, LLC proposes the following
amended rate structure.

Customer Class Current Rate Proposed Rate = Amount of Increase  Percent Increase

Residential $7.00/mcf $8.50/mef $1.50/mcf 21%
Commercial $7.00/mcef $8.50/mcf $1.50/mef 21%
Public $6.00/mcf $7.50/mcf $1.50/mef 25%
Industrial $6.00/mcf $7.50/mef $1.50/mcf 25%

The rates contained in this notice are the rates proposed by Citipower, LLC. However,
the Public Service Commission may order rates to be charged that are higher or lower
than the rates proposed in this notice. Any corporation, association, body politic or
person may request leave to intervene by motion within thirty (30) days after notice of
the proposed rate changes is given. A motion to intervene shall be in writing, shall be
submitted to the Executive Director, Public Service Commission, 730 Schenkel Lane,
P.O. Box 615, Frankfort, Kentucky 40602, and shall set forth the grounds for the motion,
including the status and interest of the movant.

Copies of the application may be obtained at no charge from Citipower, LLC at 12
Courthouse Square, Whitley City, Kentucky 42653.

Upon request from an intervenor, the applicant shall furnish to the intervenor a copy of
the application and supporting documents.




ATTACHMENT G-1

Published in McCreary County Record on May 25, 1999

Jwould low-cost energy mean savings 1o local residents, but e knew that county-wide natural gas

. We rmmedxately set out to dehver on ‘our promrsec SRS

Slgmﬁcant expa.nsron of Mcheary County s natural- gas infrastructure began in early 1997 with
lthe ‘construction of 16.5 miles of pipeline linking Pine Knot, Stearns and Whitley City to the nat-

- affordable natural gas to local resxdents. but had become a catalyst for economic development as
’ well y

. CitiPower, L.L.C.
Gas Drsmbunon Company .

Jamos E. Curd, Vice President -
. 12 Courthouse Square, P.O. Box 1309
T “Whitley City, KY 42653 o
Off' ice 606-376-8373 ~Fax 606-376-8830 - Pager: 423-569-7462

Open Letter To Residénts of McCreary County

When Crupower. LLC purchased McCreary "Natural Gas Systems in September, 1996, we
promised to be a partner in the prospenty natural gas' would bring to McCreary County. Not only

servrce would attract mdusuy and better paymg Jobs

ural gas supply. Upon completion of the pipeline in May 1998, Citipower had not only brought

ln order to guaramee an unmtem'upted supply of -natuiral gas to McCreary County, Citipower

Invesung over 52 mxlhon dollars wasn t the end-it is just the begmmng

[the affordability of natural gas. How affordable? It is not uncommeon for Citipower customers to

, veys conducned by the Department of Energy.

A commumty wé serve are aware of our plans. The followmg relevant points should be noted:

° There has not been a rate mcrease in'six years.
_f* Our current rates are the lowest of all surrounding counties. Our proposed rates will be about the

“J* Even with a rate increase, natural gas- wrll cormnue to be srgmficamly more affordable than alter-

‘ § In order to continue expansmn of services in the county our rates must reflect the rising labor,

‘ISquare, Whitley Crty

'With every passing day mote resrdences and businesses of McCreary County are beneﬁtmg from
report savings of 50% over propane or electricity. These savings are consistent with nauonal sur-
To insure that Cmpower continues to provide the high-quality, cost-saving service its customersj
have come to enjoy and enable the company to service new customers in the future; we are seek-

ing approval for a modest rate increase from the Kentucky Public Service Commission. Approval,
if granted, will not occur for several months, but it is important to us that our customers and the

same as those charged in neighboring communities.
native energy costs.
matenal and construcuon costs that we must bear to build mfraslmcture in the county.
As parnters in prospenty we will continue to do our : part and look for your support If you have

of ways we can better serve the cornmumty please stop by the Citipower oﬁices at 12 Courthouse

é g ! ‘ .Smcerely,

invested an additional $1.2 ‘million jn 1998 to build a compressor station and lay an 11.5-mile} .
pipeline from: Strunk to -an mterstate gas lme in Onexda Tennessee Consu'uctlon was completed :
;mMay, 1998. AR AN A : . S

any questions about the affordability of naniral gas, olr ongoing commitment to McCreary County} -

Jimmy Curd, Vice President, Qperations
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Kentucky Employers' Mutual Insurance

250 W. Main Street, Suite 900 RECEIVED FEB 02 1999

Lexington, KY- 40507

"Making Torkers” Comp Work"
FINAL AUDIT SUMMARY/INVOICE -

Date: 01/28/1999

Page: |
The Insured: Policy Number: 225270
CITIPOWER LLC & FOREXCO INC
2122 ENTERPRISE RD

GREENSBORO NC 27408

Inception Date: 01/08/1598
Cancellation Date: 01/08/1999
Days In Force: 365
Due Date: 02/27/1999
. e e e e e e

CODE CLASS DESCRIPTION: . NUMBER: REMUNERATION: RATE/$100: PREMIUM:
8810 R  CLERICAL OFFICE EMPLOYEES NOC $25,408.00 $.44 $111.80
6216 R  GAS OR OIL LEASE WORK NOC - NATURAL $0.00 $13.66 $0.00

GAS - BY CONTRACTOR - & DRIVE
7502 R GAS COMPANY: NATURAL GAS - LOCAL $147,417.00 $4.33 $6,383.16
DISTRUBUTING - & DRIVERS -

Basc Premium: $6,494.96
Exp. Mod. Rate:  01/08/1998 - 01/08/1999  1.00 $.00
Rate Adjust Factor:  1.00 £0.00
3 \%gq Increased Limits: $129.90
’ E% \! Short Rate Factor: "$0.00
“EJD ; Premium Discount; $32.87
ﬁ@@ Expense Constant: $140.00
?" , Total Premium: $6,681.99
T Late and/or Reinstatement Charges: $0.00
$ 55 Taxes & Assessments: 9% $601.38
PATIDMAR]21999%102 2= o —

=% ‘7 %82- Grand Total: 4203,
- . Amt. Paid by [nsured: -$2,878.02
‘ Over/Short Writeoff Amount: $0.00
Additional/Return Premium: . $4,405.35

'"PAID MAé291999
1\q7¢v

THANK YOU FOR YOUR BUSINESS.
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UNIVERSAL COMPRESSION, INC.
o RENTAL CONTRACT

- CITIPOWER, LLC : No.: 982780172
UCI Unit # 201701

QOctober 28, 1998
MONTHLY RENTAL AND TERMS

_Page 3

The monthly rental for the equipment quoted herein shall be as follows:!

Two thousand, nine hundred dollars ($2,900.00}.

The rental shall be payable monthly in advance at UCI's Houstoy office, for a minimum term of twelve
:- (12)months, commencing from the date of shipment*. Upon expiration of the minimum term, such rental shal}

continue from month to month. Either party may terminate this agreement at the etpuanon of the minimum

term upon thirty (30) days written notice prior to such expiration or upon thirty (30) days prior written notice
.~ thereafter. - Rentals shall cease at the expiration of such thirty (30) days, provided Customer has returmned the
" equipment to UCI's designated terminal.

| *Lease payments begin one (1) week after arrival on location.

MONTHLY EQUIPMENT AVAILABILITY

I UCI will endeavor 10 provide a monthly availability of the Equipment fumished in this proposal of 95% (*Praposcd Mowthly Availubility”) subject to the
provisions below.,

2, Any month when the actunl monthly aveilability s less thun the proposed monthly evailability, the renwl rate shall be 1d|uslcd by an availability factor in
accordance with the following:
(a) To determine acrusl monthly availability, the tollowing formula
shall be used: ® Hour uipment avuilable during month
* 23 x number of dgys in month x 100 = %
) ‘To determine the availability tactor, the following formula shall be used:

Agtual monthly availability
Proposcd monthly availubility =
(c) The rental rate shail Ee adjusted in accordance with the following:
Monthly Rentat Rate x Availability Factar = Adjusted Rental Rate
3. There shal} be no reduction in the rencal rate if the compression cquipment was not available due to the fault of CUSTOMER or C.LSTOMERb operation.
4, Paragraphs ! and 2 abuve shall not be effective during the first thirtv (JQ) days after commencement of the tem as stated. in Amcle 1 of the Proposed Leate
Terms or during the tirst thirty (30 } days after which UC) replaces or substitutes equipment.
TS In the event of breakdown or non-availability of equipment for any cause, UCT's labitity to CUSTOMER shall he hmltcd t0 a reduction of the rental rate as
' provided above and in no event shull UCT be liable to CUSTOMER tor sny conscquential loss, damage or expense as a tesult thereof’.
6. Downtime beginy when UCH is notified the ymit i3 down.
- 7. Request jor downtime credit thust be received by UC!, Houston, Texas, in writing thirty (30) days from the end of the monthin which the downtime occurred.

£ight (8) hours per manth allowed for scheduled preventive maintenance. (only applicable if UCT provides maintensnce)
- This Contract is subject to the attached terms and conditions on page 4.

3 Accepted this 3 day of 7]‘0(;&*\&« , 1998

Submitted By:
Tim Nicely- :
District Manpager -

Return original to:

CI’I‘IPOWER, LLC : Universal Compression, Inc
P.O. Box 40009

BY_/s £ OGand ' Houston, TX 77240

‘ . Telephone: (713) 466-4103 or (300) 234-4650
ITs: \), Lo

‘\ese prices are subjéct to applicable Federal, State, and Lacal sales and/or use taxes.
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'B.K.R. Well Service Company
. P.0.Box 5225..0neida, TN -37841-.
Office: (423)569-8999..Fax: (423)569:8997

- :COMPRESSOR - FIELD OPERATOR AGREEMENT
| cmpowm LLC. |
| B.K.R. WELL SERVICE COMPANY

. WORLEY COMPRESSOR SITE
- WINFIELD, TENNESSEE

JANUARY 1, 1999

: ACOST AND;TERMS' A PAYMENT OF $1,500.00.PER MONTH, PAYABLE AT
o THE END OF EACH MONTH FOR A MINIMUM TERM
OF 12 MONTHS;

. SI;RVICE 'PKOVIDED

: Prmnde da,ﬂy opemtmn -and i 1mpectlon of compressor and plam equipment and all
: 'a.ssocxated gauges . :

“heck all fluid levels and maintain as.required:
‘Check Dchy daily and maintain operatmg tempcrarure glycol le» e!s
“glycol pump and bumner efficiency; -
"Check all vessels: for dump opcrauon hquid 1evels and filter replacemems .
-as required; -
‘Observe and report field pressure (suct:on) compressor dlscharge -presSure
-and pipelinie presgure (sales); . :

.‘Change chart as required, ‘

Notify Universal Compression, Inc. of any compressor problems and
aintain any requnred reports, ' PRTRENPE
“Follow all operating procedures as recommended by Umversal T

..Compressian, Inc.; RIS
‘Responsible for transportation, fuel and 1 msuranoe

“Maintain 24 hour./ 7 day on call service; B

,:"Subrmt monthly opcratmg reports 10 Cmpower

. 1999,

WELL ZZR;VICE chL%
8 4o : BT 3

TITLE. omme,, TR




RECEIVED JAN”

omemm. o | - o

6 1999
PRODUCER GAS PURCHASE CONTRACT

This Contract for the purchase of natural gas is made on

the )‘/(I‘ of D("Q‘Mbl/\ , 1998 at Helenwood, Tennessee, by

and between CitiPower, L.L.C. of 12 Courthouse Square, P.0O. Box
1309, Whitley City, Kentucky 42653, hereinafter referred to as
"Seller," and CITIZENS GAS UTILITY DISTRICT, with its principal
office at Highway 27, P. O. Box 320, Helenwood, Tennessee, 37755,
it being a natural gas utility district serving Scott and Morgan
Counties, Tennessee, hereinafter referred to as "Purchaser."

WIINESSETH:

WHEREAS, the Seller owns or has contracts to purchase gas
from certain gas wells located in McCreary and Whitley Counties,
Kentucky. Seller is willing to sell natural gas that it has under
contract to Purchaser; and

WHEREAS, the Purchaser is willing to purchase the natural
gas from the Seller; and

NOW, THEREFORE, for and in consideration of the sum of
Ten ($10.00) Dollars and other good and véluable consideration, the
receipt and sufficiency of which are hereby acknowledged, the
parties to this Contract agree to the following:

1. Seller has built or will build a natural gas pipeline

to connect with Purchaser's natural gas pipeline at the




o K
Stephens/Pine Hill station, or has contracted for the use of a
pipeline owned by third parties that connect with Purchaser's line,
therefore, the Purchaser hereby agrees to purchase the gas
delivered from the Seller's pipeline at the Stephens/Pine Hill
station for the term set forth below.

2. The price the Purchaser will pay the Seller for the
gas will be measured by each thousand cubic feet (mcf) of gas at
the sales meter located at the Stephens/Pine Hill_station, less 4%
per mmbtu for compressor fuel, and is as follows: Pu:chaser will
pay the Seller on an mmbtu basis for volumes equallto or greater
than 1,000 mmbtu per aay at any one delivery point, the index price
established and published in the publication entitled "Inside
F.E.R.C.'s Gas Market Report" as set forth in the Table entitled
"Prices of Spot Gas Delivered to Pipelines" under the Listing
"Tennessee Gas Pipeline Co., Louisiana & Offshore (zone 1).
Purchaser will pay the Seller on an mmbtu basis for volumes equal
Lo or greater than 500 mmbtu per day, but less than 1,000 mmbtu per
day, at any one delivery point, the indéx price established and
published in the publication entitled "Inside F.E.R.C.'s Gas Market
Report" as set forth in the Table entitled "Prices of Spot Gas
Delivered to Pipelines" under the Listing "Tennessee Gas Pipeline

Co., Louisiana & Offshore (zone 1), less Fifteen ($0.15) cents per

2
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mmbtu. Purchaser will pay the Seller on an mmbtu basis for volumes
less than 500 mmbtu per day at any one delivery point, the index
price established and published in the publication entitled "Inside
F.E.R.C.'s Gas Market Report" as set forth in the Table entitled
"Prices of Spot Gas Delivered to Pipelines" under the Listing
"Tennessee Gas Pipeline Co., Louisiana & Offshore (zone 1), less
Thirty ($0.30) cents per mmbtu. The month of publication for
"Inside F.E.R.C.'s Gas Market Report" shall determine the price to
be paid for deliveries made to Purchaser for the same month as the
publication issue.

3. The term of this Agreement shall be for thirty (30)
days from the date hereof, and continuing thereafter under the
covenants, terms, and conditions set forth herein unless the party
desiring to terminate this Contract shall give thirty (30) days
written notice sent by certified mail, return receipt requested, to
the other party of -its intention to so terminate; provided,
however, that Purchaser is hereby given the right to terminate this
Agreement at any time it is required t6 do so by any federal,
state, or local governmental agency, or at any time that the Board
of Trustees of Purchaser determines, by majority vote, that it is
not in the best interest of the customers of Citizens Gas Utility

District to continue the same,




4. Seller grants and guarantees to Purchaser, so far as
Seller has the right so to do, a meter location and a compressor
location with full right of ingress and egress to and from said
Stephens/Pine Hill station, and the further right to do thereon
acts necessary or convenient for the carrying out of the terms of
this Contract. All pipelines and equipment placed, or caused to be
placed, on such sites by Purchaser shall be and remain Purchaser's
property and may be removed by Purchaser at any time. This
paragraph shall not be construed as creating an obligation on the
part of the Purchaser to install compression or to loéate its meter
station at any particﬁlar location other than where Purchaser deems
necessary in its sole and absolute discretion.

5. Seller agrees that the gas delivered hereunder will,
upon delivery:

A. Have a total heating value of not less than one
thousand(1,000) btu's' per cubic foot; however, should the total
heating value of the gas fall below one thousand (1,000) btu's pér
cubic foot during any month, Purchasér, at Purchaser's sole
discretion, shall have the right to refuse to accept delivery
thereof;

B. Not have been processed, stripped, refrigerated, or

in any way treated to lower the btu content below one thousand

4




(1,000) btu's per cubic foot;

C. Be commercially free from dust, hydrocarbon liquids,
water and any other substance that might become separated from the
gas in Purchaser's or Purchaser's designee's facilities, and Seller
at its sole expense shall furnish, install, maintain and operate
such drips, separators, heaters and other mechanical devices as may
be necessary to effect compliance with such requirements;

D. Not contain more than twenty (20) grains of total
sulfur, nor more than one (1) grain of hydrogen sulfide per one
hundred (100) cubic feet; |

E. Not céntain more than five parts per million (PPM)
by volume of oxygen, and Seller shall make every reasonable effort
to keep the gas free of oxygen;

F. Not contain more than four percent (4%) by volume of
a combined total of carbon dioxide and nitrogen components;
provided, however, that the total carbon dioxide content shall not
exceed three percent (3%) by volume;

G. Have a temperature of nof more than one hundred
degrees (100%) Fahrenheit;

H. Have been dehydrated by Seller for removal of
entrained water present therein in a vapor state, and in no event
contain more than seven (7) pounds of entrained water per million

5




cubic feet, at a pressure base of fourteen and seventy three
hundredths (14.73) pounds per square inch and a temperature of
sixty (60) degrees Fahrenheit as determined by dew-point apparatus
approved by the Bureau of Mines or such other apparatus as may be
mutually agreed upon;

I. Shall not be of a pulsation level which, in the
opinion of Purchaser or Purchaser's designee, hinders accurate
measurement.

6. As to gas which cannot meet the specifications set
out above, Purchaser shall have the option to:

A. Refuse to accept delivery of such gas and in thé
event Seller cannot correct such deficiency despite its best
efforts within a reasonable period of time, this Agreement will
terminate as to such gas; or

B. Upon notice to Seller, accept such gas at a reduced
price, to be mutually agreed upon by the parties. However, in the
event Purchaser accepts nonconforming gaé, such acceptance shall
not be construed as a waiver of Purchaser;s right to demand strict
compliance by Seller in the future.

7. The Seller will pay for all gas lines needed to
connect the Seller's pipeline to the delivery point at the
Stephens/Pine Hill station, which is defined as the point where the

6




gas is measured and enters the Purchaser's pipeline system. Each
party has the'responsibility for the gas in its own pipeline.
Deliveries of gas pursuant to this contract are expected to be made
at pressures ranging from 250 psi to 400 psi. Therefore, all
equipment and fittings installed by Seller must be rated to
withstand operating pressures in excess of 400 psi and must be
maintained in a safe and operational manner. A purchase meter
will be installed at the delivery point. The meter will be a high
pressure type meter as determined by American Gas Association
Standards, which for volumes equal to or greater than.SOO mmbtu per
day, shall be an orifice meter with a seven (7) day chart, and for
volumes less than 500 mmbtu per day, shall be an orifice meter with
a thirty-one (31) day chart, which shall be purchased and installed
at the Seller's expense. The Seller will install the meter, all
regulators, valves, safety relief valves, and check valves as
Purchaser deems necessary to comply with the utility regulations.
Purchaser will have the sole and exclusive right to control any and
all regulators, valves, safety relief vaives, and check valves at
the point of delivery. Seller will take all steps necessary to
insure a safe delivery pressure.

8. The Seller will maintain its pipeline and

connections at the delivery point in a safe and suitable condition

7




at all times and shall comply with all State and Federal rules and
regulations. The Seller is required to obtain and maintain all
easements, rights of way, leases, and meter station agreements.
The Purchaser and Seller will each own the equipment and materials
that they contributed to comply wiph this Contract. This Contract
is not a partnership nor joint venture, and each party will own the
equipment it has supplied.

9. The purchase meter will be tested and calibrated at
regular intervals, the cost of which shall be divided equally
between Seller and Purchaser, by a qualified testinglfirm selected
by Purchaser. The méter and instrument will be tested separately.
The Seller will pay for all necessary replacement parts to maintain
the accuracy of the meter and instrument. Either party at any time
it guestions the accuracy of the meter or instrument may order a
test to be conducted by a qualified testing firm, provided it
observes the same procedures as the tests performed on regular
intervals. 1In the event the test establishes that the meter is
measuring gas with a two percent (2%) maréin of error or less, the
expense of the test shall be paid by the party requesting the test
and no adjustments to gas volumes shall be made; it being expressly
agreed that a two percent (2%) margin of error or less is an
acceptable tolerance for both parties. In the event the test

8
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establishes that the meter measurement has a margin of error
greater than two percent (2%), so that the meter is measuring less
gas than is actually being delivered, and such slow measurement is
a result of the Seller's noncompliance with the quality provisions
contained herein, Purchaser shall not be held 1liable for gas
delivered to Purchaser and not properly measured, so that Seller
will only be paid for the meter reading amount. In the event the
test establishes a greater than two percent (2%) margin of error so
that the meter is measuring more gas than 1is actually being
delivered, Purchaser shall be entitled to a credit because of the
meter error. In the event the test establishes a greater than ﬁwo
percent (2%) margin of error so that the meter is not measuring all
of the gas delivered to Purchaser, and Seller is in compliance with
the quality provisions for the gas set forth herein, Seller shall
be entitled to a credit for the amount of gas not accurately
measured by the meter. The credit to which either Seller or
Purchaser may be entitled shall be established by multiplying the
difference between the actual percentage’margin of error and two
percent (2%) by the "Adjustment" (as calculated below), so that the
formula to be utilized to establish a credit is as follows:
Credit = (x% -2%)Adjustment
x% = actual margin of error established by

9




the meter calibration
All adjustments made either on behalf of the Seller or Purchaser
shall be made by taking the total volume of gas delivered to
Purchaser from the time of the last meter calibration to the most
recent meter calibration, divided by the number of days between the
last meter calibration and the most recent meter calibration,
multiplied by thirty (30) days so that the adjustment shall be made
on an average month, multiplied by the average price per mmbtu

during the period established by the number of days between the

" last meter calibration and the most recent meter calibration. In

other words, the Adjustment shall be determined by using the

following formula:

TV(30)P = Adjustment
d

TV = total wvolume of gas delivered to
purchaser from the time of the last
meter calibration to the most recent
meter calibration.

d = the number of days between the last
meter calibration the most recent
meter calibration.

P = the average price per mmbtu during
the period established by the number
of days between the last meter
calibration and the most recent
meter calibration.

10




If the most recent meter calibration test establishes a greater
than two percent (2%) margin of error so that the meter is
measuring more gas than is actually being delivered, Seller shall
pay to Purchaser the Credit defined herein.

10. It is understood and agreed by the parties hereto
.that this Gas Purchase Contract shall be included as collateral
pledged to various financial institutions,'to secure outstanding
loans to the Purchaser by various financial institutions, and this
Agreement will inure to the benefit of the successors, assigns, and
beneficiaries of Purchaser, including but not limited to, the said
financial institutions.

11. Seller agrees to indemnify and hold harmless
Purchaser for any and all claims, loss, damage, or costs, including
reasonable attorney's fees, which might result from the purchase of
gas by Purchaser, including, but not limited to, any liability
arising from the production of gas in violation of the statutes,
rules, and regulations of the State of Tennessee, the Commonwealth
of Kentucky, or of the United States of America, Or any agency
thereof, and any injuries occasioned by third parties as a result
of being at the Stephens/Pine Hill station, if said violation or
injury was not caused by Purchaser, its employees or agents.
Purchaser agrees to indemnify and hold harmless Seller for any and

11




- all claims, loss, damage, or costs, including reasonable attorney's
fees, because of injuries occasioned by third parties as a result
of being at the Stephens/Pine Hill station, if such injuries were
not caused by Seller, its employees or agents.

12. This is a fully integrated document and can only be
modified in writing.

13. This Producer Gas Purchase Contract shall be
construed and interpreted according to the laws of the State of
Tennessee, and venue for the same shall be Scott County, Tennessee.

14. Seller agrees to maintain all of its pipelines,
compressors, metering stations, and/or points of delivery free from
hydrocarbon 1leakage or spills of any kind, whether such
hydrocarbons are refined or not, free from trash and debris, and in
full compliance with all applicable environmental laws, rules,
and/or regulations of every kind and nature.

15. Seller, at its own expense and liability, has the
right to install a check meter at the delivery point located at the
Stephens/Pine Hill station as long as said check meter is located
upstream of the sales meter and is located a sufficient distance
from the sales meter to allow for accurate measurement of the gas
at the sales meter.

16. This Producer Gas Purchase Contract shall be binding

12




upon the heirs, executors, administrators, successors, and/or
assigns of the parties hereto.
IN WITNESS WHEREOF, the parties hereto have affixed their

signatures the day and year first above written.

SELLER:

CitipPower, L.L.C.

/—
BY: A//<Qunmm 9, cAuml

AUTHﬁYZED REPRESENTATIVE

PURCHASER:

CITIZENS GAS UTILITY DISTRICT

BY:

A ORIZED RES ATIVE

cygpapero #1ll:bcgeiti.gpe

13
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LOAN AGREEMENT

THIS AGREEMENT, made and entered into this 16th day of December, 1998,
by and between CITIPOWER, L.L.C., P.O. Box 1309, Whitley City, Kentucky 42653,
PARTY OF THE FIRST PART, (hereinafter referred to sometimes as “Borrower” or
“First Party”), and BANK OF McCREARY COUNTY, P.O. Box 160, Whitley City,
Kentucky 42653, PARTY OF THE SECOND PART, (hereinafter referred to as “Bank”
or “Second Party”).

WITNESSETH: WHEREAS, Borrower desires to obtain a loan from Bank in
the amount of Five Hundred Thousand and no/100 Dollars ($500,000.00) for the purpose
of: paying construction costs for completion of gas pipeline from McCreary County to
Scott County and connected to Citizens Gas, and

WHEREAS, Bank is willing to make such a loan upon the terms and co.nd.itions
herein set forth; '

NOW, THEREFORE, the parties agree as follows:

GENERAL PROVISIONS

1. AMOUNT. The Bank hereby agrees to loan to Borrower, jointly and
severally, the sum of Five Hundred Thousand and no/100 Dollars ($500,000.00).

2. NOTE. The indebtedness shall be evidenced by a Promissory Note payable to
the order of the Bank. The note shall become due on December 16, 1999. The Bank may
however demand payment in full before the maturity date upon adverse re-evaluation of
Borrower’s creditworthiness, upon failure of Borrower to comply with any terms of this
agreement, or upon Borrower being in default of the Promissory note.

3. PAYMENTS. Payments shall be made as follows: quarterly interest
payments beginning March 16, 1999 and principal due at maturity. All payments will be

applied first to retire interest due, and the remainder to the unpaid principal balance.
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4. INTEREST. The note executed pursuant hereto by Borrower shall bear
interest at a rate of 8.50%. This rate shall be in effect until March 16, 1999. Interest shall
be computed upon a 365 day year basis and shall be payable according to the terms of the
note. The note shall bear interest at a rate equal to three-fourths percent (0.75%) in
excess of the “New York Prime Rate”, subject to change quarterly.

5. BALANCE. The principal amount of the loan is Five Hundred Thousand and
no/100 Dollars ($500,000.00). Principal payments shall be made in accordance with the
terms of the note.

EXPENSES

The Borrower agrees to pay all taxes and assessments, all recording fees, attorney

fees, appraisal fees, and all other expenses associated with the loan as applicable.
SECURITY/COLLATERAL

This loan is subject to the Borrower providing to Bank security and collateral
securing the repayment of any and all amounts loaned. The form and substance of said
security and liens perfected on said collateral is to be in a form acceptable to Bank in its
own discretion.

The Borrower shall grant to the Bank a pledge and perfected security interest in
the following; all assets tangible and intangible now owned or hereafter acquired including
accounts receivable, inventory, pipeline, machinery and equipment. The security interest
shall be evidenced by the execution and delivery of security agreements, assignments,
and/or pledges in a form acceptable to the Bank.

WARRANTIES

The Borrower convenants and warrants to the Bank on the date of the execution
hereof each of the following matters:

1. AUTHORIZATION. Borrower represents that there is no known legal

impediment which in any way restricts or prevents the execution or carrying out of this
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agreement in any respect, and that this agreement and executed Note and Security
Documents are valid and binding obligations of the Borrower.

2. FINANCIAL CONDITION. Borrower agrees to furnish to the Bank true
and correct balance sheets, income statements, and tax returns which fairly reflect the
Borrower’s financial condition, and furthermore to continue to furnish these items on an
semi-annual basis.

3. TAXES. Borrower has paid all taxes, other than those which might be due but
not payable. Borrower is not in default in the payment of any tax nor is any assessment
threatened in respect thereof.

4. TITLE TO PROPERTY. The Borrower has good and marketable title to its
respective assets as disclosed on the financial statement supplied to the Bank hereunder.

5. ACTIONS PENDING. There are no actions, suits, investigations, or
proceedings pending, or to the knowledge of the Borrower, threatened against the
Borrower by any Court, arbitrator, administrative, or governmental body, either singularly
or in the aggregate, which might result in a material adverse change in the business,
condition, and operations of the borrower.

CONDITIONS PRECEDENT

The obligation of the Bank to disburse the loan shall be subject to the satisfaction
of each of the following corditions precedent:

1. EXECUTION OF PROMISSORY NOTE (NOTES). The Note or Notes in
the form acceptable to Bank shall have been executed for the principal amount of the loan
and delivered by the Borrower to the Bank.

2. CORPORATE AUTHORIZATION. The Bank shall have received in a form

acceptable to the Bank all corporate documents authorizing the encumbrance of corporate

e
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herein, and ratifying the same.




3. OTHER DOCUMENTS. The Bank shall have receivéd upon request from
the Borrower any other reasonable documents relating to this Agreement or contemplated
by this loan transaction in a form acceptable to Bank.

DEFAULT
The occurrence of any one or more of the following events shall constitute a default by the
Borrower under this Agreement and thereupon any Note or Notes issued hereunder, at the
option of the Bank, will immediately become due and payable upon written notice; each of
the following shall constitute an event of default hereunder.

1. NON-PAYMENT OR LATE PAYMENTS. Non-payment when payment is
due, whether by acceleration or otherwise, of any principal or interest of any Note,
whether short term or long term. Any installment of principal or accrued interest on any
Note not paid in full, punctually when due and payable as provided in any Note.

2. BREACH OF COVENANTS AND AGREEMENTS. The Borrower shall
fail or omit to perform or observe any covenant, agreement, condition or other provision
contained or referred to in this Agreement, or in any Security Agreement, Note, or any
other instrument securing any portion of the indebtedness or Note owed or in any other
instrument which constitutes security for the repayment of the indebtedness or Note or is
related hereto, and such failure or omission shall not have been fully corrected to the
satisfaction of the Bank within thirty (30) days after the giving of written notice by the
Bank to the Borrower thereof.

3. MISREPRESENTATION AND ACCURACY OF STATEMENTS. Any
representation or warranty or other statement of facts made by the Borrower herein in any
writing, certificate, report, or statement at any timé furnished to the Bank pursuant to or in
connection with this Loan Agreement or otherwise shall prove to be false and misleading
in any matenal respect when made or shall fail to state a material fact necessary in order to

make the statements contained herein or therein not misleading. If any representation or
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warranty made by the Borrower in any written statement or certificate now or later
furnished by or for the Borrower in connection herewith, shall prove untrue in any
material respect as of the date upon which it was made.

4. INSOLVENCY. (a) The Borrower shall make an assignment for the benefit
of creditors, file a petition in Bankruptcy, Petition or apply to any tribunal for the
appointment of a custodian, receiver or any trustee for any one of them, or a substantial
part of their assets, or shall commence any proceeding under any bankruptcy,
reorganization, arrangement, readjustment of debt, dissolution, or liquidation law or
statute of any jurisdiction, whether now or hereafter in effect; or if there shall have been
filed any such petition or application or any such proceeding shall have been commenced
against any of them, in which an order for relief is entered or which remains undismissed
for a period of thirty (30) days or more; or the Borrower by any act or omission shall
indicate their consent to , approval of or acquiescence in any such petition, application or
proceeding or order for relief or the appointment of a custodian, receiver or any trustecs
for any of them or any substantial part of any of their property, or shall suffer any such
custodianship, receivership or trusteeship to continue undischarged for a period of thirty
(30) days or more; or (b) The Borrower shall generally not pay their debts as such debts
become due; or (c) The Borrower shall have concealed, removed or permitted to be
concealed or removed, any part of their property, with intent to hinder, delay or defraud
their creditors, or any of them, or made or suffered a transfer of any of their property
which may be fraudulent under any Bankruptcy, fraudulént conveyance or similar law, or
shall have made any transfer of their property to or for the benefit of a creditor at a time
when other creditors similarly situated have not been paid; or shall have suffered or
permitted, while insolvent, any creditor to obtain a lien upon any of their property through
legal proceedings or distraint which is not vacated within thirty (30) days from the date

hereof.




MISCELLANEOUS

1. WAIVERS. No delay or omission of the Bank to exercise any right upon the
happening of any event of default shall impair any such right or shall be construed to be a
waiver of any such default or an acquiescence therein. No waiver of any default herein
shall effect any later default or impair any right of Bank. No single, partial or full exercise
of any right of Bank shall preclude other or further exercise thereof.

2. GOVERNING LAWS. This Agreement, the Note and all documents securing
same shall each be governed by, and construed in accordance with, the laws of the
Commonwealth of Kentucky.

3. COMPLETE AGREEMENT. This Agreement shall be binding upon and
inure to the benefit of the Bank and the Borrower in accordance with its terms. This
Agreement, including the Note and other instruments and documents executed to secure
and collateralize said loan in the forms acceptable to Bank, including any correspondence
from the Bank to Borrower, constitutes the entire understanding between the parties
hereto and supersedes all prior written or oral understandings or agreements with respect
to matters contained or referred to herein between the parties or any of the interested
parties or any third parties. This Agreement may not be modified, amended or terminated
except by written agreement signed by the parties hereto. The headings of the several
sections of this Agreement are for the convenience of reference only and shall not effect
the meaning hereof.

4. SINGLE AGREEMENT. This Agreement may be executed in any number of
counterparts, all of which together shall constitute a single instrument. The Counterpart
of this Agreement retained by the Bank for its permanent file shall be deemed to be the
original for purposes of comparison of provisions.

S. FEES AND EXPENSES. The Borrower shall pay all out-of-pocket expenses

incurred by the Bank in connection with the transactions contemplated hereunder,
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including, but not limited to, the fees and expenses of the Bank’s counsel incurred in
connection with this Agreement, the Note, and other documents related to or referred to
as collateral or documents securing said Loan.
6. NOTICES. All notices referrcd to or permitted to be given hereunder shall be

given in writing or personally delivered or sent by mail, addressed as follows:

If to the Bank: Mr. David Ross
President
Bank of McCreary County
P.O. Box 160
Whitley City, Kentucky 42653

If to the Borrower:  Mr. James E. Curd
Vice President
Citipower, L.L.C.
P.O. Box 1309
Whitley City, Kentucky 42653

Any party may change their address for the purpose of this Agreement by sending
written notice thereof to the other parties.

7. SEVERABILITY. If any provision of this Agreement shall be held invalid
under any applicable laws, such invalidity shall not effect any other provision of this
Agreement that can be given effect without the invalid provision, and, to this end, the
provisions hereof are severable.

8. BINDING EFFECT, ASSIGNMENT, AND ENTIRE AGREEMENT.
This Agreement and all documents executed in association herewith shall inure to the
benefit of, and shall be binding upon, the respective parties hereto, including their
successors, heirs, personal representatives, legatees, devisees, assigns, and permitted
assigns. The Borrowers have no right to assign any of their rights or obligations

hereunder without the prior written consent of the Bank.
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9. BANK NOT A JOINT VENTURE. The Bank by entering into this
Agreement or by any action taken pursuant to this Agreement or any loan document, will
not be deemed a partner or joint venturer with the Borrower, and the Borrower will
indemnify and hold the Bank harmless from any and all damages resulting from such a
construction of the parties and their relationship.
IN TESTIMONY WHEREOF, the parties have executed this Agreement the day

and year first above written.

CITIPOWER, L.L.C.

By: ZM £ . C)J\Ot_

JAMES E. CURD

ITS: Vice President

BANK OF MCCREARY COUNTY

~

By%‘o«_j /i@—»—/
DAVID ROSS

ITS: President

STATE OF KENTUCKY
COUNTY OF McCREARY

I, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced acknowledged,
and delivered to before me by Citipower, L.L.C., by James E. Curd, its Vice President of
Whitley City, Kentucky, to be his free act and deed and the free act and deed of
Citipower, LL.C..

Witness my hand, this




STATE OF KENTUCKY
COUNTY OF McCREARY

I, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced, acknowledged,
and delivered to before me by David Ross, President, Bank of McCreary County, to be his
free act and deed and the free act and deed of Bank of McCreary County, Whitley City,

Kentucky.
Witness my hand, this || Q\u@ay of @L@m&@_\; 1998.

Y

OTARY P [C

My commission expires:_Q .\lp .0 P




crﬁm, ‘L.L.C. (61-1305266) BANK OF MCCREARY COUNTY qa53

P.0. BOX 1309 P.O. BOX 160 Lo,
WHITLEY CITY, KY 42653 WHITLEY CITY, KY 42653 lﬁm 16, 1998
Maltrity Date DEC. 16, 1999

Loan Amount $ 500. 000.00
R i Of
BORROWER'S NAME AND ADDRESS LENDER’'S NAME AND ADDRESS .
*1° inchidns anch borrawer ahova, jointly and severally. | "You” means the lender, its successors and assigns.

For valua received, | promiss ta pay to you, o your order, at your address listad above the PRINCIPAL sum of EIVE HUNDRED THOUSAND
AND MO/100% ® * + ® @ + + % * * ® * ¥ % & ¥ + *+ * *+ * ® % pnaiae s 500, 000,00

XA single Advance: | will receive all of this principal sum on DECEMBER 16, 1998 . No additional ad are cor lated under this note.

D Multiple Advancs: The principal sum shown above is the maximum amount of principal | cen borrow under this noto. On

I will receive the amount of $ and future principal ad are cont
Conditions: Tho conditions for future advances are

a Open End Credit: You and | agree that | may borrow up to the maximum principal sum more than one tima. This featurs is subject to all other
conditinns and sxpires on .

O Clossd End Credit: You and | agres that | may borrow {subject to aif other conditions) up to the maximum principat sum only one time.
INTEREST: | agrae to pay intorast on the outstanding principal balance from DECEMBER 16, 1998 at the rate of 8.500%
per vaar until MARCH 16, 1999
%R variahis Rata: This rata may then changae as stated betow.

Xxlndex Rate: The future rate will be 0.750% OVER the following index mtu:m NEW YCRK PRIME RATE

D No Index: The futura rate will not be subject to any internal or axternal index. It wifl ba entirely in your control.
= Frequency and Timing: The rate on this note may change as often as XIARTERLY

A change in the interast rate will take effect ON _THE SAME DAY .
D Limitations; During the term of this loan, the applicabte annual intarest rate will not be mora than % or less than
%. Tho rate may not change more than % each

Eflect of Variable Rats: A change in the interest rate will have the following etfect on tha payments:

Xx‘l’he amount of sach scheduled payment will changs. XX The amount of the final payment will change.
ACCRUAL METHOD: Interest wili be calculated on a ___ACTUAL/365 basis.
POST MATURITY RATE: | agras to pay intsrest on the unpaid balanca of this nots owing aftar maturity, and until paid in full, as stated below:

XXnn the same fixed or variable rate ba:is'in offect bafore maturity (as indicated above).
at a rata squsl (o
7X LATE CHARGE: if & payment is made more than _10  days after it is dus, | agree to pay a lats cherge of $10.00

T ADDITIONAL CHARGES: In addition to intarest, | agres to pay the following charges which D are XX are not inctuded in tho principal omount
nbove: RECORDING FEES OF $18.00.

SAYMENTS: | agree to pay this note as foilows:
LR tnterest: | agraa to pay accruad interast QN THE 16TH DAY OF EACH THTRD MONTH BEGINNING MARCH 16, 1999

{ Principal: | agree to pay the principel DECEMBER 16, 1999

J Instaiiments: | agree to pay thisnotein_________ paymants. Tha first payment will ba in the amount of $
and will be due . A payment of $§ will be due
thereafter. The final payment of the entire

unpaid balance of principal and interast will be due .

'URPOSE: Tha purpose of this loan is BUSINESS : CONSTRUCTION OF 11 MITE PIPELINE FRCM MOCREARY TO SQOTT OO. .
\DDITIONAL TERMS:

MIVERSAL NOTE AND SECUMITY AGREEMENT [ (pege 1 of 3}
19€4, 1391 Benkers Systemy, Inc,, St. Cloud, MM Farm UNS-LAZ 1731738
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SECURITY"INTEREST: | give you 2 sncun(v interast m all of the Property described below that | now own ond that | may own in the lulum (mcludmn.

but not limited to, nll parts, ies, repairs, impr , and 13 to the Property), whoraver the Property is or may be located, ‘and
all proceeds and products fro Property.
nvantory: All invantory wi hold for ultimato sale or laase, or which has boen or will be s under contracts of service, or which aro

raw matorials, work in proco%S, or malerials used or consumed in my business.

muummcnl Al chleont including. but not limited to, all machinery, vehicles, furniture, lixturas, manufacturing equipment, farm machinery and
. shop , office and recordkeeping equipment, and parls and tools. All aquipment dascribod in a list or scheduio which | givo
1o you will glso be included in tha secured proporty, but such a list is not naecossary for a valid socurity interest in my equipment.
DFarm Products: All farm products including, but not limited to:
{a) all poultry and livestock and their young, along with their products, produco and replacements;
(L) all crops, annunl or perenninl, nnd all products of the crops; and
(c] ol food, seed, lortilizor, i . and other lies used or produced in my farming operations,
ccounts, (nstrumente, Documants, Chattel Papoer and Other Rights to Payment: All rights | have now ond that | mnay hove in the futuro to tho
paymant of monay including, but not limited to:
{n) paymont for goods and other proporty sold or loasod or for cervices rendorad, whether or not | have earnod such payment Ly perlormanco;
and
(L) rights to paymant arising out of ail prasent and future debt instruments, chattei paper and loans and obligations receivablo.
Thae above include any rights and interests lincluding ail liens and security intarests) which { may have by law or agreement agains! any account
dablor or ocbligor of mine,
mGennul Intangibles: All general intangibles including, but not limited to, tax refunds, applications lor patents, patents, copyrights, trademarks,
trode secrots, good will, trade namaos, customeor lists, parmits and franchises, and the right to use my nome.

@Govommom Payments and Programs: All payments, accounts, goneral intangibles, or other benelits {including, but not limitod to, payments in
kind. deficiency payments, lotters of antiticment, warchouso roceipls, storage pnyments, ecmargency assistance payments, diversion payments,
and conscrvation reserve payments) in which { now have and in the {uture may have any rights or interest and which arise under or as a rosult
of any preoxisting, cuerent or futura Federnl or state governmental progrem {including, Lut not limited to, nlt programs administered by tho
Commaodity Crodit Corporation and tho ASCS).

KZTha sacured property includes, but is not limited by, ths following: REAL ESTATE MORTGAGE DATED 11-11-97 QN
QOVMERCIAL BLDG. AND LOT. ALL ASSETS TANGIRLE AND INTANGIBLE NOW OWNED CR HEREAFTER
AQQUIRED INCLUDING ACCOUNTS RECEIVARLE, INVENTORY, PIPELINE, MACHONERY AND BQUIPMENT.

If this agreoment covers timber to be cut, minerals (including oil and gas), lixtures or crops growing of to be grown, the dascription of the reel ostate is:

b Q] checked, lila this agreement on the real astate records, Record owner (if not me)

Tho Proparty wiil be used lor a D porsonal XX businoss D agricultural D purposo.
ADDITIONAL TERMS OF THE SECURITY AGREEMENT

GENERALLY - This agreement tecures this note and any othor debt | have
with you, now or Iater. However, it will not secure other debts if you fait
with respect to such other debts, to make any required disclosura sbout
this security agreement or if your fail to give any raquired notico of tho
tight of rescission, If property describad in this agreement is located in
nnothor state, lhis agreameont may also, in some circumstances, be
govarnail by tha Iaw of tha stata in which tha Proporty is located.
QWNERSHIP AND DUTIES TOWARD PROPERTY - | reprosont that | own
all of the Property, or o the extont this is a purchnso monony security
interest | will acquire ownership of the Property with the procceds of the
foan. | will defend it against any other claim. Your claim to the Property is
aheod of the claims of any other croditor. | agros to do whatover you
raquire to protact your socurily intorost and to keep your claim in the
Proporty ahead of the cisims of other croditors. | wiil not do anything to
harm your position.

I will keaep baoks, records and accounts about the Property and my
business in general. | will Iat you examine thoso rocords at any reasonsble
tima, | will prepare any report or accounting you requost, which deals
with the Property.

| will keap the Property in my possassion and will keep it in good
repair and use it only for the purposa(s) described on pnge 1 of this
agreement. | will not change this specified use without your express
written permission. | represent that | am the original owner of the
Property and, if 1 am not, that | have provided you with a list of prior
owners of the Property.

{ will keep the Property at my addross listed on page 1 of this
agreement, unless wo agree | may keep it at anothcr location. I the
Property is (0 be uscd in anothor stato, | will giva you a list of thoso
states. | will not try to soll the Property unless it is inventory or | roceive
your written permission to do so. If | seil the Property | will have the
payment made payable (o the ordor of you and me.

You may demend immediate payment of the dabt(s) if the debtor is
not a naturs! person and without your prior writton consent: (1) o
benolicinl interest in tha dabtor is sold or transfarred, or {2) thero is s
change in oithar the identity or number of mermbers of a partnorship, or
{31 thore is a change in ownership of more than 25 percent of the voting
stock of a corporation.

1 will pay all taxes and charges on the Proporty as they become due.
You have he right of reasonalla access in order to inspect the Proporly. |
will immediately inform you of any loss or damagn to tho Property.

If | fail to perform any of my dulios undor this securily agreoment, or
any mortgage, deed of trust, lien or othor sacurity intorest, you may
wilhout notice to mo parform the duties or causo tham to be performed.
Your right to perform for mo shail not crente nn obligation to porform and
your faillure 1o parform will not pracluda you from exorcising any of your
nthor rights under the law or this sacurity agreaemont.

PURCHASE MONEY SECURITY INTEREST - For the sole purposs of
detarmining the axtent of a purchase money securily interest arising
under this security rgroament: {n) payments on any nonpurchaso monoey
loan also securad by this agreement will not bo deemed to apply to the
Purchase Monay Loan, and (b} paymonts on tha Purchase Money Loan
will be doemed to apply first to the nonpurchase monsy portion of tha
loan, if any. and then to the purchass monay obligations in the order
which tho items of collaternl were acquired or if acquired at the samo
time, in tho order selactnd by you. No socurity intorast will ba terminatod
by spplication of this lormula. "Purchase Monoy Loan™ means any loan
the proceads of which, in whole or in part, are usod to acquire any
collatornl sacuring the loan and el oxtensions, ranowaols, consolidations
and rofinancing of such loan.
PAYMENTS BY LENDER - You are authorized to psy, on my behait,
charges | am or may become obligalad to pay to preserve or protect tho
sacured property {such as property insurance premiums). You may treat
those paymaents o3 advances and add them to the unpeid principel under
to

INSURANCE - | agreo to buy insurance on the Property agyainst the risks
and for the amounlts you require and to furnish you continuing proof of
coverage. | wiill have the insurance company name you as loss payce on
any such policy. You may roquire ndded socurity if you agren that
insurance procoeds may Lo used 1o repair or replace the Property. | will
buy insurance from a lirm licensed to do business in tho state where you
nre locntod. Tho fiem will be ransenably nccantablo to you. Tho insurance
will fast until the Property is relensad lrom this agranmont. !f ! fail to buy
or maintsin the insurance (or {fail 10 name you as loss poyco) you may
purchnsa it yoursall.

WARRANTIES AND REPRESENTATIONS - If this agreement includes
accounts. | wifl not sattle nny account for less thon its full vatue without
your writton pearmission. | will collact all necounts untd you tell ma
otherwise, | will keep the procends lrom all the accounts and any (oods
which are returned to me or which | toko back in trust for you. ! will not
mix them with any other proportly of mine. | will daliver them to vou at
your request. (f you ask mo to pay you the fuil prico on sny returned
items or itams retaken by mysaell, | will do so.

If this agraement covers inventory, | will not disposa of it except in my
ordinary course of business at the Iair markot value lor tho Proporty, or at
a minimum price esstablishod betweon you and me.

If this agreement covers farm products | will provide you, at your
raquast, a written list of the buysrs, commission merchants or selling
agents to or through whom | may sell my larm products. In addition to
those parties named on this writtan list, | authorize you to nolify at your
solo discration sny additional partiss rogarding your sacurity intarest in
my farm products, | remain subjoct to all applicable pennltins Tar salling
my farm products in violation of my agr t with you and the Food
Security Act. In this paragraph the terms farm products, buvyers,
commission morchants ond salling ngents have the maosnings given to
them in tho Fedarni Food Security Act of 1985.

REMEDIES - | will be in default on this socurity agroement if | am in
defoult on any note this ngreemont secures or il | ail to koop any promisa
contained in tho torms of this agresment. if | defnult, you have ail of the
rights and remedios provided in tho note and undor the Uniform:
Commercial Cods. You may requiro mo to mako the socurcd property
availablo to you at a place which is reasonably convenient. You may take
possassion of the securcd property and soll it as provided Ly law. The
proceeds will be applied lirst to your cxpenses and then to the dobt. !
agree that 10 days written notico sont to my last known addrcss Uy fiest
class mail will ba roasonable notice under the Unilorm Commercial Code.
My curront address is on page 1. ! ogree to inform you in writing of any
chango of my addross.

FILING - A carbon, photographic or other reproduction of this security
agreemont or the finoncing statement covering the Property described in
this agrooment may bo usod as a linancing siatoment whaero allowed by
law. Where permittod by law, you may file a linancing statement which
does not contain my signature, covering tho Property sccurcd by this
agreement.

Any poerson who signs within this box doss so to give you a security
intersst in the Property doscribed on this page. This porson doos not }
promiso o pay tho note. 1" as used in this securily agreement wiil ‘
include the borrower and any person who signs within this box. |

Date

Signed

the note secured by this agreemont or you may demand i
payment of the nmount advanced.
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DEFINITICNS - Af used on pages 1 and 2, “[X1° means the terms that
apply to this'loan. "1," "me” or "my” maans sach Borrower who signs
this rare and each other person or le tity (including guarantors,
endorsers, and sureties) who agrees to p' note ({together reterred to
as "us™}l. "You~ or “your” means the et and its successors ond
ussigns.

APPLICABLE LAW - Tha Inw of the state in which you are located will
fovarn this agreemant. Any term of this agresment which is contrary to
applicable Iaw will not ha effective, uniess the law permits you and me to
agree 1o such a variation, If any provision of this agreement cannot ba
enforced according to its terms, this fact will Aot affect the enforcaability
of the remainder of this agreement. No modification of this agreement
may he mnds without your expross writtsn consent. Time is of the
essenro in this agreement.

PAYMENTS - Eoch payment | make on this nota will first reduce the
amount | owna you for charges which are neither intarest nor principal,
The remainder of aach payment will then reduce accrued unpaid interest,
and then unpaid principal. If you and | agree to a ditferent application of
payments, we wil describe our agresment on this note. | may prepay a
part of, or tha antire haiance of this loan without penaity, uniess we
spectfy 1o the contrary on this nots. Any partial prepayment will not
axcuse or reduce any later scheduled paymant until this note is paid in fuit
funless, when | make the prepayment, you and | agres in writing to the
conirary),

INTEREST - Interest accrues on the princinal remaining unpaid from time
to time, until paid in full. H | raceive tha principal in more than one
advancs, aach advance will start to earn interast only when | racaive the
advance. Tho intarest rate in affect on this note at any given tims will
apply  to the entire principal sum outstanding et that time.
Notwithstanding anything to the contrary, | do not agres to pay and you
dn not intend to charge any rate of interest that is higher than the
maximum rnte of interest you couid charge under applicabla law for the
extension of credit that is agreed to in this note leither before or after
maturity). It any natice of interest accrual is sent and is in error, we
mutually agros to corract it, and if you actually coilect more interest than
altowed by law and this agreemant, you agres to refund it to me.

INDEX RATE - The index will serve only as a davics for setting the
intarast rato on this nota. You do not guarantas by selecting this index, or
the margin, that the interest rate on this note will bs the same rate you
charge on any other loans or class of loans you make to me or other
borrowers,

PQST MATURITY RATE - For purposes of deciding when the “Post
Maturity Rate™ {shown on page 1) applies, the term “maturity” means the
date ol the last scheduled payment indicated on paga 1 of this nota or
tha datas you accealerate payment on the nots, whichevar is aarlisr.
SINGLE ADVANCE LOANS - If rhis is a singla advance loan, you and !
expect that you will maks only ons advance of principal. However, you
mnay add othar amounts to the principal if you make any payments
described in the "PAYMENTS 8Y LENDER" paragraph on page 2.
MULTIPLE ADVANCE LOANS - If this is a multiple advance ioan, you and
| expect that you will make more than one advance of principal. It this is
closud end cradit, rapaving a pert of the principal will not entitle me to
additional eredit.

SET-OFF - | ngree that you may sat off any amount due and payable
untine this note agninst any right | have to recaive money from you,

"Right to racnive monay {rom you™ means:

{1) any deposit aceount bolance | have with you:

{2) ony money owad to ms on an item prasented to you or in your

possassion for collection or axchange: and

{3) any rapurchase agrasment or othar nondeposit obligation.

“"Any amount duo and payable under this note” means the total
amoaunt of which you are entitled to demand payment under tha terms of
this note at the time you set off. This toral includes any balance the due
date lor which you properly nccelerate under this nots.

If my right to receive money from you is also owned by somaone who
has not ngreed to pay this note, vour right of sat-off will apply to my
interest in tha ohligation and to any other amounts | could withdraw on
my soln requast or andorsament. Your right of set-olf does not apply to
an  acrount or other obligation where my rights ara only as a
reprasentative, [t also dnes not apply to any Individual Ratiremant
Account or other tax-daferred retiremant account,

You will not ba liabla for the dishonor of any check when the dishonor
accurs bacauss you sat off this debt ageinst any of my accounts. | agree
to hoid you harminss from any such claims arising as a result of your
oxercise of your right to set-olf.

DEFAULT - | will be in default if any one or more of the following occur:
(1) | fail to make & payment on time or in the amount due; (2} | tail to
kesp the Property insured, if recumsed: (3) | fail to pay, or keep any
promise, on any debt or aoreeme'va with you; {4} any other creditor
of mine sttempts to collect 'debt | ows him through court
procoedings: {S) | die, am declared incompetent, maks an assignmaent for
the benelit of creditors, or b i b {either b my liabilities
oxceed my assets or | am unubla 10 pay my dabts as they bscome due);
{6) | maks any written statement or provide any financial information that
is untrue or inaccurate at the time it was provided: (7) | do or (ail to do
something which causes you to belisve you will have dilficulty collacting
the amount | owe you; (B} any collateral securing this nots is used in a
manner or for a purposs which threatens confiscation by a legal authority;
{9) | change my name or assuma en additional name without first
notifying you bsfore making such a change; (10} | (ail to plent, cultivate
and harvest crops in dus season: {11) any loan procseds ars used for a
purposs that will contribute to excessive erosion of highly erodible land or
to the conversion of wetlands to produce an agricultural commodity, as
further axplained in 7 C.F.R. Part 1940, Subpart G, Exhibit M.

REMEDIES - If | am in default on this note you have, but are not limited
to, the following remedies:

{1) You may demand immadiata payment ol all | owa you under this
note (principal, accrued unpaid interest and other accrued unpaid
chargas).

{2) You may set off this dabt against any right | have to the payment
of money from you, subject to the terms of the “SET-OFF”
paragraph herain,

{3) You may demand security, additional security, or additional parties
to be obligated to pay this nots as a condition for not using any
other ramedy,

{4) You may refuse to meks advances to me or ailow purchases on
credit by me.

{5) You may use any remedy you have under state or faderal law,

{6) You may make use of any remedy given to you in any agrsement
securing this note.

By selecting sany one or more of these remsadias you do not give up
your right to use later any other remedy. By waiving your right to declare
an avent 10 be a defauit, you dn not waive your right to consider later the
avent a default if it continues or happens again.

COLLECTION COSTS AND ATTORNEY'S FEES - | agree to pay sl costs
of collection, replevin or any other or similar type of cost if | am in
dafauit. In addition, if you hire an attorney to collect this nots, | also
agree 10 pay any fee you incur with such attorney plus court costs
{axcept where prohibited by law). To the extent parmittad by the United
States Bankruptcy Code, | aiso agres to pay the rasasonable attorney’s
fees and costs you incur to collect this debt as awarded by any court
axercising jurisdiction under the Bankruptey Code.

WAIVER -1 give up my rights to require you to do certain things. | will not
require you to:

{1) demand payment of amounts due {presentment};

(2} obtain official certification of nonpayment {protest); or

{J) give notice that amounts due have not been paid (notics of
dishonor),

t waive any dofensss | heve based on suretyship or impairmant of

collataral.

OBLIGATIONS !INDEPENDENT - | understand that | must pay this note
sven if someone oise hes also agreed to pay it (by, for exampla, signing
this form or a separata guarantee or endorsement}, You may sue me
alone, or snyone eise who is obligated on this nota, or any number of us
togsther, to collect this nota. You may without noticoa reieass any party
to this sgreemant without retensing any other perty. I you give up any of
your rights, with or without notica, it wiill not affect my duty to pay this
nots. Any axtension of new credit to any of us, or renewal of 1his note by
oll or 1ass than all of us will not release me from my duty to pay it. (Of
course, you are entitled to only ons paymant in full.) | agres that you may
at your option sxtand this notm or the debt reprasented by this nots, or
any portion of tha nota or debt, from time to time without limit or notice
and for any tarm without alfecting my liability tor paymant of tha note, |
will not assign my obligation under this agrsement without your prior
writtan approvai,

CREDIT INFORMATION - | agree and authorize you to obtain credit
information about me from time to time (lor sxample, by requesting a
cradit report) and to report to others your cradit axparience with me (such
as & credit reporting agency). | agree to provide you, upon raquest, any
financial statemeant or information you may deem nacsssary. | warrant
that ths financial statements and information | provide o you are or will
be accurats, correct and complets.

SIGNATURES: | AGREE TO THE TERMS OF THIS NOTE [INCLUDING THOSE ON PAGES 1 AND 2). | have recsivad a copy on today’s date.

CITIPCWER, L.L.C. (61-1305266)

£ Lun)

BY:

. QURD, VICE PRESIDENT

2.,

.
SIGNATURE FOR LENDER: X 2l Esnr,
DAVID) ROSS '
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. GUARANTY .
WHITLEY CITY KY

(Cly) {Stato}

DECEMBER 16, 1998
For good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and to mduce
BANK_QF MCCREARY OCXNTY, P.O. BOX 160, WHITLEY CITY, KY 42653 e
{herein, with its participants, successors and assigns, called "Lender”), at its option, at any time or from time o umn
to make loans or extend other accommodations to or for the account of CTTIPOWER, L.L.C. _ (61-1305266)

{herein called "Borrower”) or to engage in any other transactions with Borrower, the Undersigned hereby absolutaly
and unconditionally guarantees to Lender the full and prompt paymcnt when due, whether at maturity or earlier by
reason of acceleration or otherwise, of the debts, liabilities and obligations described as follows:

A.if this EXis checked, the Undersigned guarantees to Lender the payment and performance of the debt,
liability or obligation of Borrower to Lender evidenced by or arising out of the foilowing:LOAN DATED = .
12-16-98_TIN THE AMCOUNT OF $500,000.00 TO CITIPOWER, LIC and any extensions, renewals
or replacements thereof (hereinafter referred to as the "Indebtedness”}.

B8.1f this (O is checked, the Undersigned guarantees to Lender the payment and performance of each and
every debt, liability and obligation of every type and description which Borrower may now or at any time
hereafter owe to Lender {whether such debt, liability or obligation now exists or is hereafter created or
incurred, and whether it is or may be direct or indirect, due or to become due, absolute or contingent.
primary or secondary, liquidated or unliquidated, or joint, several, or joint and several; all such debts,
liabilities and obligations being hereinafter collectively referred to as the "Indebtedness”). Without limitatiun,
this guaranty includes the following described debt(s):

The maximum aggregate liability that | am subject to is $ _500,000.00

In addition to the maximum aggregate liability stated, | absolutely and unconditionally guarantee payment o!
interest accruing on the guaranteed indebtedness, and fees, charges and costs of collecting the guaranteed
indebtedness, including reasonable attorneys’ fees.

This guaranty will terminate on DECEMBER 16, 1999 .- The termination will not
affect my liability with respect to obligations created or incurred prior to the termination date, or extensions or
renewals of, interest accruing on, or fees, costs, or expenses incurred with respect to such obligations on or
after the termination date.

The term “Indebtedness” as used in this guaranty shall not include any obligations entered into between
Borrower and Lender after the date hereof (including any extensions, renewais or replacements of such
obligations) for which Borrower meets the Lender’s standard of creditworthiness based on Borrower’s own
assets and income without the addition of a guaranty, or for which a guaranty is required but Borrower chooses
someone other than the joint Undersigned to guaranty the obligation.

The Undersigned further acknowledges and agrees with Lender that:

1. No act or thing need occur to establish the liability of the Undersigned hereunder, and no act or thing, excepl
full payment and discharge of all indebtedness, shall in any way exonerate the Undersigned or madify, reduce, limit
or release the liability of the Undersigned hereunder.

2. This is an absolute, unconditional and continuing guaranty of payment of the Indebtedness and shall continue
to be in force and be binding upon the Undersigned, whether or not all Indebtedness is paid in full, until this
guaranty is revoked by written notice actually received by the Lender, and such revocation shall not be effective as
to Indebtedness existing or committed for at the time of actual receipt of such notice by the Lender, or as to any
renewals, extensions and refinancings thereof. if there be more than one Undersigned, such revocation shall be
effective only as to the one so revoking. The death or incompetence of the Undersigned shall not revoke this
guaranty, except upon actual receipt of written notice thereof by Lender and then only as to the decedent or the
incompetent and only prospectively, as to future transactions, as herein set forth.

3. If the Undersigned shall be dissolved, shall die, or shall be or become insolvent (however defined) or revoke
this guaranty, then the Lender shall have the right to declare immediately due and payabie, and the Undersigned
will forthwith pay to the Lender, the full amount of all indebtedness, whether due and payabie or unmatured. If the
Undersigned voluntarily commences or there is commenced involuntarily against the Undersigned a case under the
United States Bankruptcy Code, the full amount of ail Indebtedness, whether due and payable or unmatured, shalt
be immediately due and payable without demand or notice thereof.

4. Indebtedness may be created and continued in any amount, whether or not in excess of any principal or
aggregate amount stated above, without affecting or impairing the liability of the Undersigned as limited hereunder.
The Lender may apply any sums received by or available to Lender on account of the Indebtedness from Borrowear
or any other person (except the Undersigned), from their properties, aut of any collateral security or from any other
source to payment of the excess. Such application of receipts shall not reduce, affect or impair the liability of the
Undersigned hereunder. if the liability of the Undersigned is limited to a stated amount pursuant to this paragraph
4, any payment made by the Undersigned under this guaranty shall be effective to reduce or discharge such liabilty
only if accompanied by a written transmittal document, received by the Lender, advising the Lender that such
payment is made under this guaranty for such purpose.

This guaranty is X8 unsecured; (J secured by a mortgage or security agreement dated — e s
03 secured by .
This guaranty includes the additional provisions on page 2, all of which are made a part hereof.

IN WITNESS WHEREQF, this guaranty has been duly execute
written.

vy and year first above

E. e e

“Undermgned” thel rales to ol persons who sign (hs gusrenty, seversily ard joily.
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- ADDITIONAL PROVISIONS

5. Subject to any Iimitati‘tated in this guaranty, the Undersigned will pay ’;ﬂburse Lender for all costs
and expenses (including rea ble attorneys’ fees and legal expenses) incurred b der in connection with the
nrotection, defense or enforcement of this guaranty in any litigation or bankruptcy oc insolvency proceedings.,

6. Whether or not any existing relationship between the Undersigned and Borrower has been changed or ended
and whether or not this guaranty has been revoked, Lender may, but shall not be obligated to, enter into
transactions resulting in the creation or continuance of Indebtedness, without any consent or approval by the
Undersigned and without any notice to the Undersigned. The liability of the Undersigned shall not be affected or
impaired by any of the following acts or things {which Lender is expressly authorized to do, omit or suffer from
time to time, both before and after revocation of this guaranty, without notice to or approval by the Undersigned):
(i) any acceptance of collateral security, guarantors, accommodation parties or sureties for any or all Indebtedness;
liil any one or more extensions or renewals of Indebtedness (whether or not for longer than the original period) or
any modification of the interest rates, maturities or other contractual terms applicable to any Indebtedness; (iii} any
waiver, adjustment, forbearance, compromise or indulgence granted to Borrower, any delay or lack of diligence in
the enforcement of Indebtedness, or any failure to institute proceedings, file a claim, give any required notices or
ntherwise protect any Indebtedness; (ivi any full or partial release af, settlement with, or agreement not to sue,
Rorrower or any ather guarantor or other person liable in respect of any indebtedness; (v} any discharge of any
evidence of Indebtedness or the acceptance of any instrument in renewal thereof or substitution therefor; (vi} any
talure to obtain collateral security (including rights of setoff) for Indebtedness, or to see to the proper or sufficient
rreation and perfection thereof, or to establish the priority thereof, or to protect, insure, or enforce any collateral
security; or any release, modification, substitution, discharge, impairment, deterioration, waste, or loss of any
colfateral security; (vii) any foreclosure or enforcement of any collateral security; (viii) any transfer of any
indebtedness or any evidence thereof; (ix} any order of application of any payments or credits upon Indebtedness;
{(x) any election by the Lender under §1111(b}{2) of the United States Bankruptcy Code.

7. The Undersigned waives any and all defenses, claims and discharges of Borrower, or any other obligor,
pertaining to Indebtedness, except the defense of discharge by payment in full. Without limiting the generality of
the foregoing, the Undersigned will not assert, plead or eriforce against Lender any defense of waiver, release,
statute of limitations, res judicata, statute of frauds, fraud, incapacity, minority, usury, illegality or unenforceability
which may be available to Borrower or any other person liable in respect of any Indebtedness, or any setoff
available against Lender to Borrower or any such other person, whether or not on account of a related transaction.
The Undersigned expressly agrees that the Undersigned shall be and remain liable, to the fullest extent permitted by
applicable law, for any deficiency remaining after foreclosure of any mortgage or security interest securing
indebtedness. whether or not the liability of Borrower or any other obligor for such deficiency is discharged
pursuant to statute or judicial decision. The undersigned shall remain obligated, to the fullest extent permitted by
iaw, to pay such amounts as though the Borrower’s obligations had not been discharged.

8. The Undersigned further agrees that the Undersigned shall be and remain gbligated to pay Indebtedness even
though any other person obligated to pay Indebtedness, including Borrower, has such obligation discharged in
hankruptcy or otherwise discharged by law. "Indebtedness” shall include post-bankruptcy petition interest and
attorneys’ fees and any other amounts which Borrower is discharged from paying or which do not otherwise accrue
1o Indebtedness due to Borrower’s discharge, and the Undersigned shall remain obligated to pay such amounts as
though Borrower'’s obligations had not been discharged.

9. If any payment applied by Lender to Indebtedness is thereatter set aside, recovered, rescinded or required to
he returned for any reason lincluding, without limitation, the bankruptcy, insolvency or rearganization of Borrower
or any other obligor), the Indebtedness to which such payment was applied shall for the purposes of this guaranty
he deemed to have continued in existence, notwithstanding such application,.and this guaranty shail be enforceable
as to such Indebtedness as fully as if such application had never been made.

10. The Undersigned waives any claim, remedy or other right which the Undersigned may now have or hereafter
acquire against Borrower or any other person obligated to pay Indebtedness arising out of the creation or perfor-
mance of the Undersigned’s obligation under this guaranty, including, without limitation, any right of subrogation,
sontribution, reimbursement, indemnification, exoneration, and any right to participate in any claim or remedy the
Undersigned may have against the Borrower, collateral, or other party obligated for Borrower’s debts, whether or
not such claim, remedy or right arises in equity, or under contract, statute or common law.

11. The Undersigned waives presentment, demand for payment, notice of dishonor or nonpayment, and protest
of any instrument evidencing Indebtedness. Lender shall not be required first to resort for payment of the
Indebtedness to Borrower or ather persons or their properties, or first to enforce, realize upon or exhaust any
callateral security for Indebtedness, before enforcing this guaranty.

12. The liability of the Undersigned under this guaranty is in addition to and shall be cumulative with all ather
liabilities of the Undersigned to Lender as guarantor or otherwise, without any limitation as to amount, unless the
instrument or agreement evidencing or creating such other liability specifically provides to the contrary.

13. This guaranty shall be enforceable against each person signing this guaranty, even if only one person signs
and regardless of any failure of other persons to sign this guaranty. if there be more than one signer, all
agreements and promises herein shall be construed to be, and are hereby declared to be, joint and several in each
of every particular and shall be fully binding upon and enforceable against either, any or all the Undersigned. This
guaranty shall be effective upon delivery to Lender, without further act, condition or acceptance by Lender, shall be
hinding upon the Undersigned and the heirs, representatives, successors and assigns of the Undersigned and shall
inure to the benefit of Lender and its participants, successors and assigns. Any invalidity or unenforceability of any
provision or application of this guaranty shall not affect other lawful provisions and application hereof, and to this
end the provisions of this guaranty are declared to be severable. Except as authorized by the terms herein, this
Jguaranty may not be waived, modified, amended, terminated, released or otherwise changed except by a writing
signed by the Undersigned and Lender. This guaranty shall be governed by the laws of the State in which it is
executed. The Undersigned waives notice of Lender’s acceptance hereof. tpage 2 of 2J
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PIPELINE EXTENSION PROPOSAL

March 19,1999

TO: Dan Forsberg Q‘M\QO\

From: Jimmy Curd
RE: Planned extension
Dan;

I am proposing an extension of 3000’ of 2” main pipeline from Poplar Grove Road to Bob Musgrove Road
. This will enable us to pick up eleven new customers and will eventually loop the 2” line into a planned 4”
main line. The line is to be laid in-house as it will all be mostly going from house to house running
services.

INCOME '

Eleven (11) customer of which eight (9) are free hook-up signees.
Two (2) customers at $250.00 each = $500.00.
Eleven customers at an average of $400.00 per year per customer =$4400.00

COST

3000’ 2” main line @ 55 cents =$1650.00

2000’ 1” Service line @ 33 cents = $660.00

Eleven service connections @ $350.00 each = $3850.00

550’ of R.O.W. @ $1.00 per foot = $550.00

Fourteen days labor @ $40.00 per hour = $4480.00
TOTAL COST $11,190.00

This equates to a 2.43 year pay out.
JEC
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LOAN AGREEMENT

THIS AGREEMENT, made and entered into this 16th day of December, 1998,
by and between CITIPOWER, L L.C, P.O. Béx 1309, Whtley City, Kentucky 42653,
PARTY OF THE FIRST PART, (hereinafter referred to sometimes as “Borrower’ or
“First Party™), and BANK OF McCREARY COUNTY, P.O. Box 160, Whitley City,
Kentucky 42653, PARTY OF THE SECOND PART, (hereinafter referred to as ‘“Bank”
or “Second Party”).

WITNESSETH: WHEREAS, Borrower desires to obtain a loan from Bank in
the amount of Five Hundred Thousand and no/100 Dollars ($500,000.00) for the purpose
of: paying construction costs for completion of gas pipeline from McCreary County to
Scott County and connected to Citizens Gas, and

WHEREAS, Bank is willing to make such a loan upon the terms and conditions
herein set forth;

NOW, THEREFORE, the parties agree as follows:

GENERAL PROYISIONS

1. AMOUNT. The Bank hereby agrees to loan to Borrower, jointly and
severally, the sum of Five Hundred Thousand and no/100 Dollars ($500,000.00).

2. NOTE. The indebtedness shall be evidenced by a Promissory Note payable to
the order of the Bank. The note shall become due on December 16, 1999. The Bank may
however demand payment in full before the maturity date upon adverse re-evaluation of
Borrower’s creditworthiness, upon failure of Borrower to comply with any terms of this
agreement, or upon Borrower being in default of the Promissory note.

3. PAYMENTS. Payments shall be made as follows: quarterly interest
payments beginning March 16, 1999 and principal due at maturity. All payments will be

applied first to retire interest due, and the remainder to the unpaid principal balance.




4. INTEREST. The note executed pursuant hereto by Borrower shall bear
interest at a rate of 8.50%. This rate shall be in effect until March 16, 1999. Interest shall
be computed upon a 365 day year basis and shall be payable according to the terms of the
note. The note shall bear interest at a rate equal to three-fourths percent (0.75%) in
excess of the “New York Prime Rate™, subject to change quarterly.

5. BALANCE. The principal amount of the loan is Five Hundred Thousand and
no/100 Dollars (8500,000.00). Principal payments shall be made in accordance with the
terms of the note.

EXPENSES

The Borrower agrees to pay all taxes and assessments, all recording fees, attorney

fees, appraisal fees, and all other expenses associated with the loan as applicable.
SECURITY/COLLATERAL

This loan is subject to the Borrower providing to Bank sécurity and collateral
securing the repayment of any and all amounts loaned. The form and substance of said
security and liens pgrfected on said collateral is to be in a form acceptable to Bank in its
own discretion.

The Borrower shall grant to the Bank a pledge and perfected security interest in
the following: all assets tangible and intangible now owned or hereafter acquired including
accounts receivable, inventory, pipeline, machinery and equipment. The security interest
shall be evidenced by the execution and delivery of security agreements, assignments,
and/or pledges in a form acceptable to the Bank.

WARRANTIES

The Borrower convenants and warrants to the Bank on the date of the execution

hereof each of the following matters:

1. AUTHORIZATION. Borrower represents that there is no known legal

impediment which in any way restricts or prevents the execution or carrying out of this
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agreement in any respect, and that this agreement and executed Note and Sccurity
Documents are valid and binding obligations of the Borrower.

2. FINANCIAL CONDITION. Borrower agrees to furnish to the Bank true
and correct balance sheets, income statements, and tax returns which fairly reflect the
Borrower’s financial condition, and furthermore to continue to furnish these items on an
semni-annual basis.

3. TAXES. Borrower has paid all taxes, other than those which might be duc but
not payable. Borrower i§ not in default in thé payment of any tax nor is any assessment
threatened in respect thereof.

4. TITLE TO PROPERTY. The Borrower has good and marketable title to its
respective assets as disclosed on the financial statement supplied to the Bank hereunder.

5. ACTIONS PENDING. There are no actions, suits, investigations, or
proceedings pending, or to the knowledge of the Borrower, threatened against the
Borrower by any Court, arbitrator, administrative, or governmental body, cither singularly
or in the aggregate, which might result in a material adverse change in the business,
condition, and operations of the borrower.

CONDITIONS PRECEDENT

The obligation of the Bank to disbursc the loan shall be subject to the satisfaction
of each of the following conditions precedent:

1. EXECUTION OF PROMISSORY NOTE (NOTES). The Note or Notes in
the form acceptable to Bank shall have been executed for the principal amount of the loan
and delivered by the Borrower to the Bank.

2. CORPORATE AUTHORIZATION. The Bank shall have received in a form

acceptable to the Bank all corporate documents authorizing the encumbrance of corporate
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herein, and ratifying the same.




3. OTHER DOCUMENTS. The Bank shall have received upon request from
the Borrower any other reasonable documents relating to this Agreement or contemplated
by this loan transaction in a form acceptable to Bank.

DEFAULT
The occurrence of any one or more of the following events shall constitute a default by the
Borrower under this Agreement and thereupon any Note or Notes issued hereunder, at the
option of the Bank, will immediately become due and payable upon written notice; each of
the following shall constitute an event of default hereunder.

1. NON-PAYMENT OR LATE PAYMENTS. Non-payment when payment is
due, whether by acceleration or otherwise, of any principal or interest of any Notc,
whether short term or long term. Any installment of principal or accrued iﬁterest on any
Note not paid in full, punctﬁally when due and payable as provided in any Note.

2. BREACH OF COVENANTS AND AGREEMENTS. The Borrower shall
fail or omit to perform or observe any covenant, agreement, condition or other provision
contained or referred to in this Agreement, or in any Security Agreement, Note, or any
other instrument securing any portion of the indebtedness or Note owed or in any other
instrument which constitutes security for the repayment of the indebtedness or Note or is
related hereto, and such failure or omission shall not have been fully corrected to the
satisfaction of the Bank within thirty (30) days after the giving of written notice by the
Bank to the Borrower thereof.

3. MISREPRESENTATION AND ACCURACY OF STATEMENTS. Any
representation or warranty or other statement of facts made by the Borrower herein in any
writing, certificate, report, or statement at any time furnished to the Bank pursuant to or in
connection with this Loan Agreement or otherwise shall prove to be false and misleading
in any material respect when made or shall fail to state a material fact necessary in order to

make the statements contained herein or therein not misleading. If any representation or



warranty made by the Borrower in any written statement or certificate now or later
furnished by or for the Borrower in connection herewith, shall prove untrue in any
material respect as of the date upon which it was made.

4. INSOLVENCY. (a) The Borrower shall make an assignment for the benefit
of creditors, file a petition in Bankruptcy, Petition or apply to any tribunal for the
appointment of a custodian, receiver or any trustee for any one of them, or a substantial
part of their assets, or shall commence any proceeding under any bankruptcy,
reorganization, arrangement, readjustment of debt, dissolution, or liquidation law or
statute of any jurisdiction, whether now or hereafter in effect; or if there shall have been
filed any such petition or application or any such proceeding shall have been commenced
against any of them, in which an order for relief is entered or which remains undismissed
for a period of thirty (30) days or more; or the Borrower by any act or omission shall
indicate their consent to , approval of or acquiescence in any such petition, application or
proceeding or order for relief or the appointment of a custodian, receiver or any trustecs
for any of them or any substantial part of any of their property, or shall suffer any such
custodianship, receivership or trusteeship to continue undischarged for a period of thirty
(30) days or more; or (b) The Borrower shall generally not pay their debts as such debts
become due; or (c) The Borrower shall have concealed, removed or permitted to be
concealed or removed, any part of their property, with intent to hinder, delay or defraud
their creditors, or any of them, or made or suffered a transfer of any of their property
which may be fraudulent under any Bankruptcy, fraudulent conveyance or similar law, or
shall have made any transfer of their property to or for the benefit of a creditor at a time
when other creditors similarly situated have not been paid; or shall have suffercd or
permitted, while insolvent, any creditor to obtain a lien upon any of their property through
legal proceedings or distraint which is not vacated within thirty (30) days from the date

hereof.




MISCELLANEOUS

1. WAIVERS. No delay or omission of the Bank to exercise any right upon the
happening of any event of default shall impair any such right or shall be construed to be a
waiver of any such default or an acquiescence therein. No waiver of any default herein
shall effect any later default or impair any right of Bank. No single, partial or full exercise
of any right of Bank shall preclude other or further exercise thereof.

2. GOVERNING LAWS. This Agreement, the Note and all documents securing
same shall each be governed by, and construed in accordance with, the laws of the
Commonwealth of Kentucky.

3. COMPLETE AGREEMENT. This Agreement shall be binding upon and
inure to the benefit of the Bank and the Borrower in accordance with its terms. This
Agreement, including the Note and other instruments and documents executed to secure
and collateralize said loan in the forms acceptable to Bank, including any correspondence
from the Bank to Borrower, constitutes the entire understanding between the parties
hereto and supersedes all prior written or oral understandings or agreements with respect
to matters contained or referred to herein between the parties or any of the interested
parties or any third parties. This Agreement may not be modified, amended or terminated
except by written agreement signed by the parties hereto. The headings of the several
sections of this Agreement are for the convenience of reference only and shall not cftect
the meaning hereof.

4. SINGLE AGREEMENT. This Agreement tmay be executed in any number of
counterparts, all of which together shall constitute a single instrument. The Counterpart
of this Agreement retained by the Bank for its permanent file shall be deemed to be the
original for purposes of comparison of provisions.

5. FEES AND EXPENSES. The Borrower shall pay all out-of-pocket expenses

incurred by the Bank in connection with the transactions contemplated hereunder,



including, but not limited to, the fees and expenses of the Bank’s counsel incurred in
connection with this Agreement, the Note, and other documents related to or referred to
as collateral or documents securing said Loan.

6. NOTICES. All notices referrcd to or permitted to be given hercunder shall be

given in writing or personally delivered or sent by mail, addressed as follows:

If to the Bank: Mr. David Ross
President
Bank of McCreary County
P.O. Box 160
Whitley City, Kentucky 42653

If to the Borrower:  Mr. James E. Curd
Vice President
Citipower, LL.C.
P.O. Box 1309
Whitley City, Kentucky 42653

Any party may change their address for the purpose of this Agreement by sending
written notice thereof to the other parties.

7. SEVERABILITY. If any provision of this Agreement shall be held invalid
under any applicable laws, such invalidity shall not effect any other provision of this
Agreement that can be given effect without the invalid provision, and, to this end, the
provisions hereof are severable.

8. BINDING EFFECT, ASSIGNMENT, AND ENTIRE AGREEMENT.
This Agreement and all documents executed in association herewith shall inure to the
benefit of, and shall be binding upon, the respective parties hereto, including their
successors, heirs, personal representatives, legatees, devisees, assigns, and permitted
assigns. The Borrowers have no right to assign any of their rights or obligations

hereunder without the prior written consent of the Bank.




9. BANK NOT A JOINT VENTURE. The Bank by entering into this
Agreement or by any action taken pursuant to this Agreement or any loan document, will
not be deemed a partner or joint venturer with the Borrower, and the Borrower will
indemnify and hold the Bank harmless from any and all damages resulting from such a

construction of the parties and their relationship.
IN TESTIMONY WHEREOF, the parties have executed this Agreement the day
and year first above written.

CITIPOWER, L.L.C.

By: Z,M_ €LC’UJ\J_

JAMES E. CURD

ITS: Vice President

BANK OF MCCREARY COUNTY

B SR
DAVID ROSS

ITS: President

STATE OF KENTUCKY
COUNTY OF McCREARY

1, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced acknowledged,
and delivered to before me by Citipower, L.L.C., by James E. Curd, its Vice President of
Whitley City, Kentucky, to be his free act and deed and the free act and deed of
Citipower, L.L.C..

Witness my hand, this




STATE OF KENTUCKY
COUNTY OF McCREARY

I, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced, acknowledged,
and delivered to before me by David Ross, President, Bank of McCreary County, to be his
free act and deed and the free act and deed of Bank of McCreary County, Whitley City,

Kentucky.
Witness my hand, this ( l\u,d‘ay of _Q‘Q_MM 1998.

.~

(OTARY P C

My commission expires:_ G -llp .0 ) D




crﬁpcm—:n, ‘L.L.C. (6L-1 6)| BANK OF MOREARY QOUNTY

P.0. BOX 1309 P.0. BOX 160 IPumber 233
WITLEY CITY, KY 42653 WITLEY CITY, KY 42653 Dse _DECEMBER 16, 1998

Maturity Date DEC, 16, 1999
Loen Amount $ SO0, 000.00

Renewal 01 .

BOARRQWER'S NAME ANO AOORESS LENDER’S NAME ANG ADDRESS
*1" inehides sach DOrfower shove, [ointty and severally. *You” moans the lender, its successors and asaigns.

For valua rarewed, Iruomuu 10 pry (0 you, or your order, at your address listed above the PRINCIPAL sum of ELVE HUNDRED THOUSAND __
ANDMO/LODY * + + & # + + # # # #+ # ¢« + & & ¢ * « v * & * g, 500,000.00

KL Single Advence: ! wil racawe ail of 1his principal sum on DECEMBER 16, 1998 . No sdditionsl ach are plated under this note.
D Multiple Advancs: The principal sum shawn abave is the maximum smount of principal | can borrow under this note. On
| will receive 1he ol 3 end future principal od ore plated

Conditions: Tha conditiont for future advances are

D Open End Credit: You and | agree that | may borrow up o the maximum principsl sum mors than one time. This feetura is subject to ail other
ronditions and supwas an
D Clossd End Credit: You and | agres that | may borrow (subject to sil other condllbn!l up 10 the maximum princins sum only one time,
INTENEST: | agres o pay miorost an the ding prncipal bal from DECEMEER 16, 1998 st he rats of 8.500%
per yomr untd MARCH 16, 1999
KX Variahie Rate: This rate may then change as stated beiow,
L index Rate: The future rate will be 0.750% QVER the (ollowing index rate: NEW ERIME D

[J No Index: The futyre rare wilt not ba subject to any intarnal or oxternal ndex. It will ba entirsly in your control.
mFrequoncy and Timing: The rate on this nate may change as often as CXARTERLY

A change in tha interast rate will taks sffact Q! THE SAME DAY .
D Limitatione: Ouring the term of this loan, the applicsble annual interast rate will not be more than % o¢ less than
%. The rats may not changs more then % asch
Eifect ot Variable Rats; A change in the interast rate wifl have the following aftact on the payments:
mTh- amount of aach schaduted paymeant will changs, m The amount ol tha final payment will chenge.

ACCAUAL METHQO: Interest wil be calcutatad on a __ACTURL/365 basis,
BOST MATURITY RATE: | agree (o pay interast on the unpaid balence of this note owing aftar maturity, and untd paxt n [uil, as stated betow:
KR an the same fined or variable rate bun in offsct bofore maturity las indicated above).
D ot A rate aauesl to
7R LATE CHARGE: If a payment is made more then _10 _ days after it is due, | agree 1o peay a lsts charge of $10.00 .

T ADDITIONAL CHARGES: In additian to intarast, ! agree 10 pay the following charges which D ara X8 ars not included in tha princinal amount
anove: RECORDING FEES OF $18.00,
TAYMENTS: t agree to pay this nots as lollows:

T interest: | agrae to pay sccrued mterast QN THE 16TH DAY OF EACH THIRD MONTH BEGIMNNING MARCH 16, 1999
<R Principal: | agrea to pay the wh:ipﬂm 16, 1999

3 Instaliments: | agree to pay this nots in payments. Tha first payment will be n the amount of §

ond will be dus . A paymentof $

witl be due
thereafter. The final paymaent of the entire

unpnid balanca of princinsl and nrerast will be dus
‘URPOSE: Tha pirposs of this loan s BUSINESS : QONSTRUCTTION OF 11 MITE PTIPELINE FRCM MCCREARY TO SQOTT Q.
\DDITIONAL TERMS:

MIVERSAL NOTE AND SECUMITY AGRESMENT ' Inage ! of 3}
1984, 199) Gornkwrs Sywevme, Ime., 30, Clonal, MW Fom UNSLAZ 131799 -




SECURITY .
SECURITY INTEREST: | give y'cunlv wntarest in ail of tha Praperty described below that i no.and thot | may own in tho future {inclsdg,

But not hemited 10, ol parts
a procoods and products from the Proparty.

s301108, repaNe, \mprovements, and BCCO3SiONS (0 tha Propertyl)

avor the Property 13 or may be located, ‘wwd

y which | hoid lor ultimata sole or laase, or which has boon o will be suppiiod under coniracts of sorvics, or which aro

i . furniture. hiaturns, manulactiymg onuipmant, larm machnery wwl

J y: All i
raw maliariais, work in procosa. or materisis used or consumed in my business,
m&ouiomnm: All equipmont including, dut not |k d to, sl m Y.
QI D . shop i

. ollice mnd recordkeening oquipment, and parls and lools. All squomaont dascribod in A st or schedule winch | grvo

ta you wiiil giso be included n tha sacused property, but such s list is not necossory for a vaid socurily mtarest m iny squipment.

DF'"‘! Products: Al leem voductr including, but not timited to:

() ail pouliry and livestock and their young, along wih their products, produce and replacements;

U) nall crops, annuai or pevennint, and eil products ot the crops; and

{c) ail food, saed. {ortdizer, modicines, and other supplies used or produced n my larming operations.

<o, | ., O

naymant of monay wnetuding, but not lensted (o:

. Chattei Peper and Other Rights to Payment: Ail rights | havo now and that | may have in (ho luture to the

{a) paymend for goods end othar proporty soid or jnasod or for sarvices renderod, whether or not | have oarned such payment Ly periormance.;

and

ib) rights 10 peyment arremg out of alf prasent and future debt instruments, chattel paper and loans ond oociigations recaivabia.
The above include any rights and interests (includmng ail liens and securily intsresist which | may have by taw or ngreement ggamst any account

dabtor ar obligor ol mme,

enaral Intangibise: All genaral intangibles including, but not limited to, tax tafunds, npplications for patents, patents, copynights, trodemarks,
tro0a secrets, good wdi, trada namas, customer lists, permits and (ranchises, and ths nght (o uss my nome.

@commom Paymente and Programe: All payments. sccounts, Jeneral intangibies, or other banelita {ncluding, but not limited to, payments in
1ind, deliciency payments, laltors of ontilicmaent, warohouse 16CEIDLS, SIOFAQS DAYMESNIS, CMATQENGY AS3iSIaNCO NAYMenls, diversion payments,
and conservation fesarve payments) n which | naw have and M the !uture may havo any rights or mierest snd which arisa undar or as a rasult
o any praoxistmq, current or lutura Federnl or state governmental program (including, Lut nol lmued Lo, all progemns adrumisicred by Lho

Commodity Crodit Corporation ond tha ASCS).

L2 The tecured property inciudes, but is nol fimited by, the follewing: REAL ESTATE MORIGAGE DATED 11-11-97 ON
CQOMERCIAL BLOG. AND LOT. ALL ASSETS TANGIBLE AND INTANGIBLE NOW OWNED CR HEREAFTER
ACQUIRED INCLUDIMNG ACCOUNTS RECEIVABLE, INVENTCRY, PIPELINE, MACIINGRY AND DQUIPMENT.

I this sgracmant covere Limber 10 Le cut. minerals lincluding oil end gesi, lixtures or crops growing or to be grown, the doscription of tho real astate is:

L2 it checkea. fita this agreement on the rsal estate records. Record owner (if not mel

The Proparty wii be used for s G porsonal XX businoss D agricultural D nurpose.
AOQDITIONAL TEAMS OF THE SECURITY AGREEMENT

GENERALLY - This agreemaeant secures 1his nots and any other debt | have
with you, now or [atar. Mawovar, it will not securs other debts if you fo#
with respect (0 such other dabts, to make any required disclosurs sbout
ths socurity aqerement or «f you fad (o give any raqurod notice of the
1qht of reacission. i property descnbod in this agreement is located in
Anothor state, this agraament may olsg, in some cicumsiancos, be
govarnmd liy tha law of (ha state in which 1ha Progorty is locatod.
QWNERSHIP AND DUTIES TOWARD PRQPERTY - | roprosent that | own
sl of the Proparty, or (0 the exiant this is a purchnse monoy secutily
interest | will acnuice ovnarship of tho Property with the proceoeds of the
ioan ! wil defend it aganst any other clawn, Your ciamm to the Property is
angoet of tho claims of any other croditor. | agree to do wheilover you
raquro (0 PrOtect your socurity intarest and o kecp your clawn in the
Pragoriy shend of the clamms of other croditors. | wall not do snything to
harm your posilion,

| wat kaop books, recnrds md accounts about lha Property end my
busmess in general. | wiil Iat you axomine theso records at any raasonable
tma. ! will prepare any report or sccounting you request, which daasls
with tha Property.

| will kcap tha Properly in my possession and w#l keep it in good
repne and use it ordy for the purposalsl describod on page 1 of thiy
agtesment. [ wii not change this specilied use without your exnress
written permission, | reprasent that | am the originsl owner of the
Property and, f | am nol, that | have provided you with a list of prior
ovwners of (he Proporty.

I wdl kaep the Property al my addross listed on page 1 of this
agrecment, uniess wa agree | may keeo it at nnother locntion. If the
Prooarty 13 1o bo usod in onothoe siete, | will givo you a list of thoso
states. | wdl not try to soil the Progartly unigss it s invontory of | recoive
your writign pormission to do so. if | sell the Property | wil have the
paymont made asysbie to the ordor ol you and me.

You mey demand mmediate gaymant of tha dobi(s) il the debtor is
not a naturel person and withoul your prior writton consent: (1) o
benalicini minrest n the debior is soid or tronslorred, or {2) there is @
changs in aithor the dentity or number of mormbars of & pertnorship, or
(3} thera is a change in ownership of moro than 25 percant of the voting
stock af » corporstion,

| wil pay il tnxes and charges on the Proporty as thay bocome due.
You have the right of ressonalde access in ordor to inspect the Property. |
will immediataly nlorm you of any losz or damagn to tha Property.

M | Iad to pertorm any ol my duliss undor this socurity sgreoment, or
any mocigaga, deed of trust, lien or other security interest, you may
without notice te mo porform the dutias or coause tham o be porformad,
Yo right 1o parlorm tor ma shall not craata an obiigation to portorm and
your [adura to parform wal not pracluda you lrom axorcming sny of your
niliae ints under tho law or 1his saciwily Agreemaent.

PUACHASE MONEY SECURITY INTERES‘?'- For the sole purpose of
detarmming Lhe axtant of 8 purchass money securily ntevest arising
under thus tocurity agreamaent: (o) paymoanis on any nonpurchass monay
toan 8iso sncured by this agroement will not ba deomoad 10 apply to the
Putchase Manay Losn, and (b) paymonts on the Purchase Monoy Loan
wil be dosmad to apply lizat to the nonpurchase money portion of tha
loan, if any. snd then to the purchasa monay obligstions in the order
which the items of collateral ware scouired or Il scauved st the sems
time. m the order selactnd by you. No sacurity interast wdl be 1ermnetod
by epplication of this larmule, “Purchase Money Loan™ meaans ony loen
the oroceeds ol which, in whole or in port. ara used to acquire any
cotlatoral securing (he lomn end al! axtensions, ronewels, consolidations
mnd raimancing ol such loan,

PAYMENTS 8Y LENDER - You me suthorized to pay, on my behall.
cherges ! sm or may become obligeted to pey (0 preserve or prolect the
securad property (such as properly insurance premums). You may trest
INote peymaents as sdvancas and sdd them to the unpeid princiosd “f.d"

INSURANCE - | agraa lo buy insuranca on the Proparty agamst tha risks
and lor the amounts you require and (o furnish you continumg preol of
coverage. | will have the insurance compsny nama you os !103s payee on
any such policy., You may roquea addad socurty f you agren that
insurance procoeds mnav La ysad (o repaiv or tapince the Property, | wil
buy mauroncs lrom a lem liconsad 10 do businass in (ho stnin whare yoy
arn locnted. The it will Uo ransonably nccantabie to you. Tho mauranens
will 1agt untd the Property is releasad Irom this agraamani. it [ fad to buy
or mamtain the msuronco [or fad to name you as loss payoe) you may
purrhasa it yourself,

WARRANTIES AND REPRESENTATIONS - !l ihis ngreement inchnulos
asccounts. | wil not sattie any account far lass than s full vatus without
your writtan permission. | wiil collect atl nccounts untl you el ma
otherwise. | will kaep the procrsds irom gll 1he accounir nnd any gomix
which ace rsturned to ma or which | toke haeck in trust for you. | widl nnt
mix thom waih any othor property af mne. | wit dalivar them to vou ot
your requast. I you ask mo !0 pey you the (uil price an any relurnod
itams or itams retaken by myssif, | wil do so.

i this agroamaent covars invaniory, | wil not disposs of it axcapt m my
ordinery course ol burinmss at the lair market value for tha Proporty, or at
& minmum price establishod batweon you and me.

N this sgreemani covers lorm products | willt peovide you, at your
request, a written list of the buyers, commission maorchants or sclling
agonts to or through whom | may seil my lam products. In addifion to
thoss pertias nemed on (s written list, | mihorize you to nouly al vour
sole discrstion any oddilional parties regaeding vour socurity wierest m
my (arm groducts. 1 roman subi to all lzalln penalting fae <nitiug
my larm products in wolstion of my agrasmant with you ari the Foed
Security Act. In this paragroph the (erms [awm products, buyers,
commission marchants ond solling ngents have ihe maonmgs given 1o
them in the Fedornl Food Security Act of 1985,

REMEDIES - | wdl be in delnult on ilus socuritly agrooment if | am =n
defouit on any note this agreament securas or il | lad (0 koep any promise
contanaed n ihe terme of (his agreement. i | defoull, vou have oil ol the
tights and remedias provided m the note ond under the Umiform
Commercial Code. You may require mo to mako the socured properly
avaisblo 1o you st a placo which is reasonobly convenient, You may lakg
possassion of the secured property and scil it as provied Ly lnw. Tha
procaeds wil be appliod lirst to your oxpenses and thon to tho dnbt. |
agree thot 10 doys written notica sont to my lnst known nddress Ly first
class mad will bo roasonable notica under ths Umiform Commearcinl Core,
My current addross is on page 1. 1 agrea to inform you n writing of any
chonge of my addross,

FILING - A carbon. photographic or other reproductian of ws sacuriy
sgroemont or the linancing staiomant covermg the Property describad in
this agraoment may be used ey a linancmg statoment whoto allowad iy
law. Where permitted Dy law, you mey lde a firancmg stalement which
does not contain my signalure, covering the Proparty sccured by tius
agrecmaent,

Any person wha signs within this box does $0 (0 yive you a socurty
ntorest nt the Property described on this page. This poarson doos not
ptomrso (o pay tha noie. “I° a3 used w this security agreement wil
meluda the Borrower and any person who signy withun his Lox.

Dote

Signad

thNe note secured by this agreemont or you may demand i
pay Lol the d: d.

01984, 179) Bonktovs Sycems, Inc., 5t Clonst. MN form UNSAAZ 173190
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ADDITIONAL TERMS OF THE NOTE

DEFINITICNS - Af used on pages | a *}* means the 1erms that
appiy o this'inen. “1° "me” or “my* s sach Sorrower who signs
s rote and onch other person of la entity (nctuding guarantors,
cndorsers, and surelies) who agrees o pey this note (1ogether retarred 10
As “us”). “You' or “your® means the Laendar end its succoesors snd
ALsINS,

APPLICABLE LAW - The Inw of the ztete m which you are locatad - will
fovarn this nareement. Any term of (s agreemaent which 13 contreery to
npphicabie inw wilt not ha elfectve, uniess the iaw permits you end me to
agree (n tuch a variation. 11 any pravesron of this agreement cannot be
2nloread necortting 10 i1s terms, s {act will Mot alfect the enforcaabdity
of the remamnder of thiy agreement. No modilication of this agrsement
may ha mada without your swprese writton consent. Time is of the
sssanra in this agreamont,

PAYMENTS - Ench paymeni | mako on thiz nota will firat reduce the
amount | gwa you 'or chacges which ara neither mterest nor prncipal.
The remaindar of aach nayment wil then reduca accrued unpeid nterest,
anil then unpad prmainal. I vou and | agree to a different application of
nayments, we will dascribe our agrsement on thig note. | may prepay s
part nt, or tha antire bialancs of this losn without penelty, uniess we
specdy to the contrary on thrs nots, Any parliai prepayment wii not
axrusa or racdtice any fatar acheruiad paymant until this note is paid m full
funless, whan ! make the prepayment, you and | agree n wriling to the
contrary),

INTEREST . Interast nccrues on the principsl remaining unpaid from time
to 1wne, until paid in full. If | raceive 1he principal in more then one
mivancs, aach advance wil start 10 sarn interast oniy when | recaive the
adunnre. The misrest rate n sifect on this note at any given lime wil
apply 1o ths entws prmcmpal  sum  outstanding at  that time.
Notwithatanding anything to the conirary, | do not agree to pey and you
dn nat intend 1o charge any rate of interest that is higher than the
mazimum rate ol ntarast you could charge under spplicable law for the
- axtension of credit that is agreed to in thre note (either balore or alter
matueity). | any natice of nterast accrusl s sent and is in error, we
mutunity ngroe 10 corract it, snd il you actually collect more interest then
Miowed by law and this agreement, you agres 1o relund it to me.

INDEX ARATE . The indax wil serve only as a davice for satting the
wniarast o on this nota. You o not guaraniee by salacting this indax, or
the margin, that iha mierest rate on [Ihis note wiill be the sema rats you
charga on any other loans or class of ioans you make 10 me or other
bartowars,

PQST MATURITY RATE . For purposes of deciding when the °“Post
Maturity Ante™ (shown on pags !} apnlies, the term “maturity” meens the
date ol 1he tast schedided payment :ndicated on page | of this nots or
the date vou accolarate payment on the nota. whichever is sarlier.
SINGLE ADVANCE LOANS - if this is a single advence toan, you snd |
ernan: that you wit make only one sdvence ol principsl. Nowever, you
mny add other gmounts 1o the principsi if you maks any payments
described in (he "PAYMENTS 8Y LENOER" paragraph on page 2.
MULTIPLE ADVANCE LOANS - ! this is a multipia sdvance loen, you and
| expect that vou will maks mars tham one sdvance of principal, If this s
elosud end cradit, repaying a part ol the principal will not antitfa me to
adeitinnal cradit,

SET-OFF - | ngrae that you may 3ot ofl any amount due and paysbls
undnr this natn agamst any (ight | have 1o recaive money [rom you.

“fught 1o racaive monay fr1om you” means:

(1) any deposit acenunt boiancas | have with you:

t2) any manay owed 16 me on an item prasenied lo you or in your

possassion lor collaction or exchange: and

{31 any repurchase agrae or othar deposi figation,

“Any amount dus and payablo under this note® means the total
amaunt of wiich you are entitted to demand payment undar 1he terms of
s note nt the time you sat oll. This total includss any dalance (he dye
dnate tar which yo properly accelernte under this note.

It my right 10 racniva money Irom you is aiso owned by someone who
has not narmed to pay his note, your right aof set-off wil apply to my
mitormal 1y 1he nhligation md to any olher amounts | could withdraw an
my s0la request nr andorssmaent. Your righi of set-olt does not epply to
an gsernunt or othar obligation where my rights ere only as a
reprasentative. 1t mso dnes not apply to sny Individual Retiremant
Account ar other tax-deferred retwament account.

You wil not ha tinhie foe the dishonor of sny check when the dishonor
nrcurs harmiss you set off thiy dedt agamst any of my accounts. | sgree
to hold you harminss from any such claims orising ns & resuit of youwr
exercise of your right to set-off.

{1} 1 fail 10 mako a payment o or in the amount dus; (2) | fad to
keep the Property insured, if wed: {3) | iad to pay, or keep any
promits, on sny dabt or agroement | have with you; {4} any other creditor
of mine attemprs to collect any dabt | owe hwm thwough court
proceedings: (S) | dis, am dul.ud t. make on or for
the benelit of creditore, or M o {sither b my abdlt
excsod my sssets or | am uneble (0 nay my dahts as they becoms due):
{6} | maks sny written stutement or provide any lmancisl mformation that
is untrue or inaccurste at fhe time it was provided: (7} ! do or (ai to do
hing which you ta beii you will have difficuity collecting
the amount | awe yvou: (8] any collataral securing this note s used in @
manner or {or a8 purposs which ""Qﬂoﬂl conﬂs:nuen by a legai authonty:
(3) ! change my name of i name n first
notifymg you before making such & chmqr {10} | Iad 1o pilant, cuftivets
and harvest crops in due sesson: {11} any loan piocoeds are used for &
purposa that wil contribute to axcessive srosion of highly evodible fand or
1o the conversion of werinnds 10 produce an sgriculturel commodity, as
furthee axplaned in 7 C.F.R. Part 1940, Subpart G. Exhibit M.
REMEDIES - It | am in defauit on this note you have, bul are not limited
to, the followng remedias:

{1) You may demand immediats payment of all | ewae vou under this
note (principel, accrued unpaid intersst and olher accrued unpsid
cherges).

(2} You may sat off this daht against any right | have to tha payment
of maney lrom you, subject to tha terme al (he “SET-OFF®
poragraph herein.

{31 You may demand sacurity, edditional security, o¢ additionel parties
to be obligated ta pay this nots as a condition for not using any
other ramedy,

{4) You may rafuse to meke advancas to me or aitow purchases on
credit by ma.

{5) You may uses any remedy you haves under state or federni law.

{6) You mey make use of any remedy given to you m any agrasment
securing this note.

By solecting any one of more of those remadias you do not give up
yout right 10 use latar sny other remedy. By waiving your right 1o daciere
an avent to be a default, you dn not waive your right 10 consder later the
avent a default i it conlimios or heppens again.

COLLECTION COSTS AND ATTORNEY'S FEES - | agree to pay sl costs
of coflaction, replavin or any othar or simidar typs of cost | sm in
delault. In sddition, if you hire an sttornay to coltect this nots, | also
agrae 1o pay any fee you incur with such attornoy plus court cosis
fexcept whars prohibited by faw). To the axtent permitted by the Unitad
States Bankruptcy Code, | also agree to pay tho reasonabis atforney’s
fees ond co3fs you incur fo collect this debt as wwearded by any coust
exsrching jurisdiction under the Bankruptey Coda.

WAIVER - | give up my rights 1o require you 1o de certain things. | wilt not
requss you to:

{1} demand payment of amounts due (preseniment);

DEFAULT - | will be in defauit i’one or mote of the lollowng ocour:

{2} obtain official cartification of Dry 7 {protest): or
{3) grve notica that amounts dus hava not been paid (notics of
dishonor),

t waive any dalenses | have based on suretyship or impairmant of
collataral,
OBLIGATIONS INDEPENDENT - | understand that | must pay this note
even if someone sise hes sleo agreed 1o pay it (by, lor example, signing
this form or a seperats (uarantsa or endorsement). You may sue me
slone, or anyona sise who is obligated on this note, or any numher o! us
together, to collect this note. You may without notica raiensa any party
10 this agreemant without releating any othar party. If you give up eny of
your rights, with or without aatics, it will not alfect my duty 1o pay thry
nots. Any sxtension ol new credit I any of us, or renswal of this nots Dy
ol or lass than el of us will not release me from my duty to pav it. {Of
cowse, you are ontitied to anly one paymant in tull) | agres that you mey
st your option axtend this note or the dabt represanted by this note, or
any portion of tha nota ofr dabt, from time ta time without limit or notice
and 1or sany term without alfecting my liabiity tor peyment of the nate. !
wil not musign my obligation under this agreement without your peior
written spproval,
CREDIT INFORMATION - | agree and suthorize you 1o obtam cradit
informotion about me from time 1o tima ltor axemple, by raquesting e
ctedit raport) and 10 renort 10 others your credit expaerience wilh ma {such
as a <credit reporting agency), | agree to provide you, upon raquest, any
financial statement or informatinn you may deem necassary, | warrant
that the financisl stetemants and information | provide 10 you are nr will
be sccusate, carract end complete,

SIGNATURES: t AGREE TQO THE TERMS OF THIS NOTE {INCLUDING THOSE ON PAGES 1 AND 2). | havs racaived a copy on loday's data.

CITIPWER, L.L.C.  (61-1305266)

S22

SIGNATURE FOA LENDER: X %—j /(Bs/y-
DAVID ROSS Al
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GUARANTY
KL

(Qiv) {State}

CECEMAER 16, 1998 e .

For good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and 0 mducu
BANK CF_MQCREARY QXUNTY, £.Q. BOX 160, WHITLEY CITY, KY__42653 -
(herein, with 1ts participants, successors and assigns, called “Lender®), at its option, at any time or from nmc \o tivn
to make loans or extend other accommadations to or for the account of CITIPOWER, L.L.C. (61-1305266)
(hercm called "Borrawer™®) or 1o engage in any other transactions with Barrower, the Unders:gned helcbv absolutsiy
and unconditionally guarantees to Lender the fuil and prompt payment when due, whether at maturity or earlier by
reason of acceleration or otherwise, of the debts, liabilitics and obligotions described as follows:

A.if this X is checked, the Undersigned guarantzes to Lender the payment and performance of the deut,
lability or obligation of Barrawer to Lender evidenced by or arising out of the following:LOAN DATED |
12-16-98_IN THE AMOUNT OF $500,000.00 TO CTTIPCWER, LIC____ and any extensions, renawals
or replacements thereof (hereinafter referred to as the “Indebtedness®).

8. 1f ttus (J is checked, the Undersigned guarantees to Lender the payment and performance of each and
every debt, fiability and obligation of every type and description which Borrower may now ar at any time
hereafter owe to Lender {whether such debt, liability or abligation now exists or is hereafter created r
incurred, and whether it is or may be direct or indirect, due or to become due, absolute or contingent.
primary or secendary, liquidated or unliquidated, or joint, several, or joint and several; all such debts,
liabilities and abligations being hereinafter coilectively referred to as the “Indebtedness”). Without limitatiun,
this guaranty includes the foilowing described debt(s): - .

The maximum aggregate liability that { am subject to is $ _500,000.00 — .

In addition to the maximum aggregate liability stated, | absoclutely and unconditionally guarantee payment 00
interest accruing on the guaranteed indebtedness, and fees, charges and costs of collecting the guarantend
indebtedness, including reasonable atterneys’ fees.

This guaranty will terminate on _ DECEMEER 16, 1999 . e+ The termination will nut
affect my liability with respect to obligations created or incurred prior to the termination date, or extensions or
rencwals of. interest accruing on, or fees, costs, or expenses incurred with respect to such obligations on or
after the termnation date. . .

The term “Indebtedness” :as used in this guaranty shall not include any obligations entered into between
Borrower and Lender after the date hereof lincluding any extensions, renewals or replacements of such
obligations) for which Borrower meets the Lender’s standard of creditworthiness based on Dorrower's own
asscts and income without the addition of a guaranty, or for which a guaranty is required but Borrower chovses
samegne other than the joint Undersigned to guaranty the obligation.

The Undersigned further acknowledges and agrees with Lender that:

1. No act or thing need occur to establish the liability of the Undersigned hereunder, and no act or thing, excent
full payment and discharge of alt indebtedness, shall in any way exonerate the Undersigned or madily, reduce, litnit
or release the liability of the Undersigned hereunder.

2. This is an absolute, unconditional and continuing guaranty of payment of the Indebtedness and shail continue
to be in force and be binding upon the Undersigned, whether or not all indebtedness is paid in full, until this
guaranty is revoked By written notice actually received by the Lender, and such revocation shall not be effective a:
to Indebtedness existing or committed for at the time of actual receipt of such notice by the Lender, or as tu any
renewals, extensions and refinancings thereof. if there be more than one Undersigned, such revocation shall be
effective only as to the one so revoking. The death or incompetence of the Undersigned shall not revoke this
guaranty, except upen actual receipt of written notice thereof by Lender and then only as to the decedent of he
incompetent and only prospectively, as to future transactions, as herein set forth,

3. I the Undersigned shail be dissoived, shall die, or shall be or become inscivent (however defined} or ravoke
this guaranty, then the Lender shall have the right to declare immediately due and payable, and the Undersigned
will forthwith pay to the Lender, the full amount of all indebtedness, whether due and payable or unmatured. 1l the
Undersigned voluntarily commences or there is commenced involuntarily against the Undersigned a casc under the
United States Bankruptcy Code, the full amount of alt indebtedness, whether due and payable or unmatured, shall
be immediately due and payable without demand or notice thereof,

4. Indebtedness may be created and continued in any amount, whether or not in excess of any principal or
aggregate amount stated abave, without atfecling or impairing the liability of the Undersigned as limited hereunder,
The Lender may apply any sums received by or available to Lender on account of the indebtedness from Borrowaer
or any other person {except the Undersigned), from their properties, out of any collateral security or {rom any other
source to payment of the excess. Such application of receipts shall not reduce, affect or impair the liability of the
Undersigned hereunder. tf the liability of the Undersigned is limited to a stated amount pursuant to this paragraph
4, any payment made by the Undersigned under this guaranty shall be effective to reduce or discharge such lability
only if accompanied by a written transmittal document, received by the Lender, advising the Lender that such
payment is made under this guaranty for such purpose.

This guaranty is X3 unsecured; (O secured by a mortgage or security agreement dated e
O seccured by . .
This guaranty includes the additional provisions an page Z, ail of which ars made s part hereof.

IN WITNESS WHEREQF, this guaranty has been duly execjted b
written,

vy and vear first above

Nratew wgrad® oot reler 10 off Sumuere whn =g Ude g ey, -;—::v:-‘-:m
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: ADDITIONAL PROVISIONS

5. Subject to any limitations stated in this guaranty, the Undersigned will pay or reimburse Lender for all costs
and expenses lincluding reasonable attorneys’ fees and legai expensas) incurred by Lender in connection with the
natection, defense or enforcement of this guaranty in any litigation or bankruptcy or insoivency proceedings.

6. Whether or not any existing relationship between the Undersigned and Borrower has been changed or ended
and whether or not this guaranty has been revoked, Lander may, but shall not be obligated to. enter into
transactions resulting in the creation or continuance of Indebtedness, without anv consent or approval by the
Undersigned and without any notice to the Undersigned. The liability of the Undersigned shall not be affected or
impaired by any of the following acts or things [which Lender is expressly authorized to do, omit or suffer from
ume to time, both before and after revocation of this guaranty, without notice to or approval by the Undersigned):
h) any acceptance of collateral security, guarantors, accommodation parties or sureties for any or alf Indebtedness;
{iil any one or more extensions ofr renewals of Indebtedness (whether or not for longer than the original period) or
any modification of the interest rates. maturities or other contractual terms applicable to any Indebtedness; (i) any
waiver, adjustment, forbearance, compromise or indulgence granted to Borrower, any defay or lack of diligence in
the enforcement of indebtedness, or any faiture t0 institute proceedings, file a claim, give any required notices or
otherwise protect any Indebtedness; (iv) any full or partial release of, settiement with, or agreement not to sue,
Bnrrower or any other guarantor or other person liable in respect of any Indebtedness: (v) any discharge of any
evidence of indebtedness or the acceptance of any instrument in renewal thereof or substitution therefor; (vi) any
faldure to obtain collateral security (including rights of setoff) for indebtedness, or to see to the proper or sufficient
rreation and perfection thereof, or to establish the priority thereof, or to protect, insure, or enforce any collateral
smcurity; or any release, modification, substitution, discharge, impairment, deterioration, waste, or loss of any
callateral security; (vii) any foreclosure or enforcement of any collateral security; (viii) any transfer of any
Indebtedness or any evidence thereofl; {ix} any order of appiication of any payments or credits upon Indebtedness;
{x} any election by the Lender under §1111(b}{2} of the United States Bankruptcy Cade.

7. The Undersigned waives any and all defenses, claims and discharges of Borrower, or any other obligor,
pertaining to Indebtedness, except the defense of discharge by payment in full. Without limiting the generality of
the foregoing, the Undersigned will nat assert, plead or eriforce against Lender any defense of waiver, release,
statute of limitations, res judicata, statute of frauds, traud, incapacity, minority, usury, ilegality or unenforceability
whirh may be available to Borrower or any other person liabie in respect of any Indebtedness, or any setoff
available against Lender to Borrower or any such other person, whether or not on account of a related transaction.
The Undersigned expressly agrees that the Undersigned shail be and remain liable, to the fullest extent permitted by
applicable law, for any deficiency remaining after foreclosure of any mortgage or security interest sccuring
indetitedness, whether or not the liability of Borrower or any other obligor for such deficiency is discharged
nursuant to statute or judicial decision. The undersigned shall remain obligated, to the fullest extent permitted by
iaw, to pay such amounts as though the Borrower’s obligations had not been discharged.

8. The Undersigned further agrees that the Undersigned shail be and remain obligated to pay Indebtedness even
though any other person obligated to pay Indebtedness, including Borrower, has such cbligation discharged in
hankruptcy or otherwise discharged by law. “Indebtedness” shall include post-bankruptcy petition interest and
attarneys’ fees and any other amounts which Borrower is discharged from paying or which do not otherwise accrue
to Indebtedness due to Borrower’s discharge, and the Undersigned shall remain obligated to pay such amounts as
though Borrower's obligations had not been discharged.

9. If any payment applied by Lender 10 Indebtedness is thereafter set aside, recovered, rescinded or required to
e returned for any reason lincluding, without limitation, the bankruptcy, insolvency or reorganization of Borrower
or any other obligor), the Indebtedness to which such payment was applied shall far the purposes of this guaranty
he deemed to have continued in existence, notwithstanding such application,.and this guaranty shall be enforccable
as to such indebtedness as fully as if such application had never been made.

10. The Undersigned waives any claim, remedy or other right which the Undersigned may now have or hercafter
stquire against Borrower ar any other person obligated to pay Indebtedness arising out of the creation or perfor-
mance of the Undersigned’s obligation under this guaranty, including, without limitation, any right of subrogation,
contribution, reimbursement, indemnilication, exoneration, and any right to participate in any claim or remedy the
Undersigned may have against the Borrower, collateral, or other party obligated for Borrower's debts, whether or
not such claim, remedy or right arises in equity, or under contract, statute or common law.

11. The Undersigned waives presentment, demand for payment, natice of dishoner or nonpayment, and protest
ol any instrument evidencing Indebtedness. Lender shall not be required first to resort for payment of the
Indebtedness to Borrower or other persons or their properties, or first to enforce, realize upon or exhaust any
collateral security for Indebtedness, before enforcing this guaranty.

12. The liability of the Undersigned under this guaranty is in addition to and shall be cumulative with ali other
liabilitics of the Undersigned to Lender as guarantor ar otherwise, without any limitation as to amount, unless the
instrument ar agreement evidencing or creating such other liability specifically provides to the contrary.

13. This guaranty shall be enforceable against each persan signing this guaranty, even if only one person signs
and reqgardless of any failure of other persons to sign this guaranty. if there be more than one signer, ail
agreements and promises herein shall be construed to be, and are hereby declared to be, joint and scveral in cach
nl every particular and shall be Fully binding upon and enforceable against either, any or all the Undersigned. This
guaranty shall be effective upon delivery to Lender, without further act, condition or acceptance by L.cndcr, shall be
hinding upon the Undersigned and the heirs, representatives, successors and assigns of the Undersigned and shall
mute to the benefit of Lender and its participants, successors and assigns. Any invalidity or unenforceability of any
pravision or application of this guaranty shall not affect other lawlul provisions and application hereof, and to this
end the pravisions of this guaranty are declared to be severable, Except as authorized by the terms herein, this
gumanty may not be waived, modificd, amended, terminated, released or otherwise changed ex:ep{ by a wri.tin.g
signed by the Undersigned and Lender. This guaranty shall be gaverned by the laws of the State in which it is
execuled. The Undersigned waives notice of Lender’s acceptance hereof. iowge 20t 2}
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LOAN AGREEMENT

THIS AGREEMENT, made and entered into this 6th day of January, 1999, by
and between CITIPOWER, L.L.C., P.O. Box 1309, Whitley City, Kentucky 42653,
PARTY OF THE FIRST PART, (hereinafter referred to sometimes as “Borrower” or
“First Party””), and BANK OF McCREARY COUNTY, P.O. Box 160, Whitley City,
Kentucky 42653, PARTY OF THE SECOND PART, (hereinafter referred to as “Bank™
or “Second Party”).

WITNESSETH: WHEREAS, Borrower desires to obtain a loan from Bank in
the amount of Two Hundred Fifty Thousand and no/100 Dollars ($250,000.00) for the
purpose of: purchasing an 8.6% ownership interest in Cambridge Resources, Inc., and

WHEREAS, Bank is willing to make such a loan upon the terms and conditions
herein set forth; ‘ '

NOW, THEREFORE, the parties agree as follows:

GENERAL PROVISIONS

1. AMOUNT. The Bank hereby agrees to loan to Borrower, jointly and
severally, the sum of Two Hundred Fifty Thousand and no/100 Dollars ($250,000.00).

2. NOTE. The indebtedness shall be evidenced by a Promissory Note payable to
the order of the Bank. The note shall become due on January 6, 2000. The Bank may
however demand payment in full before the maturity date upon adverse re-evaluation of
Borrower’s creditworthiness, upon failure of Borrower to comply with any terms of this
agreement, or upon Borrower being in default of the Promissory note.

3. PAYMENTS. Payments shall be made as follows: quarterly interest
payments beginning April 6, 1999 and principal due at maturity. All payments will be
applied first to retire interest due, and the remainder to the unpaid principal balance.

4. INTEREST. The note executed pursuant hereto by Borrower shall bear

interest at a rate of 8.50%. This rate shall be in effect until April 6, 1999. Interest shall be




computed upon a 365 day year basis and shall be payable according to the terms of the
note. The note shall bear interest at a rate equal to three-fourths percent (0.75%) in
excess of the “New York Prime Rate”, subject to change quarterly.

5. BALANCE. The principal amount of the loan is Two Hundred Fifty
Thousand and no/100 Dollars ($250,000.00). Principal payments shall be made in
accordance with the terms of the note.

EXPENSES

The Borrower agrees to pay all taxes and assessments, all recording fees, attorney

fees, appraisal fees, and all other expenses associated with the loan as applicable.
SECURITY/COLLATERAL

This loan is subject to the Borrower providing to Bank security and collateral
securing the repayment of any and all amounts loaned. The form and substance of said
security and liens perfected on said collateral is to be in a form acceptable to Bank at its
own discretion,

The Borrower shall grant to the Bank a pledge and perfected security interest in
the following: all assets tangible and intangible now owned or hereafter acquired including
accounts receivable, inventory, pipeline, machinery and equipment. The security interest
shall be evidenced by the execution and delivery of security agreements, assignments,
and/or pledges in a form acceptable to the Bank.

WARRANTIES

The Borrower convenants and warrants to the Bank on the date of the execution
hereof each of the following matters:

1. AUTHORIZATION. Borrower represents that there is no known legal
impediment which in any way restricts or prevents the execution or carrying out of this
agreement in any respect, and that this agreement and executed Note and Security

Documents are valid and binding obligations of the Borrower.




2. FINANCIAL CONDITION. Borrower agrees to furnish to the Bank true
and correct balance sheets, income statements, and tax returns which fairly reflect the
Borrower’s financial condition, and furthermore to continue to furnish these items on a
semi-annual basis.

3. TAXES. Borrower has paid all taxes, other than those which might be due but
not payable. Borrower is not in default in the payment of any tax nor is any assessment
threatened in respect thereof.

4, "fITLE TO PROPERTY. The Borrower has good and marketable title to its
respective assets as disclosed on the financial statement supplied to the Bank hereunder.

5. ACTIONS PENDING. There are no actions, suits, investigations, or
proceedings pending, or to the knowledge of the Borrower, threatened against the
Borrower by any Court, arbitrator, administrative, or governmental body, either singularly
or in the aggregate, which might result in a material adverse change in the business,
condition, and operations of the borrower.

CONDITIONS PRECEDENT

The obligation of the Bank to disburse the loan shall be subject to the satisfaction
of each of the following conditions precedent:

1. EXECUTION OF PROMISSORY NOTE (NOTES). The Note or Notes in
the form acceptable to Bank shall have been executed for the principal amount of the loan
and delivered by the Borrower to the Bank.

2. CORPORATE AUTHORIZATION. The Bank shall have received in a form
acceptable to the Bank all corporate documents authorizing the encumbrance. of corporate

assets, authorizing the execution of this agreement and any documents contemplated

herein, and ratifying the same.




3. OTHER DOCUMENTS. Upon request, the Bank shall have received from
the Borrower any other reasonable documents relating to this Agreement or contemplated
by this loan transaction in a form acceptable to Bank.

DEFAULT
The occurrence of any one or more of the following events shall constitute a default by the
Borrower under this Agreement and thereupon any Note or Notes issued hereunder, at the
option of the Bank, will immediately become due and payable upon written notice; each of
the following shall constitute an event of default hereunder.

1. NON-PAYMENT OR LATE PAYMENTS. Non-payment when payment is
due, whether by acceleration or otherwise, of any principal or interest of any Note,
whether short term or long term. Any installment of principal or accrued 'mFerest on any
Note not paid in full, punctually when due and payable as provided in any Note.

2. BREACH OF C‘OV’ENANTS AND AGREEMENTS. The Borrower shall
fail or omit to perform or observe any covenant, agreement, condition or other provision
contained or referred to in this Agreement, or in any Security Agreement, Note, or any
other instrument securing any portion of the indebtedness or Note owed or in any other
instrument which constitutes security for the repayment of the indebtedness or Note oris
related hereto, and such failure or omission shall not have been fully corrected to the
satisfaction of the Bank within thirty (30) days after the giving of written notice by the
Bank to the Borrower thereof.

3. MISREPRESENTATION AND ACCURACY OF STATEMENTS. Any
representation or warranty or other statement of facts made by the Borrower herein in any
writing, certificate, report, or statement at any time furnished to the Bank pursuant to or in
connection with this Loan Agreement or otherwise shall prove to be false and misleading
in any material respect when made or shall fail to state a material fact necessary in order to

make the statements contained herein or therein not misleading. If any representation or




warranty made by the Borrower in any written statement or certificate now or later
furnished by or for the Borrower in connection herewith, shall prove untrue in any
material respect as of the date upon which it was made.

4. INSOLVENCY. (a) The Borrower shall make an assignment for the benefit
of creditors, file a petition in Bankruptcy, Petition or apply to any tribunal for the
appointment of a custodian, receiver or any trustee for any one of them, or a substantial
part of their assets, or shall commence any proceeding under any bankruptcy,
reorganization, arrangement, readjustment of debt, dissolution, or liquidation law or
statute of any jurisdiction, whether now or hereafter in effect; or if there shall have been
filed any such petition or application or any such proceeding shall have been commenced
against any of them, in which an order for relief is entered or which remains undismissed
for a period of thirty (30) days or more; or the Borrower by any act or omission shé.ll
indicate their consent to, apbroval of or acquiescence in any such petition, application or
proceeding or order for relief or the appointment of a custodian, receiver or any trustees
for any of them or any substantial part of any of their property, or shall suffer any such
custodianship, receivership or trusteeship to coatinue undischarged for a period of thirty
(30) days or more; or (b) The Borrower shall generally not pay their debts as such debts
become due; or (c) The Borrower shall have concealed, removed or permutted to be
concealed or removed, any part of their property, with intent to hinder, delay or defraud
their creditors, or any of them, or made or suffered a transfer of any of their property
which may be fraudulent under any Bankruptcy, fraudulent conveyance or similar law, or
shall have made any transfer of their property to or for the benefit of a creditor at a time
when other creditors similarly situated have not been paid; or shall have suffered or
permitted, while insolvent, any creditor to obtain a lien upon any of their property through
legal proceedings or distraint which is not vacated within thirty (30) days from the date

hereof.




MISCELLANEOUS

1. WAIVERS. No delay or omission of the Bank to exercise any right upon the
happening of any event of default shall impair any such right or shall be construed to be a
walver of any such default or an acquiescence therein. No waiver of any default herein
shall effect any later default or impair any right of Bank. No single, partial or full exercise
of any right of Bank shall preclude other or further exercise thereof.

2. GOVERNING LAWS. This Agreement, the Note and all documents securing
same shall each be governed by, and construed in accordance with, the laws of the
Commonwealth of Kentucky.

3. COMPLETE AGREEMENT. This Agreement shall be binding upon and
inure to the benefit of the Bank and the Borrower in accordance with its terms. This
Agreement, including the Note and other instruments and documents execQted to secure
and collateralize said loan iﬁ the forms acceptable to Bank, including any correspondence
from the Bank to Borrower, constitutes the entire understanding between the parties
hereto and supersedes all prior written or oral understandings or agreements with respect
to matters contained or referred to herein between the parties-or any of the interested
parties or any third parties. This Agreement may not be modified, amended or terminated
except by written agreement signed by the parties hereto. The headings of the several
sections of this Agreement are for the convenience of reference only and shall not effect
the meaning hereof.

4. SINGLE AGREEMENT. This Agreement may be executed in any number of
counterparts, all of which together shall constitute a single instrument. The Counterpart
of this Agreement retained by the Bank for its permanent file shall be deemed to be the
original for purposes of comparison of provisions.

S. FEES AND EXPENSES. The Borrower shall pay all out-of-pocket expenses

incurred by the Bank in connection with the transactions contemplated hereunder,




including, but not limited to, the fees and expenses of the Bank’s counsel incurred in
connection with this Agreement, the Note, and other documents related to or referred to
as collateral or documents securing said Loan.

6. NOTICES. All notices referred to or permitted to be given hereunder shall be

given in writing or personally delivered or sent by mail, addressed as follows:

If to the Bank: Mr. David Ross
President
Bank of McCreary County
P.O. Box 160
Whitley City, Kentucky 42653

If to the Borrower:  Mr. James E. Curd
Vice President
Citipower, LL.C.
P.O. Box 1309
Whitley City, Kentucky 42653

Any party may change their address for the purpose of this Agreement by sending
written notice thereof to the other parties.

7. SEVERABILITY. If any provision of this Agreement shall be held invalid
under any applicable laws, such invalidity shal! not effect any other provision of this
Agreement that can be given effect without the invalid provision, and, to this end, the
provisions hereof are severable.

8. BINDING EFFECT, ASSIGNMENT, AND ENTIRE AGREEMENT.
This Agreement and all documents executed in association herewith shall inure to the
benefit of, and shall be binding upon, the respective parties hereto, including their
successors, heirs, personal representatives, legatees, devisees, assigns, and permitted
assigns. The Borrowers have no right to assign any of their rights or obligations

hereunder without the prior written consent of the Bank.




9. BANK NOT A JOINT VENTURE. The Bank by entering into this
Agreement or by any action taken pursuant to this Agreement or any loan document, will
not be deemed a partner or joint venturer with the Borrower, and the Borrower will

indemnify and hold the Bank harmless from any and all damages resulting from such a

construction of the parties and their relationship.
"IN TESTIMONY WHEREOF, the parties have executed this Agreement the day
and year first above written.
CITIPOWER, L.L.C.

By:
S E. CURD

ITS: Vice President

B F MCCREARY COUNTY
By: , /@(i/
DAVID ROSS

ITS: President

STATE OF KENTUCKY
COUNTY OF McCREARY

I, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced acknowledged,
and delivered to before me by Citipower, L.L.C., by James E. Curd, its Vice President of
Whitley City, Kentucky, to be his free act and deed and the free act and deed of
Citipower, LL.C.. +}1

Witness my hand, thisé day of g\\&nua r/ , 1999,

%&Ag/;ﬂ d : \QLLC,/Z?/U

NOTARY PUBLIC

My commission expires: 37—/8 A0




STATE OF KENTUCKY
COUNTY OF McCREARY

I, the undersigned Notary Public in and for the State and County aforesaid, do
hereby certify that the foregoing Loan Agreement was this day produced, acknowledged,
and delivered to before me by David Ross, President, Bank of McCreary County, to be his
free act and deed and the free act and deed of Bank of McCreary County, Whitley City,

Kentucky. _
Witness my hand, this _1@ day of rd 1999.
A Do
NOTARY PUBLIC -

My commission expires: ? -18 -2A00/




This FINANCING STATEMENT is presented to a Filing Officer No, of Additional Maturity Date
fur filing purwmt to the Uniform Commercial Code: Sheets Presented: 3. (Optional):
1. Debtor(s) (Last Name First), Addresa(es) and 2. Sccurcd Pasty(ics) Naune(s) and Address(es): 4. For Filing Officer: Time, Date, No., Filing Office
Identification Number(s): RANK OF
W E P.0. BOX 160
9 WHITLEY CITY, KY 42653
KY 42653
S8N:611-30-5266
5. This Financing Statement Cavers the Fullowing Types (or ltems) of Prupeny: 6. D The described goods are or will he affixed 1o the real
SEE SHEET FOR DESCRIPTICN. estale described in ftem 7 and this stateinent is o be tiled in the
ALL ASSETS TANGIBLE AND INTANGIELE NOW OWNED OR HEREAFTER same ofice avth real esale records.
INCLUDING AchNIs RECEIVABLE, INVENTORY, PIPELINE, 03 The timber to be cut or minerals or the like (including i
AND m ad gas) is on the real estale dexcribed in Ytem 7 anad thic
statement is to be filed in the same afficc = the reol ertane
records,
D ‘The described crops are growing ar arc tn he grown me
the real estaic described in ltem 7, and the crop productinn
D Pruducts of the Collateral we Also Covered seaton in
7. Descriplion of Real Estate: 8. Name(s) of recnrd awnen(s) of real estate:
10, This stafernent is (iled without the debtor's signanice to perfeet a securily interest in collateral 9. Assiginex(s) of Secured Party and Addtess(es)
tcheck (X if w0 BANK OF MCCREARY
(O aircady subject ta a security interest in another jurisciction when it was brouglt into this state, or PO BOX 160
y subj ] WHITLEY CITY, KY 42653
D when debtor’s Jocation ix changed to this stite, or ’
(3 an to which the filing has lapsed, o

D acquired after a change of name. identity, or corparate siructure of the deblor, or
wh:dx is proceeds of the following describedd original colluteral which was perfected:

QIIEZJF&_L‘_&__LQ_B_Q,S_QQL_____

By

Slg:\alurc(s) of PDebtor(s)

{5) FILE COPY — DEBTOR(S)

FORM UICC-1 UNIFORM COMMERCIAL CODE
Bankers Systoms, Inc., St. Cloud, MN Form UCC-1.LAZ-KY 6/26/98

Signaturs(s) of Secured Party(ies)




INSTRUCTIONS

1. Remove Secured Party and Debtor copies and send other 3 copies to the filing officer.
2. At the time of original filing, filing officer will return the third {3rd) copy as an acknowledgment.
3. When filling out this form be sure to indicats state name in appropriste space.

‘Be sure to file this form with original financing statement.

ADDENDUM TO UNIFORM COMMERCIAL CODE FINANCING STATEMENTS
STATE OF KENTUCKY TOTAL NUMBER OF SHEETS wevveeeveeee Zeeeeeeeeereereeees oo,

XX The Financing Statement to which this addendum is attached covers the types {or items) of property indicated below that | now own and that |
may own in the future, together with all parts, accessories, repairs, improvements, and accessions to the property, wherever it is
located, and all proceeds and products from the property:

XX Inventary: All inventory which | held for ultimate sale or leasa, or which has been or will be supplied under contracts of sarvice, or which are raw
materials, work in process, or materials used or consumed in my business.

XX Equipment: All equipmaent including, but not limited to, all machinery, vehicles, furniture, fixtures, manufacturing equipment, farm machinery and
equipment, shop equipment, office and recordkeeping equipment, and parts and tools. Any equipment dascribed in a list or scheduie
which | give to you will also be included in the secured property, but such a list is not necessary for a valid security interest in my
aquipment.

D Farm Products: All farm products including, but not limited to:
{a) all poultry and livestock and their young, along with their products, produce and replacements;
(b) all crops, annual or perennial, and all products of the crops; and
{c) all feed, seed, fertilizer, medicines, and other supplies used or produced in my farming operations.

XX Accounts, Instruments, Documents, Chattel Paper and Other Rights to Paymant: Ail rights | have now or may have in the future to the payment nof
money including, but not limited to:
{a) payment for goods sold or leased or for services renderad, whether or not | have earned such payment by performance; and
{b) rights to payment arising out of all present and future debt instruments, chattel paper and loans and abligations raceivable.
The above include any rights and interests (including all liens and security intarests) which | may have by faw or agreemant against
any account debtor or obligor of mine. ) .

X3 General Intangibles: All general intangibles including, but not limited to, tax refunds, applications for patents, patents, copyrights, trademarks,
trade secrets, good will, trade names, customer lists, permits and franchisas, and the right to use my namae.

XX Govarnment Payments and Programs: All payments, accounts, general intangibles, or other benefits {including, but not limited to, vaymeants in
kind, deficiency payments, letters of entitiement, warehouse receipts, storage payments, emergency assistance payments, diversion
payments and conservation reserve payments) in which | now have and in the future may have any rights or interest and which arise
under or as a result of any pre-existing, current or future Federal or state governmental program (including but not limited to ai
programs administered by the Commodity Credit Corporation and the ASCS.)

CITIPOWER, L.L.C. (61-1305266) ' BANK OF MCCREARY QOUNTY 2

DEBTOR SECURED PARTY SHEET No.

(4) SECURED PARTY COPY - ORIGINATOR - Remove this copy
and forward balance of form for filing.

@ 1989 Bankers Systems, Inc., St. Cloud, MN Form UCC-ADD-LAZ 11/29/93 ipage 1 of 1}




CITIPCWER, L.L.C. (’ﬁzSG) BANK OF MCCREARY COUNTY '
P.0O. BOX 1039 P.O. BOX 160 Loan Number

WHITLEY CITY, KY 42653 WHITLEY CITY, KY 42653 Date _JANUARY 6, 1999
Maturity Date JANUARY, 6, 2000
Loan Amount 3 250, 000. 00
Renawat Of

BORROWER'S NAME AND ADDRESS LENDER'S NAME AND ADDRESS
“I° includes aech borrower above, jontly and sovarally. | “You® means the iander, its successors and assigns.

For valuo recoived. | promisa to pay to you, or your order, at vour sddrass listed above the PRINCIPAL sum of TWO_HUNCRED FIFTY
THOUSAND AND MO/100% + * * * + + ~ « « « « « * « * ¥ + ¥ pyae3250,000.00

msinqla Advance: | wil receive all of this principal sum on JANUARY 6, 1999 . No ional od are

d under this nots.
G Multiple Advance: Tho principal sum shown abova 13 thn maximum amount of principal | can borrow under this nots. On

1 will recaive the rmount of $ and future principal advancos are contempiated.

Conditions: Tha conditions for luture advances aro

D Open End Credit: You and | agree that | may borrow up to the maximum princioal sum more than one tima. This feature is subjsct to ail other
conditions and axpires on

D Closed End Cradit: You and | agree that | may borrow (subject to ail other canditions) up to the maximum principal sum only ong time.
INTEREST: | agree (o pay inlarast on the outsianding principal baiance from JANUARY 6, 1999 at the rate of 8.500%
per year untii APRIL, 6, 1999
E{Vuinblo Rate: This rete may then change as staiad below,

B2 index Rate: The future rate will be 0.750% QVER the lollowing indax rate: THE NEW YORK PRIME RATE

D No index: Tha futura rate will nat be subject to any internai or axternal indsx. It will ba antirel :
XzFroqu-ncy and Timing: Tha rate on this nota may change as oftan as UARTERLY
A change in the interest rate will take affect N THE SAME DAY

D Limitations: During the torm of this loan, tho applicable snnual interest rote will not.be.mora tha:

% or lass than

%. Tha rata may not changa more than

Eltect of Variable Rata: A changn in tha intarest rale will have the following cllect an the pay
KX The amount of each schoduled paymant will chango. XK i 1 chango.

ACCRUAL METHQO: Intarest will Le calculated on a ACTURL/365
PQOST MATURITY RATE: | agreo 10 pay intarest on the unpaid balance o! this norc owing ult

LB on the samao fixed or variabte rate basis in etfact befors ma(urltv (as
D at a rato equal to
KR LATE CHARGE: It a payment is made more than _10

days

KX ADDITIONAL CHARGES: In addition to interest, | ag
abovo: BECCRDING FEES OF $327. 20

PAYMENTS: | agrae to pay this note as follows:
XZ Interest: | ngree to pay accrued interest ON THE..6TH DAY OF EAGE ”T{LRD MCONTH BEGINNING APRTL, 6, 1999

D Installments: | agree to oay thi f s( a.aymenl will be in the amount of $

ond will be due

. A payment of § will be due

thereaiter. The finat paymont of the antire

unpaid balanca of principal a
PURPQSE: The purpose ol this loan
ACCITIONAL TERMS:

BUSTNFSS PURCHASE 8.6% OF CAMBRIDGE RESCURCES, INC. . .

UNIVERSAL NOTE AND SECURITY AGREEMENT ipoge 1ol 3}
©1984, 1991 Oarkers Systems, Inc.. St Clowd, MN Form UNS-LAZ 1/31/98




SECURITY

SECURITY INTEREST: | give yOou a sec:
tut not limited to, ail parts, accessoring, repairs,
all proceads and products from the Property,

. .
o

intarest :n ail of the Property doscribed beiow *hat | now own a al | may own n ths future {including,

improvemants, and accassions to tha Prnperty),

wharaver tha Property is or may be lacated, and

nventory: All inventory which | hold for ultimaia saie or loasa, or which has been ¢ ‘il be supplied under contracts of service, o which are
raw matariats, work in procass, or materials used or consumed in my business,

ﬁiquupmnm‘ Alt aquioment including, but not limited to, all machinery, vehicies, furniture, fixtures, manufacturing equinment, larm machinery and
squipment, shop equipment, olfice and recordkeeping squipmant, and parts and *sols. All cauipoment described m a list or schecule ‘which | give
— 10 you will also be included in the securad property, bul such a list is nat nacessary far a vatid sccurity interest ¥ my equinment.

‘_.'Farm Products: All farm products including, but not limitad to:

ta} all pouitry and livestock and their young, along with their products. produce and reglacements;

1b) ail crons, annual or perannial, and all products of the crops; and

te) all taed, seed, lartiizer, madicinas, and othar supplies used or aroduced in my farming aperations.
Accounts, Instruments, Documants, Chattal Paper and Other Rights to Paymant: all ~.ghts | have now and that X may have in (ha fytura to the

paymeant of money including, but not limitad t6:

tal payment lor goods and ather properly soid or laased or lor services rencerad, abhether or not | hava sarned such payment by performance:

and

{5} rights to payment arising out of alt prosent and future dabt instruments, chattel onpear and loans and otligations recer/able.
The above include any rights and intarasts {including ail lisns and sactirity mtarasts) wiuch { may have by law or agreament agonst any account

- 100tor 0t abiigor of mine.
T

LLLiGanerai Intangibles: All ganarnt intangibles including, but not limitad to,

tax rafunds, applications {or patents, patents, copyrignts. rademarks,

trade secrats, jood will, freda nomas. customer lists, peemits and franchises. and tha fight to usa my nema.

.C..] Govarnmant Payments and Programa: All payments, accounts, general intangibles. ar ather hanalits {including. but not timited t0, paymenta n

kind, deficiency oayments, latters of antitlement,

warehause receipts, storage navmants, emargency assistance payments, diversion payments,

and cnnservauon resaerve paymentsl in which | now have and in the 'uturs may havea any rights os internst and which grisc uncer or as a result
of any preexisting, current or luturs Federnl or siats governmental program lincluding, but not limited to. all progroms administered by the

Zommodity Credit Corporation and the ASCS).

[_?'ha secured property includes, but is not limited by. tha foilowing:

REAL ESTATE MORIGAGE DATED 11-11-97 Q¥

COMERCTAL BLDG. AND LOT. ALL ASSETS TANGIBLE AND DNTANGIBLE NOW CWNED CR HIREAFTER

ACQUIRED INCLUDING ACCOUNTS RECEIVABLE, INVENTCRY,

PIPELINE, MACHINERY AND BQUIRMENT.

If this agreement covers timber to be cut, minerals lincluding oil ond gas). lixturas or 2208 growing or to Be grown, the descrintion of (na raal astate is:

D It shecked, tite this agresment on the real astate records. Record owner (if not ma)

X3 vusiness

The 2roperty will be used for a O personal

(] agricultural (]

purposa.

AODITIONAL TERMS QOF THE SECURITY AGAEEMENT

GENERALLY - This agraement sacures this note and any other debt | hava:

witn ynu, now or later. Howaver, it will not secure other debts if you tal’

ity tespect (0 such other debts, to make any required disclosura about
thug sacurity agreemant or if you tail ta give any required notice of the
ngat of rescission. Il property described i this agreement is located in
another stnte, this agrecment may afso, in somo cwcumstances, be
gowntned by tha taw al the st mowhich the Property is loaated.

QWNERSHIP AND DUTIES TOWARD PROPERTY - | represent that ! own

ait of the Proparty, or to the oxtent this is a purchase money ncunlv-:’l.
ntarest | will acquire ownershin ol the Property with the proceeds of the

toan, + 'will defend 1t against any other claim. Your claim ta the Property is
ahnrad of the claims of any other creditor. | agree to do. whatever you
renure 1o protact your security interest and to ke=p your claim in the
Praperty ahead ot the clams of ather credutors. | will not do nnvlhing to
harm your position,

[ will <aep hooks, records and accoums ohoul the Propcrty and my
business in ganeral, | will let you examine zhesa tecords at any rasgonabl
uma. t will prepars any report or. ac:ounnng you request,
with the Property.

! will keep tho Property in my possessnon and will keep it in good
regar and use it only for the purpose{s) described on- pags 1 of this
agreement. ! will not change this spacified use without. your oxpress
written permission. | represent: that- | am the original awner of tha
Property and, it | am not, that F have provided you with:a:list of prior
awners of the Property. - .

I will kesp the Property at my. address listad  on..p
agraemant, unless we agres | may keep: it at_anather-.location. If the
Property is to be usad in another state;.l 'will ‘give you 8 list of those
states. | will not try 1o seil the Property unleas it lg mventory nr | racaive
your written permission to 4o so. If | sell the Property | will have the
payment made payabla to the order ol you and me.

You may demand immediate payment of the debti{si i/ the debtor is
not a natural person and without your prior written consant: {1} a
benelicial intarest in the dabtor is sold or transferred, or {2} thera is &
change in aither the identity or numbar of members of a partnership, or
(3! these is a change in awnership of more than 25 percent of the voting
stsck of a corporation.

| will pay all taxas and charges on the Property as they become due.
You have tha right of reasonable access in order to inspect the Property. |
will immediately inform you of any loss or damage to tha Property.

it | fail to perform any of my duties undar this sacurity agraement, or
any mortgage, deed of trust, lien or other security interest, you may
withaut notice to me perform the duties or cause them to ba parformed.
Your right to perform for me shall not creats an obtigation to perform and
your faidure to perform will not precluds you from exercising any of your
oihsr rights under tha law or this security agreemeant.

PURCHASE MONEY SECURITY INTERSST - For ths sole purpase of
d=termining the axtent of & purchase moncy securily interast arising
under this security agreement: (a) payments on any nonpurchasa money
loan aiso secured by this agreement will not be deamed 1o apply to the
Purchass Money Loan, and (b} payments on tha Purchase Monay Loan
wiil be deemed to soply lirst to the nonpurchase monoy portion of the
toan, if any, and then to the purchase money obligations in the order
which the itams af collataral were acquired or il acquirad at tha sams
tima, in the order selectad by you. No security intersst will bo torminatad
by spolication of this formula. “Purchase Money Loan”™ means any lonn
tha proceeds of which, in ‘whole or in part, are used to acquire any
collateral securing the loan and all extensions, renewals, consolidations
and refinancing of such loan,

PAYMENTS BY LENDER . You sre authorized to pay. on my bahaif,
chargss | am or may bacome obligated o pay (0 preserve or protect the
sacurad property (such as property insurance pramiums). You may traat
thoss payments as advances and add them to the unpaid principal under
the nots sacursd by this agrasment or you may demand immediata
paymeant of the amount advanced.

page ! of this

© 1984, 1991 Bankers Systams, tre., St Cloud, MN Form UNS-LAZ 1731738
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. INSURANCE - | agree (o buy insurance on the Property aganst the risks

and for the amounits you require and [o lurnish you conunuing proof of
coverage. [ wiil have the iInsurance company name you as loss nayee an
any such policy. You may requre added securny il vou agree that
insurancs: proceeds may be usetl to repar or reptace e roperty. | will
buy insyranca {rom a linn hicopsad ta do busmase wn tho stnto whare you
are located, The fem wiil be ransonably acceninbile o you. The nsurnncy
wil last until tha Property is reieased from this agreamant. 11§ fail to buy
or maintain tha insurance (or fad to namea vou as Ioss povesl yvou may
purchase :t yourseif.

WARRANTIES ANOC REPRESENTATICNS - Hf ttus agrenment includes
accounts, | will not settle any account for lass than its full vulua without
your writtenn permission. ! wilt colect ol accounts untl you fell me
otharwise. | wiil keap the procoads from ail the accounts una any goods
which ure returned to me or which | tako back n trust lor you. | wilt not
mix them ‘with any other property ol mme. | will deliver them 1o vou ut
your request. If you ask me (o pay vou the fuil price on any returned

-ltems or items retaksn by mysasif, | ‘~lt do so.

If (his agreement covers inventory, | will not dispose of it except in my
ordinary course of business at the fair markot value for the Property, ot at
8 minimum price astablisired between you and me.

If this agreement covers farm products | wil provide you, at your
request, a writtan list of the buyers, commission merchants or seiling
agents 1o or through whom | may sell my farm producis. In addition to
those parties named an this written list, | authorize you to notily at your
sole discretion any additional parties regarding your securily intsrest in
my farm products. | remain subject to all applicable penalties for selling
my farm products in violation of my agreemuent with vou and the Food
Socunty Act. in this paragraph the terms (arm  products, buyers,
commission merchants and seling agents have thg meanings given to
them in 'ne Federal Food Security Act of 1985,

REMEDIES - | will be in default on this security agreement if | am in
default on any note this agreemant secures or if | Iad to \eep any promise
containad i the tarms ol this ugreomsnt, It | default, you have ail of the
rights and remedies provided in the note and undsr the Uniform
Commargial Cede. You moy require me 10 makes the securod properly
availaole to you al a placs which is reasonably convanient. You may taks
possession ol the socurad property and sell it as providad by law. Tha
proceeds will be applied first (o your expanses and then (a the debt. }
agree that 10 days written nolice sen: to my last known address by first
class mail will be resasonabls notice under the Uniform Commaercial Cods.
My current address is on page 1. | agree (0 inform you in writing of any
change of my address.

FILING - A carbon. photographic or other rsproduction of this security
agezement or the financing statement covaring the Property described in
this agreemant may be used as a financing statement where allowsd by
faw, Whare permitted by law, you may lile a financing statement which
does not contain my signaturs, covaring the Property secursd by this
agrsement.

Any nerson wno signs within this hox d08s so to give vou a security
interast :n the Property described on this page. This persan does not
promisa to pav the nots. ~I° gs used n tlug security agroemant will
include the borrower and any person whao signs within this box.

Date

Signed

lpege 2 of 3}
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DEFINITIONS - As usod on onqas.d 2. "]~ manns the terms that
anply to this lonn. “L." "ma” or “my” means 2nch Borrnwer who signs
this note nnd aach other parsnon or laqgal entity [including quarantors,
andorsers, and surnties) who agrees to pay this note (together ralarred to
as "us”). "You~ or “your™ means the Lender and its successors and
assgns,

APPLICABLE LAW - Tha law nof tha state in which you are located will
govern this agreamant. Any term of this agreement which is contrary to
applicabla law will not ba cflactiva, uniess tha law pormits you and ma to
aqgree to such a variation. It any provision of this agrsement cannot ba
anforced according to its terms. this fact will not affect the snforceability
of the romainder of this agreement. No modilication af this agreement
may be mads withoul your exprass writton consent. Time is of the
pssanco in this ngrnomant.

PAYMENTS - Each paymant | make on this nnots wiil first reduce the
amount | owe you for charges which are neithar intgrest nor principal,
The remainder of cach payment will then reduca acerued unpnid interast,
and then unpoid principal. Il you and | agree to a diffarant application of
paymonts, wa wil dascribe our agreamant on this nots. | may prepay a
part of, or the ontirs batanco of this ioan without panalty. uniass we
sperifly to the contrary an this note. Any partial prapaymant will not
excusa ar redunn nny later schaduled payment untid this nnte is paid in full

{uniess, when | make the prepayment, you and | agres in wrsting to the
contrary).
INTEREST - Intarest accrues on tha principal remamning unpaid from time

to tima, untit pad in full, If | roccive the principal in more then one
advance, onch advanca wil start to earn interest only whan | recaive the
advanco. The intersst rate in 2ifect on this note at any given time wiil
aopiv to the ontirg princiosi  sum  outsianding At that tima.
Motwithstanding anything to the contrary, | do not agreo to pay and you
do not intend to charge any rate of intersst that is higher than the
maximum rata of intarest you could charqe under apolicable law for the
extension of credit that is agreed to in this note (aither balore or after
maturity). If any notics of interast accrual is sent and is in arror, we
mutuaily agree to correct it. and il you actually collact more intarast than
altowad by 1aw ond this agreamant, you agren to refund it 1o ma.

INDEX RATE - The indox wil serva only as n dovice lor sstling the
interrst rato an this note, You o nnt guaranteo by sclecting this index, or
thn margin, that the interest rate an this note wil ba the samna rate you
chargs on any other loans or class of loans you make to me or other
borrowers.

POST MATURITY RATE - For purposas of deciding when the “Post
Maturity Rate” (shown on page 1) applies, the term “maturity” means the

datn of the last seheduted payment indicated on paae 1 of this nota or .°

the rate you acccleraie payment on the ndata, whichever is aarfier.

SINGLE ADVANCE LOANS - !f this is a single advanca loan, you and '
axpect that you will make only one advance of principal, Mowever, you
may add other amounts to he principal f you make any payments
describod in tha "PAYMENTS 8Y LENDER” paragranh on pags.2:
PMULTIPLE AQVANCE LOANS - If this is a multipla advanca (oan;, yo
I napect that voau will makn mora then ono advanca of principal. If this'is
ctoser and credit,
additional credit.
SET-QFF - | agroo that you may set ol any amou
undcr this nate against any right | have to rocoive monay from you.

“Right ta receive money from you" menans:

{1) any deposit account balance | have with you:

{21 any moangy owed to me on an item: presentad to

possassion [or collection or axchango‘ nd

{2} any repurchasa agreament of, other nondaposit obligation

“Any amount duc and pavabln ,under this nota” means
amount ol which you are entitted t6 demand payment un_dr.
this note at tha tima you set off: This total includes any
date for which you proporty ar:elcra(u under this note.

i my right to recaive money from you.is also owned by someons who
has not agrecd to pay lhis note, vour: right of sat- il apply to my
intarast in the obligation and to any ‘other-amounts t:could withdraw on
my sola raquest or andorsamant. Your nght_ of s it:does not apply to
an account or othor obligation whers : }ighls are only as a
representative. It also does not apply to any Individual Retiramoent
Account or other tax-daforced retircment account.

You will not be liable for the dishonor of any check when the dishonor
occurs bacause you set off this debt against any of my accounts. ! agree
to "old you harmiess from any such claims arising as a result of your
exarciso of your right to set-off,

the total
the terms of
ance the due

-~ WAIVER -

repaying 8 part of the principal will not antitle ma to-

‘togather,
‘to. this agreement withnut reteasing any other party. If you give up any of

ADDITIONAL TERMS OF THE NOTE

DEFAULT - | wil ba in dof any ona or mora ol the following occur:
{1) ) ti to make a paymant on tima aor in the amount dua: {2) | lad to
keap the Property insured, if required: (3) | fait to pay, or keep any
promisa, on any dobt or agraement | have with you; {4) any other croditor
of mine nttempts lo collact any debt | owe him through court
procendings: (5) | die. am daciarad incompetent, maks an assignment for
the baneiit of creditors, or hacome insolvent (either bacause my liabilitias
axcasd my assets or | am unable to pay my dabts as they become due);
16} | maka any writlen statamant or provide any financial information that
1S untrua or inaccurata at tha time it was provided: (7} | do or fail to do
somathing which causes you to beliave you will have difficulty collecting
the amount | owse vou; {8) any collateral securing this nota is used in &
mannar ar for a purpose which thrantens confiscation by a tegal authority;
{9} | changa my nama or assume nn additional name without first
notilying /nu balors making such a change: {10} ! fad to plant, cultivata
and harvest crops in dus season; (11} any loan procneds are used for &
purnosae that will contributo to axcossive srosion of highly erodible land or
to tha convarsion of ~atlands to producs an agricuitural commodity, as
furthar explaned in 7 C.F.R. Pnet 1940, Subpart G, Exhibit M.

REMEDIES - If | am in dafauit on this note you have, but are not limited
10. tha foilawing remedias:

{1) You may damand immediata payment of ail | owe you under this
noin ‘principal, accrued unpad ntorest and other accrued unpaid
charges).

(2} You may sct off this debt against any right | hava to the payment
of money lrom you, subject to the tarms of the °SET-QFF*
paragraph herain,

{3) You may damand security, additional security, or additional parties
to be obligated to pay this nots as a condition for not using any
othnr remedy.

{4) You mny refuso to make advances to me or allow purchases on
credit by me,

{S) 'fou may use any remedy you havo undar state or {edaral law,

{6) You may make use of any remedy given to you in any agreement
sscuring this note.

By selecting any ona ofimora of thesa romadies you do not give up

your right to use inter any other remedy. By waiving your right to daclare
an svent (0 be a dafault, you do not waive ynur right to consider later the
evant a dafauit if it continues-or happans agan,

COLLECTION COSTS AND ATTOHNEY'S FEES - | agrea to pay all costs
ol coitection, replevin or anv other. or similar type of cost il | am in
dalaull _In addition, if you- hlra zmpmey 1o collect this note, | also
8- f ith. such attorney plus court costs
(except-where prohibited by law). Td.the sxtant permitted by the United

-States Bankruptey Code, | also agrea-to pay the reasonable attornay's

teas and costs you incur (o colleat this dabt as awarded Ly any court

axercising iuvisdicn’on under the Bankruptcy Coda.

1 glva up my rights to requirs you to do certain things, | will not

raquire.you toi’

{1) dsmand payment of amounts due {presentment):

{2} obtain-olficial certificnrtion of nonpayment Iprotasti; or

(3} giva notico that amounis due have not barn paid (notico of
dishanor).

t waive any defenses | have bascd on swretyship of impairment of

- collateral,

OBLIGATIONS INDEPENDENT - | understand that | must pay this nots
n-ii somnrone elsa has also ngraod to pay it {bv. for axample, signing
this. form or a scparata guarantes or ondorsement]. You may sue ma
along; or anyona giso who is obligater on this note, or any numbar of us
to collect this nota. You may without notice reteasa any party

your rights, with or without notica, it will not affect my duty to pny this
note. Any extension of new credit to any of us, or renawal of this nota by
alt or less than all of us will not ralease me from my duly to pay it. (Of
course, you are entitled to only one payment in full.} | agree that you may
at your option extend this note or the debt represented by (his note, or
any portion of the nots or dobt, from time to time without limit or notice
and for any term without alfecting my liability for payment of the note. |
will not assign my obligation under this agresment without your prior
written approvai.

CREDIT INFORMATION - | agreo and authorizn you to obtain credit
information about me from time to time (for example, by requesting a
credit report) and to rcport 1o othars your credit expanancs with me {such
as a credit raporting agancy). { agres to provide you, upon requast, any
financinl statement or information you may deem neccssary. | warrant
that the flinancial statements and information | provide to you are or wiil
be accurate, correct and complists.

SIGNATURES: | AGREE TO THE TERMS OF THIS NOTE (INCLUDING THOSE ON PAGES 1 AND 2). | have received a copy on today’s date.

CITIECVER, L.L.C.  (61-1305266)

3 oeon & Lund

J?MW CURD, VICE PRESIDENT

7921_._.4@:,59‘

SIGNATURE FOR LENDER: X EMA&M
DAVID ROSS o

©1984, 1991 Bankers Svsieme, Ine., S, Cloud, MN Form UNS-LAZ 1/31/96
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§ . . GUARANTY
‘ )/

JANUARY G, 1999
For good and valuable consideration, the receipt and sufficiency of which are hercby acknowicdged. and to induce
BANK OF MQXREARY CCUNTY, P.Q. BOX 160, WHITLEY CTITY, KY 42653 . o
(herein, with its participants, successors and 3ssigns, called "Lender”), atL its option, at any nmc or .,—oTn-('{m}- 16 hmc
to make loans or extend other accommodations to cr for the account of CITIPOWER, L.L.C.  (61-13052GG) __

&Y CTTYL iKY

{Cityi (Statel

(herein cailed "Borrower™) or to engage in any other transactions with Borrowcr u\c Undcr,xgncd hcrcbv af;lo-l.ﬁzly
and unconditionally guarantees to Lender the full and prompt payment when duc, whether at malturity or carlier by
reason of acceieration or otherwise, of the debts, liabilitics and obligations described as follows:

A.lt this EXis checked, the Undersigned guaraniees to Lender the payment and performance of the debt,
liabrlity or obligation of Borrower to Lender cvidenced by or arising out of the following:LOAN DATED
JAMUARY 6, _1999_IN THE AMCUNT_CF._$250,000.00. and any extensiong, rencwals
or replacements therPof (hcremaher referred to as thc Indcbtcdncsq ).

8.1f this (O is cheeked, the Undersigned guarantces to Lender the payment and performance of cach and
every debt, liability and obligation of every type and descrintion which Corrower may now or at any lime
hereafter owe to Lender (whether such debt, fiability or obligation now exists or is hercalter created of
incurred, and whether it is or may be dircct or indircct, duc or to become due, absolule or contingent,
primary or secondary, liquidated or unliquidated, or joint, scveral, or joint and scveral: all such debts,
liabilities and obligations Leing hereinafter cotlectively referred to as the “Indebtedness™). Without limitation,
this guaranty includes the following described debt(s):_

The maximum aggregate liability that | am subject to is $ _250,000. 0Q____
In addition to the maximum aggregate liability statcd. ! absolutely and uncondmonallv guaraniee payment of
interest accruing on the guarantccd indebtedness, and fees, charges and costs of collieacting the guarantecrd
indebtedness, including reasonable attorneys’ fecs.

This guaranty will terminate on JANUARY 6, 2000 e a2 The termination will not
affect my liability with respect to obligations created or incurrcd prior to the termination date, or extcnsions or
renewals of, interest accruing on, or fces, costs, or cxpenses incurred with respect to such obligations on or
after the termination date. : '

The term “iIndebtedness” as used in this guaranty shall not include any obligations enicred into between
Borrower and Lender after the date hereof lincluding any cxtcnsions, rencwals or replacerments of such
obligations) for which Borrower micets the Lender’s standard of creditworthiness based on Sorrower's own
assets and income without the addition of a guaranly, or for which a guaranty is required but Bourrower chooses
someone other than the joint Undersigned to guaranty the obligation.

The Undersigned further acknowlcdges and-agrees with Lender that: '

1. No act or thing need occur to cstablish the liability of the Undersigned hercunder, and no act or thing, excent
full payment and discharge of all indebtedness, shall in any way exoncratc the Underzigned or mmodlify, reduce, limit
or release the liability of the Undersigned hereunder.

2. This is an absolute, unconditional and continuing guaranty of payment of the Indebtedness and shali continue
to be in force and be binding upon the Undersigned, whether or not all Indebtedness is paid in full, until this
guaranty is revoked by written notice actually reccived by the Lender, and such revocation shali not be effeclive as
to indebtedness existing or committed for at the time of actual receipt of such notice by the Lender, or as to any
renewals, extensions and refinancings thercof. If there bhe more than onc Undersigned, such revocation shall be
effective only as to the onc so revoking. The death or incampetence of the Undersigned shall not revoke this
guaranty, except upon actual reccipt of written notice thercof by Lender and then anly as to the decedent or the
incompetent and oniy prospectively, as to future transactions, as herein sct forth.

3. If the Undersigned shall be dissoived, shall die, or shall be or become insolvent (however defined) or revoke
this guaranty, then the Lender shall have the right to declare immediatcly due and payable, and the Undcrsigned
will forthwith pay to the Lender, the full amount of all Indebtedness. whether duc and payabie or unmaiured. If the
Undersigned voluntarily commences or there is commenced involuntarily against the Undersigned a case under the
United States Bankruptcy Code, the full amount of all Indebledness, whether due and payable or unmaturced, shail
be immediately due and payable without demand or notice thereof.

. Indebtedness may be created and continued in any amount, whether or not in cxcess of any principal or
aggregate amount stated above, without affecting or impairing the liability of the Undcrsigned as fimited hereunder.
The Lender may apply any sums reczived by or avzilable to Lender on account ot the Incebledness from Borrower
or any other person (except the Undersigned), from their properties, out of any coltateral sccurity or from any other
source to payment of the excess. Such application of rcceipts shail not reducc. affect or impair the fiability of the
Undersigned hereunder. If the liability of the Undersigned is limitcd to a stated amount pursuant to this paragraph
4, any payment made by the Undersigned under this guaranty shall be cifective Lo reduce or discharge sueh liability
only if accompanied by a written transmittal document, received by the Lender, advising the Lender that such
payment is made under this guaranty for such purpose.

This guaranty is X3 unsecured:; {J secured by a mortgage or sccurity agrecment dated
O secured by
This guaranty includes the he auditional provisions on page 2, all of which ar gmaile a pml hereof.

IN WITNESS WHEREOQF, this guaranty has becn duly executéd bV thc day and ycar first above

written. .‘.._ e
b, »-/_x/
K.

“Undersoned” shall roler 19 all persans who ugn ilvs guatanty, soveraily and joimly,

BANKERS SYSTEMS, INC., ST, CLOUD. MN GG0! [1-000-307-2341} =0nM M-210.<Y 5/22/01 (For Corporata Guasantor uso M-250-KY) tpage ! of 2}




. ADDITIONAL PROVISIONS .

5. Subject to any limitations stated in this guaranty, the Undersigned will pay or reimburse Lender for all costs
and expenses lincluding reasonable attornevs’ fees and legal exnenses! incurred by Lender in connection with the
protection, defense or enforcement of this guaranty in any litigation or bankruptcy or insolvency proceedings.

6. Whether nr not any exisding relationshio between the Undersigned and BorrOV\_‘ler has been changed or ended
and whether or not this guaranty has been revoked, Lender may, but shall not be obligated to, enter into
transactions resuiting in the creation or continuance of Indebtedness, without any consent or approval by the
Undersigned and without any nolice to the Undersigned. The Hainlity of the Undersigned shall not be affected or
impaired by any of the following acts or things (which Lender is expressly authorized to do, omit or suffer from
time to time, Loth before and after revocation of this guaranty, without notice to or approval by the Undersigned):
{i) any acceptance of collateral security, guarantors, accommodation parties of suretics for any or ail Indebtedness;
(il any one ar morc extensions or rencwatls of Indebtedness (whether or not for fonger than the original periad} or
any modification of the interest rates, maturities or other contractual terms applicable to any indebtedness; (i} any
waiver, adjustment, torhcarance, compromise or indulgence granted to Borrower, any delay or lack of diligence in
the enforcement of indebtedness, or any failure to institute proceedings, file a claim, give any required notices or
otherwise protect any Indebiedness: tiv) any full or partiai release of, settlement with, or agreement not to sue,
Borrower or any other guarantor or other person liable in respect of any Indebtedness: (v) any discharge of any
cvidence of Indebtedness or the acceptance of any instrument in renewal thercof or substitution therefor; {vi} any
fallure to obtain collatcral security lincluding rights of setoff) for Indebtedness, or to sce to the proper or sufficient
creation and perfection thereof, or to establish the priority thereof, or to protect, insure, or enforce any collateral
security; or any release. madificatian, substitution, discharge, impairment, deterioration, waste, or loss of any
collateral security; (viil any foreclosure or enforcement of any collateral security; (viiil any transfer of any
indebtedness or any cvidence thereof: (ix) any order of application of any payments or credits upon Indebtedness;
{x) any election by the Lender under §1111(b}{2) of the United States Bankruptcy Code.

7. The Undersigned waives any and all defenses, claims and discharges of Borrower, or any ather obligor,
pertaining to Indebtedness. except the defcnse of discharge by payment in full. Without limiting the generality of
the faregaing. the Undersigned will not assert, plead or enforce against Lender any defense of waiver, release,
statute of limitations, res judicata. statute of frauds, fraud, incapacity, minority, usury, illegality or unenforceability
which may be available to 8S8orrower or any other person liable in respect of any Indebtedness, or any setoff
availabie against Lender to Borrower or any such other person, whether or not on account of 3 related transaction.
The Undersigned exprassly agrees that the Undersigned shall be and remain liable. to the fuilest extent permitted by
applicable law, for any deliciency rcmaining after foreciosure of any morlgage or sccurity intercst sccuring
Indebtedness, whether or not the liability of Sorrower or any other obligor for such dcficiency is discharged
pursuant to statute or judicial decision. The undersigned shall remain obligated, to the fullest cxtent permitted by
law, to pay such amounts as though the Borrower’s obligations had not been discharged.

8. The Undersigned further agrees that the Undersigned shali be and remain obligated to pay Indebtedness even
though any other person obligated 1o pay Indcbtedness. including Borrower, has such obligation discharged in
bankruptcy of otherwise discharged by law. “Indebtedness” shail include post-bankruplcy petition interest and
attorneys’ fees and any other araunts which Borrower is discharged from paying or which do nat atherwise accrue
to Indebtedness due to Borrower’s discharge. and the Undersigned shall remain obligated to pay such amounts as
though Borrower’s obligations had not been discharged.

9. if any payment applied by Lender to Indebtedness is thercafter set aside, recovered, rescinded or required to
be returned for any reason lincluding, without limitation, the bankruptcy, insclvency or reorganization of Borrower
or any other obligor!, the Indebtedness to which such payment was applied shall for the purposes of this guaranty
be deemed to have continued in existence, notwithstanding such application, and this guaranty shall be enforceable
as to such indebtedness as fully as if such application had never becn made.

10. The Undersigned waives any claim, remedy or other right which the Undersigned may now have or hereafter
acauire against Borrower or any other person obligated to pay Indebtedness arising out of the creation or perfor-
mance of the Undersigned’s obligation under this guaranty, including, without limitation, any right of subrogation,
contribution, reimbursement, indemailication, exoneration, and any right to participate in any claim or remedy the
Undersigned mav have against the Borrower, collateral, or ather party obligated for Borrower’s debts, whether or
not such claim, remedy or right arises in equity, or under contract, statute or common law.

11, The Undersigned waives presentment, demand for payment, natice of dishonor or nonpayment, and protest
of any instrument evidencing indebtedness. Lender shall not be required first to resort for payment of the
indebtedness to Borrower or other persons or their properties, or first to enforce, realize upon or exhaust any
collatcral security for Indebtedness, before enforcing this guaranty.

12. The liabiity of the Undersigned under this guaranty is in addition to and shall be cumulative with all other
liabilities of the Undersigned to Lender as guarantor or otherwise, without any limitation as to amount, uniess the
instrument or agreement cvidencing or creating such other fiability specilically provides to the contrary.

13. This guaranty shall be enforceable against each person signing this guaranty, even if only one person signs
and regardicss of any failure of other persons to sign this guaranty. If there be more than one signer, ali
agrezments and proimises herein shall be construad to Le, and are hergby declared to be, joint and scveral in each
of every particutar and shall be fully binding upon and enforceable against cither, any or all the Undersigned. This
guaranty shalil be effcctive upon delivery to Lender, without further act, condition or acceptance by Lender, shall be
binding upon the Undersigned and the heirs, representatives, successors and assigns of the Undersigned and shall
inure to the benefit of Lender and its participants, successors and assigns. Any invalidity or unenforceability of any
provision or application of this guaranty shall not affect other lawful provisions and application hereof, and to this
end the provisions of this guaranty are declared to be severable. Except as authorized by the terms herein, this
guaranty may not be waived, modified, amended, terminated, refeased or otherwise changed except by a 'writing
signed by the Undersigned and Lender. This guaranty shall be governed by the laws of the State in which it is
executed. The Undersigned waives notice of Lender’s acceptance hereof. fonge 2 0f 2
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CITIPCWER, L.L.C. BANK OF MCCREARY COUNTY

P.O. BOX 1309 P.0. BOX 160 Loan Number

WHITLEY CITY, KY 42653 WHITLEY CITY, XY 42653 onme _NOVEMBER 11, 1997
Moturity Osta MOV, 11, 1998
Loan Amount 9 250,000.00
Renewal Of

SORROWER'S NAME AND ADDRESS LENDER'S NAME AND ADDRESS SSN: 61-1305266
1% inchudes sach DOrrOwaer ADOVE. jDintly and sovardily. | “You© maans the lender, (s SUCCESIOrS and 3IsKns,

For vahse racarvad, | promise 10 DAy 10 you. of your ordar. at your addrass usted avove tha PRINCIPAL sum of 1O HUNCRED FIFTY
THOUSAND AND MO/I00% * ¢ v & & & v % & & & & &« # & + « + Oollmsszso.ooo-oo
G Sinqle Advence: | will raceiva ail ni ihis pancipsl sum on . No nfe undar this nots.
A Tha principal sum shawn above 18 the meximum amount of princiosl | Can borrow under this note. On MOVEMBER, 11, 1997
I will racnive the amount ot § and tuturs princio ore
The ions Inr tuturn « are ADVANCES SrALL BC MADE UPCN THE WRITTEN Rm;m OF THE
K)RRCNEI UNLESS THE TERMS OF THE LINE CF CREDIT AGAETMENT OR PRCMISSORY MOUTE HAVE BEEN
BRENCHED .
mo:nn €nd Credit: You and | agreo that ! may borrow uo (0 thy Maxmum grincipal sum more Ihan one time. This festure is subjoct 1o sif other
conditions and axpires on NOVEMBER 11, 1998 .
D Closed End Credit: Yaou and | sgrae that | mny borrow (sublect to il other condilions) up Lo the maximum principal sum anly ane time.
INTEREST: | sgrae (o pay intarest on ihe guistanding princinsl batancs trom ACVEMBER 11, 1997 at the raig of 9.500%
par yanr until FEBRUARY 11, 1998

K2 varinble Aate: This rate may than change a3 siatnd holow.,

K2 1ndex Rate: Tha future rote will be 1.000% OVER the lollowing index rate: THE, "PRIME RATE" AS SET FCRTH
ERCM TIME TO TDY/E BY THE CHASE MANHATTAN BANK AND PUBLISHED IN THE WALL STREET JUURMAL,
PER_ANNUM.

D No indea: The future rate will oL be subject to any internal or external index. It will be entirely in vouv control.
mhowu\cv ond Timing: The rata on this note may chanqge as oitan as IARTERLY P

A change in the intarest rate will toke aitact N _THE SAME SAY - R
D Llmitations: During the term ol Ihis loan, the applicalio annual interest rate will not be more 1han % or less than
“%. Tha roi0 mav not change more than % cagh-

Etfect of Variabie R
£ the amount of each schaduled payment will changa. 2 the amount ol the linal uavmen( w cnangu

1 A change n the interest rate will have the following sHect an the paymen

ACCRUAL METHOO: Intarast wilt be calculnted on o _ ACTURL/3GS T Basms. ke
POST MATURITY RATE: | agroe (0 pay intsrest on the unoaid balanco ot '.l’ilv note awing altar Meturity, and unti gaid in full, as staled balow:
on tho same lixod or variahle rata basis in eilect befors m&lur-(v (a3 indicated nbavel.
D at & rate equnl to
B2 LATE CHARGE: If a payment is mads more than _L0 _ doys after it is dus. | agran 1o pay & lats cherge of $1.0.00

KT A00ITIONAL CHARGES: In addition 1o intarost, | ngvo; g ooy tha-loliawmg churg.‘s ‘which D are X3 are ot included in tho principoi amount
nbove: ALL RECORDING FELS, APPRAISAL QCST, AND ATTORMEY FEES.

PAYMENTS: | agroe 1o Doy Ihis note as loflows:

KX inarest: | agroe to pov accrued interest ON DEMAND BUT IF MO DEAND IS MADE THEN ON THE 11TH DAY OF EACH
THIRD MCNTH BEGIMNING FEBRIARY 11, 1998

L princioal: 1 nagree to oay the prncipal N DEMAND, BUT IF MO DEMAND IS W\DE THEN CN _NOVEMBER 11, 1998

peyments: Tha flrst paymant will be in the smount of 3
. A poyment ot $ will be due
theraaftar. The linol poymaent at the entire

D Installments: | ogree to pay lhu noln in
and will ba duo

unomd baiance of urincipal snd:interast will be dun-
PURPOSE: The purposa of this loon 1s BUISTNESS : VCR!C!IXJ CAPITAL AND INFRASTRUCTURE PURPOSES IN mmRY x.
ADOITIONAL TERMS:

wge 1 ot 3

UNIVERSAL MOTE AND SECURITY AGRESMENT

01994, 1991 Benaws Syatams, Inc., $1. Cloud, N form UNS.LAZ 1731178




SECURITY . B Ty

SECURITY INTEMEST' ! qive vou a snc

Lut fot srited 1o, ail narts, xccaasnnes. ienars,
31 nraceeds and products ram the Propeety

Iy 1aterast in nit Al Ihg Progarty fescrned hainw That ' now dwn Ind (Nt ) may own in tha futurs lincludng,
UTpIA AMANtS, aNY ACCOSSIONS 19 ‘ha Feanarty),

~hacavar tho Property «s of may Lo located. end

iavantory: All invantory wineh | ~oid 'or GImALE $814 o 12838, O WNICh has Loan or il D8 susphad under CONtracts of serwvica. or which sre
taw MAtorals, work In Drocess, or marerinls use Of Zonsymad 1IN My DusiINesy,

Sl Equip 1 All aquipmea uring, Sut not hted tn, oll machinary,

t. Shop 20upi . nttine and keaping empomant,

tm Products: All larm nroducts ciuding, but not hmieed 10!

ang narts and ‘oois.
— 0 ¥ynu ~ill #iso D8 ncludod n tha snaurad oroperty, bu| such A hst 18 POt naaessary 97 3 vRild seCunty INIBrAsT IN My 2quipmant.
£

aprgies. Turmtarn, Betinas, manutaciunng squiomant. larm machinery snd

At aquinmant dascrbod « 8 hst o7 schauyle wich i give

131 ait pouitey ned livestock and thew woung, alang with ther products. 5reGuck anr (nniacomeants:

‘Ut all Crops. annual or parenmal, and all products at (ke Ctn03: And

121 31 teed. soad, lornlizar. madicinas, antd othar suunhas usnd or produs
. Chattal Pagae and Othar Rights 1o Paymant: Al nignts | Rava now and that | may have in 1he lulure 10 the

Fra

EN s. 0
aavmam ol monaoy including, tul Nu Femng tad

a1~ My Inrming apacalinng

131 sovmant 10r 9a0ds and nthar orudarty sod of laasad 97 107 s8rnCoS fanviorad. ~hatrar of nat i have aarnad sucn peymant by pertormence;

arg

151 rghts 1o pavmant ansing out 21 all arasant ana llure dabt instrumanty, haitel napar antd {oans and obligatons racewanie.

The aDOve nriuaa any righty anad interasts 'ncluding ail linng ond sacurity

aptor »r abhnor ot ming,

LZiGensral Intongibtes: Al ganeral intangibias inciuding, hut NGt imited 1. ax relunds, Anphcanans for psients, patents,

tarests) wminn | may hava by law or agreemant against any eccount

copynignts, tredamaerks,

irada seCrets, §OOd will, (tAde NAMAS, TusIOMEr Lsls. NArMIES And fancrises, Jnd tha right 10 use Mmv nama.

[ Government Pnyments and Program
ane, ¢
309 conse 0

s. leitary of & ahald us
reserva pav

All pavments, accounts, general intangpibles, a¢ ather henafits finctuding, but not limited to. oayments in
rRCCINLS, SLOrAGR NAVINANIS. EMEIGancy ASSisIoNCe pavmants, divarnion payments,
s} wihugh ) nnw -mw- and 0 ine future may BNvAe any AGRLES ge AterasT and whieh anse under o as a resuit

ol any oreawisting, current or lutuen Forteral o statg governmental progeam hacluding, bul not himited to, st programs saministared By the

Commodity Credit Corporation any tha ASCS)

mTh- socurad property incliidos, but is not fimitad hy. he foliowing:

A REAL ESTATE MCRTGMGE OF EVEM CATE QN A
COMMERCTAL BUTLDING AMD LOT LOCATED 12 COURTHOUSE SUURRE,
ASSETS TANGIBLE AND INTAMGIBLE INCLUDING ACTCUNTS RECETVABLE, INVENTCRY,

WHITLZY CITY, KENTUCXY.
PIPELDE,

ALL

MACHINERY AND SQUTPMENT NCW CWNED OR HEREAFTER ACQUIRED INCIUDING 3UT NOT LIMITED TO
THCSE GINTAINED IN EHIBIT A AS ATTACHED HEREIO.

It this agraement covers !tmber 10 ba cul. Tinerals (including 0il 3nd gas), lixturas o Crops QrOwINg of 10 ba grown, the descriotion of tha real astate i

K2 1t chackad, tita this agresment on tha real asisto racords. Racord swner 1l not me)

The Property will be used tar o (1 persorat KX vusiness

agriculturai D

purposs.

AODITIONAL TEAMS OF THE SECURITY AQRESMENT

GENERALLY - This mgreemant securms tnit ~aig andl anv othar dedt | have
wnih VOU. ~GW OF 1AtGr. MOwHver f wul not tecure niRwe dants it vou fonl
with r23pact t@ SUCh nthar UrDbIS, '0 Make Jny requirett (3closury about
this secury agrawment of i you lad 10 give any requund notice 9l the
rht gl rescission 1 peonarly Acscribed 10 fes agraament s located :n
anainer gtate, thes agraemaent mav 30, ¢ S0Me Twcumatances, bSe
guverned Hy (he law at tho state ;1 wivch the S.ogcrty 19 Incated.
OWNERSHIP AND DUTIES TOWARD PRQPERTY - | ropresont that | own
all 1t :Ne Progerty, Of [0 the anignt !his 13 3 NUIChEse MONey SQCUrNtYy
mterest | will acquire ownarsnip of tne 2roparty ~ath tha pracesds o the
toan | wdll detend 1t agamnst any other clwm. 7aue Ztarm [0 the Property s
anead 2t the ctnims o) any nther creuntor | agren o do whaigvat you
requrn 10 DFOTECT vour socunly interast and 0 kaeo your claim in ine
Proparty anead of the clmms ol other croditars | widt not do anyihing to
harm your position.

! ‘asil wgen Looks, records and accounty ahnut (he Property and my
business in general. | wil fat you #xamine thase racords at nny reasonadts
time, 1 wil prenere any report or accounting you rsquest. which deais
with tha P-operty.

1 wnil xceo tho Property «n my possession and will keon ot good
repmr antd use it only tor thn ourposeis) descrthrd on page | of thiy
agreerrent | will not change this spocitied use wilhout your exnress
wetzn puemission. | oropresant thet | am the onginal awnar of the
Propesty and, Wl | am not, that | have provided you with a list of prior
owners of :ne Proparty. .

1 wil eep the Property st my address listed on psge ! of (s
agreement. unless we agres ! may keap it 3t 3nathar iocation It the
Proparty 13 to be used in annthar state, ! will giva you a list ol thoss
srates. ! il A0t try 10 seil tho Property unlesy it is wwventory of | recaive
YOour wfilten perrmission 10 4o so 1§ | seil the Property | well have (he
paymant made pavable 10 the order of you and ma,

You may demand immedinte payment ol tha dobtis) if the deabtor is
Aot a Aatural parsen and withnut your prior wrilten consent: (1} 2
beneticiat interast in the dedtor is solg o iranglerred, or 12) thers 1s A
cnanga in mither the idennly or numper ol mamoers of & parinership, or
(3) thera 13 a chonge n ownershiy of mare than 25 percent of the voung
stock ot a corporenion.

twil pay all taxes and charges on the Property as they becoms Jue.
You Rave tha right of ressonable accass « arder 10 inspact the Progerty. |
wiil :mmediately intorm you of any toss or damage to the Property.

ittt 1o partorm any ol my dulies undur (s securily tgraemant. or
any morrgage, deed ol rust, lien or othar senurily ntarest, you may
wilROUL DOl (0 M parlarm iha duass A cauan them g he parlnrmsst
Yaur rrght 1o dertorm 107 ma shall not create 3n obigation 0 darform and
your arlues (10 partorm will not prestude you rom ararcising any of your
oiher ngnts under tho 18w or this sacurity agreamant.

PURCHASE MONEY SECUMITY INTEREST . For the soin puroosa Al
dcrelmmmq Ine extent al a8 purchase money securnty iniarest arnung
undar s seCurity sgrmemeont: (a) paymants 0N any nonpurchase Monsy
loan also sacured by this agraement will not be deomert {0 Apply (o tha
Purchase Monay Loan, and (b} pavments an the Purchase Money Loan
wiil be dJeemad to sopiv lirst 1o the nonpurchass money portion ol the
loan, ! any, and then 10 the purchase monsy abhgations in the ardar
which tRa tems ol collatersl wvare acquired 3¢ + acquirad at !Ne same
tme, 1n the ordoer selected by vau. No socurily intarest will be terminated
s application ol this lormule. “Purchase Monsy Loan® moans anv loan
the ovracnaeds of which, in whols ar in port, arn usad o arnuite any
collarersl socuring the Ican and all gxtensions, renowaly, consaligations
and refinancing 2t suzh loan.

PAYMENTS BY LENDER - You sra authorized 'o nay, on my bahail,
charges | am or may Decoma obligated 10 nav 0 proserve dr protect the
socured argperty (Such as property insuranca cramiumsl, You may (rest
thasa savmants as advances and add (ham 10 'he unpad orincipal under
the nota sacursd by this agreoment ar you may demand mmadiate
pgavmant ot tha amount advancad.

01384 391 Senrers Sysiama. ine., 31,
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INSURANCE - | agres 'o buv insurance on *ha Property against (e risks
and ot the amaunis vou reauira and [0 furmish vQu continuing orool at
caversge: | will have the insurance company name you 43 1033 Daves on
any such golicyv. You may require added secunty il you agrae that
insurance proceeds may be used (o renair of fapiace the Property ! will
Duy insurancs lrom a lirm icensed 19 0 BusSINGss 0 (ha Stale whare you
are iocnted. The lirm wilt be reasorsbly acceutabln 10 vou. The msurence
will tast untit tha Broperty s releasad from thes agesemant. i 1 tail 10 buy

or maintain tha:Insurancs for fait to name vou as loss paveel you may
purchase it vourselt,
WARRANTIES AND REPRESENTATIONS . If :his aqrasment incluoes

ACCOUNTS, t aslt nOt sattte anv account lor less then its tuil value without
yQur wntten permission ! will collect ad accounts untd vou teil me
otharwiso, | will keep the procoods Irnm all the accounts and eny goods
which are seturnad 10 /me Or which | tnke back tn trust 107 you, | will ot
mix (hom with any othar progerty of ming | will daliver 'hem to you al
your raquast. It vou ask me !0 pay vou the lull prce on any returned
ftems or itams rataven by myselt, | wili do so.

it tms agreemeant covors nvantary, | will not dispose of it axcent in my
ordinary coursn of Businuss at the tar morkor valuo lor the Property, or at
3 mirimum pace fstablished LYatwean you ond me.

Il thig anreement covers larm products | owill provide you, at vour
request, 3 wetlen list of the Luyars, commission marchants of selling
ayents to or through ‘~hom | may sell my larm products. In addition o
those oartigs named on ihus weittan liss, | auihorize you {0 nouly at your
sots discrenon any addwronol partiss ragerding your security interest in
my {arm products. ! remain subect to all applicedia ponalties lor selling
my tarm nroducts in violation ol my agresmant wah vou and the Food
Sacurety  Act. !n this paranraph the 1eems tarm products, buvers,
commissinn merchants and selling ngonts have the meanings given to
them in the Faderal Food Secunty Act of 1985,

REMEDIES - | will ba in galauit on this sacurity agroament if | am in
gelault N any NOto tvs egreemant socuras of i | [ail (o keap any promise
cantmined in tha tarms of this agraemant. If | detauit, you have all ol the
nghts ardl remadies provided N the nota and under (he Unilorm
Commarcial Coda. You mav raguire ma to maka tha sacured property
svaiiahie (0 vOu 3t & piace which 13 raasonably convement, You may take
ocssession ot tha securad orapesty and sall it as prowvded by law, The
nroceeds will de apphed lirst 1o vour oxpenses snd then (o the debt. !
agroe that 10 davs waiten noticy sani (0 My last known addrass by tirsy
eiass maid -wdl be rrasonable nolice under the Umiorm Cammarcial Code,
My zurrent addrass is on page 1.1 agrea 10 inlorm you in wnting ol any
Cotivage 2F My addroes

FILING - A cartinn, pholographic or other resrortuction ol this security
agreamant or the hinanging ststrment covaring the Proparty described in
(his agrenrmant may Do usad as a financing statomant whara alfowad by
taw “Mhars parmitted Dy law. you mav hig 8 financing statemant which
doos not contain my signalura, Covaring the Proparty securad Dy this
agreemant.

Any 2Jerson whe tigns within this box does so 0 give YOU 8 seCurity
interest in the Progeity rlesciibed on this page. This person doss not
“1° a9 uscd in this security agrosment will
00 &0 3igns wit=in this box,

Data

Sigrad
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DEFINITIONS - A3 used on paass ' and 2. “R° maans thre larms that
AODly 10 thes Inan. “LT “ma” or “my” ‘naans rach Borrdwar wno cigns
s nate and oacn athnc parsan ac Jaqal catty lincluding quarantars.

ANAorcars, Ind suraiing) who agrensg ta pav 'his nota (tngeihnr ralarrea 1o
A8 Tuatl “You© ne “vour” maans tha Lnnder and its successors and
nasiansg,

APPLICABLE LAW - Tha inw 0l !ha siate «n which ynyu are incatod will
govarn this agraamant, Any tarm nl (N agrasmant whzn is conteary 10
nooheable Inw widl Aot ha allactiva, uninga (ha law parmits vou and mo (0
Agran to Such A vanation. il anv provision af Lhis agreament cannot be
antarcnd ancording 16 its larms, tus [act will not alfact tho entoracabilily
nf the ¢ ol inia agrae t. No il al this agroamant
may La mnads withoul vour oxprass ardtan consant, Timg s ot the
fszaneo in 1y agranmont

PAYMENTS . Each payment | maka on (M3 nnls will liest reduce ihg
amount | awa you lor chargos ~beih ara nmthnr intorast nor prncioal.
The rammnder of mach pavment will than rnauce accrurd unpmd interast,
and thon unpaird princioal. Il you and i agrna 10 a dillerant apnlication of
pAavmants, w4 wil dascribe Jur AGraament on thiy natn. | may pronav a
part af, 37 the anlirs balance al (Nis lnan ~ithoul panaily, uninss wa
specily 10 tha contrary on [Nig noto. Any partisl prevavmant ‘adl not
arcuse or raduce any Iater schedulad Daymant until thiv ~ote 18 pad in fuit
(uniass, whan | make the prapaymani. you and | agrea in wriling 10 the
cantearyl.

INTEREST . Intnrast accrugs on 1ha paacinsl ramaming unpaid {rom time
to tima, unil paid in (Lt 11 1 recove the princinel 1n more Than one
advance, soch advanco will start (0 anen intorest anly whan | raceive the
advancs. The interest rote in eflect on Lhis nota at any givon time wil
2oo0ly o the antire principsl  sum  outstanding st thal limo,
Notwithstanding anything Lo the cantrary, | do not agree (0 pay and vou
do not intend 10 charge any rate n! interest Ihat 13 Mghar than the
mavimum rato of intorest you could chargo under spplicaoie tow lor the
axtgnsion of cradit that is ogread to in this Mote [sither Lelare or aiter
maturitvh, It sny notice of intarast accruel is sent and is in error. wae
mutysity agres to corract it. and il you acluaily coliact moro intorest than
sllowed by law and this agreoment, vou agree (o relund it to me.

INOEX RATE . The index will serva only as a device ‘ar sething tha
intgeast rats on (lis note. You Jo At quaraning Ly salaching this indox, of
(hg margin, that the internst rate on this noto wiil ba the sama rale you
charge an any other lnans or class of inans you make to Mo or othar
borrownrs.

POST MATURITY RATE - For purnpases of dociding when the “Post
Maturity Ante™ (Shown on page 1) anplies, tha term “maturdty® masns the
dain ol the inst schadulod payment indicaied on pago 1 3! this nota or
(he dnta you accalnrete pay an iha notn, 18 nartior.

SINGLE ADVANCE LOANS - If this s 4 singla advanca foan. vou and |
axpec! that you will maka only ona advance. ol principal. Howavar, you
may add other armounts

ADDITIONAL TEAMS OF THE NOTE

OEFAULT - ! ‘wiil bo 1n catauit it any ona 3r more of ina following ocCur:
111 Iad ta makn 3 pbhyment an time ae in Ihe amaunt duo; (2) | fed to
wnnn 1ha Proparty insurnd, of tonuired: (3) ) Il [0 pay, of keep any
pramisn, 0n any ¢aht or Aagreament | have willh you: (4) any othar credilor

at mine altempts 10 oleCt anv debt | awe rm  INrough  court
pracnadmgs: (5) 1 dis, am ceclared . maxe an 9 tor
1ha benaint ol craaitars, gr he sol lanthar my liabikiti

ancend my nesals or | am unahie 10 pov My dauls as they bocome duel:
(6) | make ANy writtan statemant ar nrowide anv financ:sl informaton that
s untrun or inaccurate at the tima it was proveded: {7)  do or (sil to do
snemathing which causes vou 10 baiiava you will have difficuity collecting
e amount [ owa you: (B) any ~ailntarl socunng this note 18 used in g
mannar oe {07 A QUrNONE WHCh thinpiens i ov a legol ty:
{01 1 change mv nams of nisuma an sddibonal name without first
Antitying vou belars making such a change: {101 1 3il to plent, cuilivate
and harvast craos in dus sanson: (11} any ioan proceeds arn used far &
DLrasa that widl contribute 10 AXCAsSiva 200800 cl hrthv arodible l.nd or
10 thm conversion of J ta an 8 Y. a8
turthar axplainhd in 7 C.F.A. Part 1940, Suboart c. Exhibit M,

AEMEDIES - Il { am in dalauit 0n this nate You heve, But are not limited
10. 1ha tollowing ramadias:

{11 You may demand immadisin paymant of ail | owe you under this
note (onncipai. accruad ungad interest and other accrued unpasd
charges).

{2} You may sat off this debt agamnst any rignt | have 10 the payment

of monay fram vou. subipct ta Lhe terms of Lhe “SET-OFF”
naragraph hernn.
13) You may da: security. addili security, 2r additi o8rti

to be obligated 10 pay hrs noto as 3 condilion !or not using any
othar remndy.

(4} You may rnfuse t0 make advancas to me or silaw purchases on

cradil by me.

(S} You may use sny remedy vou have undar state or federal law.

(6) You may mako usa ol any remedy given lo you in any agreomant

sacuring this note. .

By soiscung any one of mmn af thaso remodiss vou do not give up
vour right ta use Jatar any othar remedy. By waiving vour right to daclare
an avent o ba A detaull, vou JO Not waiva vour right to consider later the
avens o detaylt'if it coninues or hanpens anein.

COLLECTION COSTS ANOC ATTOANEY'S FEES - | agran to pay all costs
nt collagtion, replevin or any other or simdar tvpe o cost il + am in
detault. In additian, it you hire.en ditornay tn collect this note. | also
agroe g gav any lee you incur with such atlormav plus court costs
taxcapt ‘whara prohibitad by law). To tha axinnt perrittnd Ly the United
Statns 3ankruptcy Codo. | atso aqeoe 1o oav tha ransonabia altornay’s
laer A costs You mncure 1o cotlacl this cdabt as awardod iy any court
exerarsing unsdiction under the Dankruptcy Coda.

WAIVER - | qlve un my rights 10 require vou 10 do certan Imings. | will not
tequire you (0

ta tha pnnginai il you make any oAy 3
doscribod in the "PAYMENTS B8Y LENDER™ paraqraph on page.2.. .
MULTIPLE ADVANCE LOANS - !l this is a muitipin advancs loan,. YW nnd
I avnnnt thal you will make morg than nnn advance of principol. |f tNig is
clased ang credit. ropnying n oart af the prncipoi mll ot aniitlo ma to.
odditionat crodit.
SET-OFF - | agree that you may sot oif any amount due and pavable
undar his note agminst any right | havae to rnccive monﬂv 'fom you.
"Rignt ta rncove monay Irom you™ moans:
(11 any daposit sccount bolancs | have with you:

{2 anv monay owad 1o Mms on an-item presented 1o vou of in your * ' h 4
". ta this agreement wilhoul rolensing any othar party. 1! vou give up sny of

possession lor collection or axchange:. and
(31 any repurchase sgreamant or othar nondeposit obfigation. -
*Any amount due and payasbie undar Ihis note™ moans the (ﬂlnl
amount of which you ara entitind ta demand paymont under tha torms of
this note a1 the time you set oil..This (otat includes any baianco the dus
data tor which vou properly accolerate undar this note, |
It my right to racgive monoy (rom you is also ownad Dy somenns who
hag nnt agroad 10 pay this nole. vour tight of set-ofl will apply ta my
interast i the obligation and to any othar sinounts | could withdraw on
my salo (aquast or ondorsamant. Your right ol sat-oit’ doas not apniv o
an account or oihor nbligauan wherg my righly are only as a
reoresantative. [t also does not noplv 1o any individual Retirement
Account of other tax-daelorred ratirament account.
You will not bo Siabla nr ihe dishonor ol any chock when the

1} piy ot s due {pras 1N

{2} nbtoin olticial cumhcnnon ot nonpaymant {nrotest); or

{J1 giva nolico thnl amounts dus have nanl deen paid (notice of

dishanor).

I, waive any: defanses ! have based on suretyship or impairmaent of
collatoral. |
QBLIGATIONS INDEPENDENT - | understand that | must pay this note
avan it somaone nise has elso agrced 10 pav it (by, lor sxample, signing
this {orm or 3 seuarate fguazanian or sndorsemant], Yau may suo me
alone, or anyone eisa who s obligaied on 'Ms nots, Ir any numbar nl ys
together, ta collect this nole. You may withoul nouce release any oerty

your rights, willh or withoul natica, it will ngt aflect my duly 0 pay this
nota. Any awlansion of now credit 1o any ol us. or renawal of this noe by
all or lass than all of us will not releaso ma fram my duty to oey it. (Of
courso. you ara antitind (0 only ona paymant in full) ! agreo thal you may
ot your anlion axtend 1Ne noto 2¢ the debt reprasanied Ly this note, or
any partion ol (da nota ar debl, lrom timg (0 time withaut limit or notice
and 1or any lerm wilhout aflecting my liability for paymaont of Lhe nole. |
will not assign my obligation under this agreement w~ithout your prior
wniien aporovel

CRED!T INFORMATION - | agree and authorize vou to obtain crodit
inlormation about rma lrom Limn 10 Lme ilor axampia, by oQuasting g
cradil reporil and Lo rapart to othars your credit asparence with me (such
As A cradit reporling ngencyl. | agrae (0 prowids yGU. UDON request, any

occurs bacause you sot olf this debt against any of my accounts. | sgree
10 hold you harmiess [rom any such claims arising as o resull of your
axorciso ol your right to sol-oft.

ol st or O on you may deem necossary. | warrant
1hat the tinancial <lstemnnts and information | provida to you are or will
be accurato. correct and comolnic,

SIGNATURES; | AGREE TO THE TERMS QF THIS NOTE (INCLUDING THOSE ON PAGES 1 ANO 2).1 have raceivad 3 copy on (odav’s date.

CITIECWER, L.L.C.

BY:

JAMES E. CURD, VICE FRESIDENT

SIGNATURE FOR LENOER:

DAVID RCSS

Q1994 1991 Bammrn Syateme, Inc., St C'oud, MN Form UNSLAL 1131198
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PAGE B2

’ 1171871938 17:Z2€ EBSB?E%G ' CITIPOWER. l_.L..iI

|CTTIPCWRER, L.L.C. BANK OQF MCCREARY (CUNTY

P.O. BCX 1309 P.O. BCX 160 Loan Number 104101 -

WHITLRY CITY, XY 42653 WHITLEY CITY, XY 42653 Date NOVEMBER- 32, 1998
Maturity Oarte. NOV, 1. 1399

Loan Amount 8 .00

’ Ranewal Of 104101
! BORROWER'S NAME ANO ADORESS LENDER'S NAME AND AODRESS SSN: 61-1305266

“1° Inciudoe vach DOrrawor adbuvs, JOINT and aeveraily. “Y0ou” Moanc :ha londdr, il AUCEI830r8 afil assiane.

For veiue recsived. t promise to pay to you, of your arder, at yaur addreas llsfed sbove the PRINCIPAL sum of ITWO HUNCRED TTETY

w b w ¥ * ¥ * Doltars $ 250,000,008

CTEOUSAND AND MNO/200% % * * * % + * w x %
E Singile Advanca: | will racaive all nf tnim pancipal eum on . No additional. savancoe are co«atamplated under thia nata..
998

mMulupl- Adwvaneco: Tha principal aum ashown ubove 19 tha maximum amount of principat | can Lorraw undar thie nota, On

{ will recuotve the amount of $ and tuturs principal advances are contempiatsd.
T OF

The conditions tor tuturs advoncey nro

Canditione: ADVANCES SHALL BE MACE |
UNLESS THE TERMS CF THE LINE CF _CREDIT AGREEMENT CR PROMISSORY NOTE HAVE BEEN BREACHED,

X'.{ Open End Crodit: YOu and | agraa that | may Borrow up 10 tha maximum amount of principal mare thaen ane time. This faature is subject to

ail ather conditiune and expiree on DNOVEMBER 11, 1999 .
D Cloead End Credit: You and | agree that ! may durrow up 10 tho maximum ohily one tima tand subject 1o all other conaltiong).

1998 ot e rate of ____ 9,000 36

. INTEREST: | angrae w pay intarset on the outstanding principal beiancs from OV, 3.
por your uncil FEBRIIANRY 11, 1999

XX Variabla Rate: This rute may then chunge a8 storad beiow.
ZZ indax Rata: The fulurs rars will Do 1.200% COVER tha following index rate: *"FPRIMR =" AS FORTH

PER AMNNIIM .

XX Fragquency and Timing: Tha rata on thia note may change as often as

A chuange in tha lntarast rate will take sttac: O _THE SAMEB DAY

G Limitations: During tne tasrm of this loan, the applicabio annual intarewt rate will nagy
%. Tho rate may not change more than P

Effect ot Varlable Rate: A chunge in thae intarest rats will nava the toilowing sffact on HE' B
XX The arnount of aaeh gchoduied paymont will changae, XZ 'n'\ Qunt of the

% ar lesa than

ll\chunga.

'ACCHUAL METHOD: Inceraut will bo Salculatad on a. AC@ZBS_S‘ basis, :
POST MATURITY RATE: { agrae 10 pAy interest on the wnpaid Delance ot : "-.m,,w_ and until paid 1 fuil, as srated below:

: D at a racas oqual o ___
mLAva CHARGE: If a'poymaent 16 mada more than _ 10

. D ADDITIONAL CHARGES: In uddition to intaresat, t a ., D aro D are not Included in the principsl.amount

above:
;PAYMENTS | ugrae (v pay thin notoe as follawe:
Interaot: | Agraa ta pay accruaa intarast O

m Prlnolpal | ugraa 10 pay Mo pr!nc-pal I\DVEV!BE.R -

‘paymaeant will be in the amount of ¢
. A paymont of $ will ba due
theraatter. The tinal payment of tha antire

a inataliments: | agree 10 pay th
and will be dus

- unpaid bolancs 2t principa
ADD'TICNAL TERMS:

XX SECURITY: This noto is weparastaly tecurad by (\.nacr(be suparute PURPQOSE: Tha purposa of thin loan v BUSINESS : WORKING
INEFRASTRIICIURE

document by EVDO and date): REAL ESTATE MORITGAGE DATED CAPITAL &
SECIUIRIT .
11-11-97 O CvM. EBLIG. & LOT L4 SIGNATURES: ' AGREE TO THE TERMS QF THIS NOTE (INCLUBING.

DATED 11-11-97 W JIP, INVENTORY,
MACHDMERY, ACCIS.

THOSE ON PAGE 2). | have recsivad a copy on today's date.

PIPELINE,

Thie wection e 1o your 'mterNut wes, Pelue (0 et 3 SB0NIe Mmciily GOCUMUNT JOE0 AT Masn tho

Tt \eill ABt mmowre tRee Nete. )

CITIPOAVER, - L. L, C,

7 Signaturs for Landa?®

i & (A

. QURD, VICE PRESLDENT

feag
"DAVID ROSS

AL NOT
? ‘”‘FF‘?GS“ l:s-n-c-n-asvw-m'. Trwn,, Nt S13.e), MO (1-9G0-387-43411 Form UN /17798 . X {owge 1 ot 24




»)
tmast Ap eloi

CTIPCOWER, L.L.C. BANK CF MOCREARY CQOUNTY
P.O. 80X 1309 P.0. BOX 160 Loan Number 104101
WHITLEY (ITY, KY 42653 YHITLEY CITY, KY 42833 Onte NOVEMBER lL, 1998

Maturity Date NOV. 11, 222__
Loan Amount 3 250,000.00
Ranewai OF 10410;

30RROWER'S NAME AND ADDRESS LENDER'S NAME AND ADDRESS SSN: 61-1305266
*1* inctudos nach borrowar ahova, joint and severaily. | “You® means the [ander, it sucCassors and asyigns.

£nr vhiue received. | promie (0 pav (0 you, O YOue Nirder, at your address listed abnve the PRINCIPAL sum of TR0 _HUINDRED FIFTY
THOUSAND AMD MO/10Q*® ¢ = * « = * « « * & v v v v « v ¢ * Ooors $ 250,000.00

1} Single Advance: | will recawve ait of this orincipei sum on . No ') are under this note,
z Muitipls Advance: The principal sum shown above s the maximum amount of principel | can botrow under this note. On t‘UV._ L!” 1228
§ will raceive tha amount of 3 and future o 0 ore

The i tor futura oo ADVANCES SHALL BE MADE UPCN THE REXUEST CF THE BORROWER
WLSS“EMOFMLMOF@@HWCR?MSSOHW%WBEB\W

XX Open End Credit: You and ! aqree that | mov Dorrow up to the maximum amount of principal mare than one time. This leature is subject to
ail other canditions and sxowes on NOVEMBER 11, 1999

D Closed End Crodit: You and | agrao that | may borrow up 1o the maximum anly ona tme {snd subject to eil other conditions),

INTEREST: | agree to pay intarest on the outstanding prmncipsl balance from MOV, 131, 1998 at the cats ol 9.000 %
per year unti FEBRIARY 11, 1999

Ki Vanable Rate: Thus rata may iran change os stated betow,
L3 inden Rate: The futura rats wil be 1.000% OVER the lollowing index rete: THE "PRIME RATE" AS SET FORTH
FRCM TRME _TO TIME 8Y THE CHASE MANHATIAN BANK AND PUBLISHETY gmﬁmg;@zg@m
PER_ANNUM,
D No index: The future rata will not be subject to any internal or axtarnsl index. It will be entireiy

 Frequency and Timing: The rata on this note may change as oftsn as

A chAnge in the intarest raie will take sifect N _THE SAME DAY

O Limitations: Ouring the tarm of this loan, the applicable annual intersst rets will not b

% or lags than
¥%. The rata may not chenge mores rhan

Effect af Variabie Rate: A change in (he interast rate will have the ing sifact on the

Z{ The amount of sach scheduled payment widl changs. ™

ACCRUAL METHQO: interast wil be d on a ACTUAL/365 .
POST MATURITY AATE: | agree 10 nay mrarest on I1he unpaid balance of this note owing after: mulun(v, and until pmd in luil, as stated below:
icatod aboval.

KX on the sama lixad or varubie rats basis in 4{fect betora maturity (a

At a eafs anual 1o
Q LATE CHARGE: It A paymaeant i3 madas mora (han 10 days alter

o3

is'dus; | agree to pay a iste charge of $310.00

T AODITIONAL CHARGES: In adrition to ntarast. | myras to pay tha fullowwm chargas wﬁ-ch D are ) are not inctuded in 1he principal smount
avova:
PAYMENTS: | agroe 1o pay this nota as foliows:

L2 (nerest: 1 agrea 1o pay accrued ncarast N _THE ll‘IH DAY CF M THIRD MONTH BEGINNING FEBRUARY 11, 1999
QPnncmll | ngree to0 ony tha princinai WVD’BER l.l 1999 i K -

3 tnatailments: | agroa to pav this note ta n ~flrat poymant will be in the amount of 4
anrd will he due . . A peyment ol § will be due

tharenitar. The {inal paymant of tha entire

unpaid balanca of principal u\d intarast wil be due
AQDITIONAL TEAMS:

ZX SECURITY: This note is seperstoly secured 5v Idescribe separats PURPOSE: The purpose of this loen is EM_
document by type and date): REAL IS'D\TE MCRIGAGE DATED CAPITAL & INFRASTRUCTURE

11-11-97 ON QOvM. SECURITY
AGREEMENT DATED 11- ll 97 W INVENTCORY SIGNATURES: | AGREE TO THE TERMS OF THIS NOTE (INCLUDING
PIPELING, MACHINERY, THOSE ON PAGE 2). | have recaivad & copy on today’s date.

(s socion is 1o your intovmal use -.A.. 10 bW 2 persle melrny decument deat rat mesn Ihe
sqrermunt it ral e this neve |

Signature Tor Londer

DAVID RCSS

UNIVERSAL NOTE
£1904. 1391 Bermars Symome, tnc.. $1 Cloud, MN (1:900-197-73431 form UN 1118 aoge t ol 2)




QEFINITICNS: Aq used nn nano 1 moane tha tarmy that anply o
this ioan. "1," “me” ar "mv’ maanc rach Barrawer who signs this nela
ana anch nthar precan ar lrgat eniily Iineliving guarantarg, cndorenrs,
R SurAlingl whn agrees (0 pav i anta itngriher ralncend 10 A “ys”!
TYAT A1 T sour ' means the Londar ani ity SURERSINIS and agsigns,

APPLICABLE LAW: Tha law af the =iata n which you are locatad acil
govarn thie nota Any term ot thig narg which 13 2ontrary to applicania
Iaw wil not ho aifactive, uniesa thae iaw permis you and me 10 aarce 1
ich a vactapon, 11 any provision ol 1Nis aaraemant cannat be aniarcen
ATEOrAING 10 g farms (Ins [AC! adll ant atleet tha anigrceandity of tha
cemandnr ol this agreameant. No modiicaten of ths agraement may ha
marn amihang your express wreitten consant, Tima s ol the Ll

and oyt tamedias {gr sueh a delmiit wdl ba dargrminad by aoplicadle
law, Lv ida intme gf any gaparate astrumant Zresting the sacurity
ntarset and. 10 1NA axiant not pramibited by lnw and nat conirary 10 1he
teems al ‘ha <eonrnle  sacurity  insirumant, by the “Dalaut® and
“Rameine” DArnqraphs eremn
DEFAULT: | wil bo in dataull il any ona or mara of tha iollnwmq necue: (1)1
1An 19 MAace A paYMANnt An Ima of 10 Ihe amount dua: (2) | (a8 1o keep (he
ornnecty msured, it raquicsad; (33 ) fai to pav, of kaep any promive, on any
Aabt or agreemant | hava with you: (4] any oinar creditor of mine attamnis to
cotlact any dabt | awe him through court procaanings; (S) | s, am dactared
campeata make an 0 for the banetit of creaitors, or become
i tantnar by iabi avcoed my assets of | am unabig tn

e anrerment,

PAYMENTS. Sach pavmant | maig nn this nota mil first raduce the
amaunt | awa you Iar chargas whoch arg nailhar interest nor princinar,
Tha ramamdne ni anch nayment will than rarduce agerued unpas intarest,
and hea unnmd grincinal, 1 gou and | agrea (0 4 diltarent xpolication af
paymants, ‘~n will descriha nue agrasmeant an this Anta. | may orepay A
pret of, ar ihe entwe Latance A this loan wthout genalty, tninss an
tbacify tn tha centrary nn thie nnte. Any partial prepayment wil nis(
ALuUTA OF raryce Ay Satar enhathiico payment antil s nnie s paid in fatl
funinss, wRan | maka tha propavenet, vou Aand | ngrae n wreiting to tha
snntarv),

INTEREST. ‘ninrast acrruns an tha prncisal ramaning unpaw! {ram ne
to time, untd pad n full, 1 | rrceivm the prncioal in more than ong
sdvance, 2ach advar weil start 1o marn intarnst Only whaen i racerve tha
advanca. The intarast rata n alfact an this nate Al Any grvan tima wiil
anply to tha rntwe prinempal advancerd 11 That Umae, Notwithstanding
anything o the canteary, | do nnt agren ta pay nnd you 4o nnt intand o
rcharge any rais Al winrast thar s unher than (tha mazwnum rate of
intarast vnu could aharaa undar noplicabie v~ for tha agtansion of credit
that i3 aatsed 10 hera (osther hatora e altar maturity), I sny nonca af
ntarast accrunl 13 sent and 18 in grear, we mutunlly sores to corrsct ot
ang il sou actually collact mara aviernet than allowed by law and ihes
agreemant, you agrec to rafurndd it to ma.

INDEX RATE; Tha indox will sorve only s a davica [nr tetting (ha rata an
this nnte. You dn nnt quaranien Ly <eiocting this indax. or the margin,
(Rat tho rrte on this nota wil bo tha same ralo you charge on any othar
inana ar ctass of loans to me or ather borrnwars,

ACCRUAL METHOD: Tha amount of interest 1hat | will pay on thig foan
will e calcutnted using the intarast rats and accrual method stated om
paga ' ol this note. Sor the purposa of intarast calculation. the accruai
mathad wil detarmine the number o days v A “yaar.” I{ no accruai
mainod is stafad. then you mnay usa any raasonabie sccrual method for
caicutating intarsst,

POST MATURITY RATE: for purposas ol deciding when the “Post
Maturity Rate” (shawn on paga 1) agolias, ‘Na term “maturiy* means the
dats nt Ihe last schaduied payment indicatad on page | of this note or
the daie you accaisrate paymant an the nots. whichever is narliar.
SINGLE ADYANCE LOANS: it tus is » single advanco losn, vou and
expect At you will make nnly one ot inml. . you
may add ather amounis te tha pencipsl o you make my paymonty
dascthad 'n the "PAYMENTS BY LENDER™ paragraoh bainw,

MULTIPLE AQVANCE LOANS: H thiy i3 3 muiliole advance tonsn, you and |
2zprct (hal you will mako more than nna advanca of princioad, If this is
clnesd ana zendit, rcoaying a prrt of the prnciom witl not entitle me to
naditonai cradit.

PAYMENTS 38Y LENDER: If you arn nuthnered 0 pay, an my hch»l'

my

oav mv dahts as they hacome dur): !5} | maka any ‘wniten statameaent of
proveie any Linanzial miormalion that (S untrys or macCurate at (he ima it way
praveied: 1 7)1 dn Ot fad tn do somathing whieh causes vou to baliava that you
will Rava dilficuity collacting the amount | awa vaur; (Bl any coltataral cacurmeg
1H1e ANtR 190800 1N 8 mannas of {0f A DUIDORR whith threalans CcOnhiscation by
A lagat authority: (3) | change my nama or assume an additional name
without tirst naidying you balnea makng ruch a change: 101 1 fad (o piant,
UIDVATE and Rarvest arnos e dia saason il i ao s graaucar al eraps; [11) any
lnnn rencands nenusand tor apurr hat wil o tute ta b aroeinn
Al mignly ~radibta Inand ar 10 IRe cnavearuen ol watlands to proaduca an
Aqreuiieal commaoaity, a3 lurthar oxplamad «n 7 C.F.R, Part 1740, Subnmet
5. Sxtiba M.

REMEDIES: I | am in detsuit on this note you have, bul are not limited to,
the followmg ramadies:

t1) You may demand immadiata aavenent of all | owe vou undar this
net1e [DrinGioal, accrunad unpard ntarest and nihar acctund chargas).

{2} Ynu may sat ofl this debi aqensi any rnght | hava (0 tha pavmant
ol meonay lram you, subject o tha terme of the "Set.Of!"
onraqraph horem,

{3} You may domand security, aaditinnal srcurity, or additional parlies
to ba abligatad 1o pay this note as a condilion for not using any
athar ramedy.

{4) You miny refuse 1o make advonces lo ma or sllow durchases on
crarit Ny me.

{51 You mny use any ramady vou have under state of federnt law,

By soincing any onn or mors of thesa ramadias you 46 N0l Qiva up your
Tight 10 Iatar use any other remady. 3v waiving vour riahi o dacince an
avant 10 ba o dolault, you do-not waive your ngh( to lator consider ine
svant as a dotaull /4 it continues or habpans again.

COLLECTION COSTS AND ATTORNEY'S FEES; | agrae t0 dav sil costs of
collaction. raplevin or any other or simdar typa of cost o | am in delnull,
tn addition. f you Mire an attorney to collact this naie, | Also agree l0 nay
any !nn you incur with such sttorney plus zourt costs (axcept ‘wnere
prohibited hv 'awl, To the sextent Dormutted Hv the Unied Sinias
Bankruptcy Coda. | aiso agree 10 pay he reasonnbie attornev's lees and
costt you incur to collact this debt as awarded by any court exercising
jurtsdietinn under tha Bankrupley Coda.

WAIVER: 1 give up my rights to requits you o do certain ihings. | wil not
tequire you 07

(1) damand p ol due {gre

(21 abtmn nmmal eartiticntion ol nonpaymant 'nmvr-n or

{3) giva notica 1hat amounts due have not been 2ad (nnlice of
dishonor).

| ~alve any defenses | have hascd on suratyshio ar mpawment ol

collaterai:
QBLIGATIONS INDEPENDENT: | undarstand that | must aay this nnta

chneges | am obligntad to pay {tuch ne proparly insurnnce: pr

than yau may trent thaee pavimants mnda by vou ns advancas and add

tham 0 the wnpad prncinal widder this note, of you may dammd
4 y of the 10

SEY-CFF: ! ngrea that you may sat nH any amoaunt due and payabie under

theg nata aganst any fight § have o recaive monoy from you.

“Right 1o racoive maney Irom you” maans; .

{11 any desosit account balanca | have with you;

{2} any monny awed to ma on an itam presentad to ycu or in your

possassion for callaction or axchange: and..

13} anv ragurchasa agreamaent or nither nondeposit nbhqlhon. :

TAnvy amount dus and pavavte under thiz note™ meaans tho- Ioml
amount 3! ‘amch you are anlitlsd to demand payment under the-terms of
thig nata Af chae tima vou sat oft, Thig total includas any baiance the dus
dnte far which you properly accelernta under ihis noto,

It mv r°qht to recarve monay ram vau 1s aiso owned by somaone who
has not aqgreed le pav thit note, your right of sat-off il apply 1o my
intarast v the abhgation and (0 any dthar amounts | could withdraw nn
my soln requast ar endarsemant, Your right of set-olt does.not appiy 0
an aczount or other obligation  whare my nthg ore only as
rzasresaatativg. It aize dona nor apply 0. any reidual Motircment
Acgount nr dther tax-deintrad retieement agcount,

You will not e lisble for the dishonor nf any chenck whan the dishonor
aceues becausa you sel 2t (e debt ngamsi any of my sccounts. | agras
to hoid you harmiess from any such claims arising as a result of your
exerciea of vour nght of sat.nil,

REAL ESTATE OR AESIDENCE SECURITY: If this note is secured by rasl
astats or a raswdence that is peryonal oroperty, the oxistenco of & default

aven if aixe bne alxa agrasd 10 pay it Ihy, lor nxampla, cignmng
this farm o7 A scoarole guaraniae nr Aiarsemant). You may suns mae
Alana. or anynna clga wiva 18 nhligated on thie noie, of any oymbar ol us
tagathne, (o collact thee nata. You may cda sa withaut any notica that it
has not haen pad {notien ol dishoanorl. You may without nntica releass
any sarty 10 this agraemant without teleasing any 3thar oarty. il you give
up anv of your rights, with or without notice, it wiil nal alfsct my duty to
a3y s note. Any axtension 3f new credit to any of us. ar renewal of
this.nota hy all ar laas then sl of us wil ant relonse ma lcam my duty to
pay it. (Of sourse, ¢ou ara anutiad 0 anly onae payment .n lull) | agree
that you may 3t your option axtond INis nnte or the debt rnoresantan by
this note, or any portion of the note or debr, from timae Lo tima withoul
fimsl or notice and for any tarm wilhout affecting my liability for payment
2f tha note. } wil npt assign my obligation under this agreement without
yaue prar watien approvel .

CREDIT INFORMATION: | agree and authorize you (o obiain cradit
intarmation about ma fram umo to time {ar sxampis, by requesting a
seadit raport) and ta repart {0 Othars your cradit axpetignce with ma (suth
as A credit reporting agency). ! agres to orovede vou. upon raquest, any
financinl stalemant o informatian you may deem necessary, ! wareant
that (he linarcial stgtemaents and information | provido 19 you aro or will
hn accurata. correct and compinto,

NOTICE: Unfess siherwise requrrad by law, any nntice '0 ma shail bda
given by deiivermng it or by mading it by firer class mail addressed lo me
at my last known address. My current address it on dngn 1. | agrae (0
nform you in writing af any change in my address, | widl giva any nonce
to you by mmibing it fieat class to vour addrass stated on oage ! ot this
agreement, of 10 any other addrass that you have dasignatod.

JACE O PRINCIP AL BOARQWIN'S FMNCIPAL PARNCIP AL INTEREST INTEREST INTENEST
TRANSACTION ADVANCE MTIALS FAYMENTS BALANCE RaT® PAYMENTS PAID

Irwt e et THAROUGM:
1ot s s 5 3K [N
/ ! $ $ s %} i !
I 1 $ $ $ KR ! I
1 3 [) 3 %] G
t $ s s Wi G
R 1 B 3 is “%ls [ 1 1
! 7 $ s 13 L IR) l I !
[ $ 3 K % 1o
to 3 s [ %) I
1 $ $ s %l 77
r 3 B 3 "l [

019841991 Jenmers Symmms. ing.. 31, Claud, UM 11.300:.197:234 11 Farm UN 1717198

Inepe 1 00 2}




' .y : a8 ' CITIPOWER, L.L.C. PAGE A1

MULTI-PURPOSE
CONSUMER INSTALLMENT LOAN AND SECURNI ¥ AGREEMENT

SIMPLE INTEREST " (KENTUCKY): - #4983 (PR4)
Motor Vehicle CULEOUET 1 ' '

rrower (and Co-Sorrowar) Sellar e fE - PIVETSE [TORT e

ME T T NAME — — : : .-
Wumber & - B bl Numbar & o LT s .
R T TR T T s“ee'(’..‘"n':-m S 1y i
ii(y —_ - Stars Zip City . “ State . 2:p :

RURLIT Agreninent, the words “ow.” "Yeur” and "1” rnasn oash and avary Barrawer or Co-Borrowar who signs at tha bottam of thia page. The words "Our,” “Us”
INT “Wo" rmuarn Bank Ona, Kentucity, MA, (ne Crecitar. Thiy loar s (0 inance Your purcnass of M8 propany Jdescritaq Lalow (the "Proparny”) from tha Satlar
Jdantified above (tha "Saliar”), wha aranaed 'or this extansion of credir.

Maks i Boay Type vear | New or ! toantification - Licenss .
] ) Used Number - Number
‘ H :
RO : A 1T JRES B IO A BT :
axCDA3NHuc: O Racio (7] Auto Transtnisslon (O Mowsr Staerng [ Powaer Brakes 1 Air Gonainoning (2 Otner
-, : ’ T
*TANNUAL *FINANCE } Amount -1 Jotal ot .
PERCENTAGE CHARGE™ f Financed Payments *
RATE* Thw colar amount the i The amount of cradit The amount You will RS
The cost of Your credit cradit wiit cost Yoy proviaeag 10 You Or on mave pma. afisar You :
ao a y=arly rate. ‘ Your behall. have rmade all pay-
l ' ments as schedulad.
: { !
DB o, $. I TN W7V N . S J S LGRS Z L
i’ Your payment scheduly will be:
NuUMDwr af Payrroants : _Amount o{"Paymenrs | whnen Paymants araQua
(G125 - = SV, Y. Mantnly Deqinming Yy ) 1 19y
Ploer., s [:1u LY Montnly baginming —.—dul &L 19

. Clvartable Rate: (Masrk DOX with an X", it applicadie). It ing LOx )13 Marked. the annual percantage rate May iINCrease quring (he 'errn of thss transaction if the
Bank Prirma Losn Hate, as dudlisnad Dy tna Board i (3ovarnars rii tha Fadacal Ragena Svotem. 1craasas. Tha intkrast futy wil AN INCIaASe ADOve 24%. The

Liratgowlil NOt INCIea3e (uro than ange »vafy MCNIN., Arly inCreuse will take the farm of more payinents. For exampla. it Your 10AM ware fur $10,000 ut 14% (ar

“lour ymars and the rats ncraasad 1o 15%. 1N TwO yaars, yau would have (o make one additonat pavinent ol $77.18.

" ‘Late Charge: (f A payment is marn than 1Q days late, You will ba chargea $% of the paymant.

‘Socurlly. You are giving a sacuriy intarest in the Qoods or Proparty being purchased, and any monaey or propeny You've aeposn‘ed with Us,

.
i
i
Bl

Flllng Fonyg: B [Rik]
repayment: It YOu Day Off early, You mMay Nave 1o pay a panalty,
v CHECK HOX OO LAgsuaplion: Sorneone buying YDuI prncipil dwelling cannat assumas the rematnder of the Ioan on the ariginat tarme

IF APPLICABLE. : ’ :
as Your contract Jocwnents fCr any additonal intgrmation about non-payment, defaun any l"QUIer renavmem in tult petore tne :choduled cate, ang .

tupayrnent cafunds. and araalies.

~ INSURANCE:
Credit iita insurance and Srocit accldant and heaalth Insuranr.e are not requiregd to obtain creuit, and will not be Provicog uress You 3ign and agres (o pay
‘thae adzitienal cost. ‘
Type Pramium -~ _Slgnature - R SR
Crecit Ule t . ¢+ lwant cradit lifa insurance. ) i
HE I ERRY . .
. : (Signawura) j EANRERS
i =
i (Slgnature) (V=
Creesit Acclaant and | want credit acclaent and heaith insurance, .
] ks . ;
iHealith insurance [ I | - H
o (Signature) g
R You May ODIAIN SIOMEILY INSUraSa fSm anyons You wAant that |s accepiabla to Us: ) . o . Co

You rray obtain Lendar's Single Intwiast insurenco from anyone Ybu ‘want that ic accoplabilo 1o Us. \f chocked boalow, You have alecqu.}ﬁgblain -k
© l.endar’s Smgle Intarast insuzance trom Us tor the cost ingicated. .

3 Lendur's Single IHEIESL IMVSUFIACE o.oeeveee. cereeseoveesesctaseseieasr et ereas (s eraness e ieseens

ADDITIONAL INSURANCE INFORMATION
Only those of You wiiQ sigrusc above requn-:.:lug Crachit Lita and/or Credit Accident ano Heaith insurance will e covered Ly that type.of insurance.

Cregit Accigent and Feaith insurance is available oniy o One person.
You are raquired ta abialn Caitieion, Comprahensive and Lender's Single Intarast .nsuranca
Only te ifsurance tur which & spacitic chargé s set AUt ahove widl be lumlahed by Ua.

3 ‘Lstar —  1zf9la N NS
Pl SE3 00 /12197 (/g r2

ST S G Iorevct | o

—.4104-0? ad Tk , o

046 L40> Q¥ Panulds
V4029357 -

3 -~ M. L
(8285418 12fe/69 fac .




A /14/19393 12:19 SRRITHIRIAN

CITIPOWER,

nom\z\llnn or 'he Amo‘;r.;ncocl )

Cash Price {including aalys or uua taw)
/CGasn Oown Pnymnm

Bl PR R

U
SN

. Lesy Dalance

. due@eountradaein . ..
- Net Trade in
"Algwance ..
Total gown Pnymam L‘ “+ - o
Uapaid nalancs of caah Q> o.mt H-] Sunar

. AMOUNL BEII O GIAGID ON TOUF Hakiiit

b JPUNIIGN ¥ IO o PR

a. To INAUrBNCE COMPAMIOE . .. e cn s oo S ST 53T
©. Ta public oMiciaia tor hiing,
ncense and ragtSrolicn .. el . 0l 3 LA
» e To
R 3 HY A
4 T
s N

c TOMBL QTN G (A = O 1 O % il) e e e e e e e e N
| AmM0uMm FInANCan . PP
‘Propeid Financw Chargu . .. e e . & '...-LJLL

tate Chargoa It-any gaymernt is not Gala 1 full withtit ten (10) ¢ays aher ity due, You.
pm pay 3 Late Crarge e-quul 1 335 Q! the unpaid amaunt of the paymaent.

¥ CHECK BCX IF APPLICABLE L)

L.L.C. PAGE B2

‘Poy: YORIOMisa 10 pay (6 Us, of 10 Our order, the Principal
{defined balow) plug iINMarest atine annuat interest rate indicatea
beiow. The term “Principal- Amount’ means the Amount Financed

. plus the Prepaid Finance Chargs listed. in itam 9 of the Itemization
. of the Amount Financed. intaresal wiil he" figured daily an tha unpaud .
- Principal- Amount.on a simpte.Interest ‘Dusis,-beginning on the data of

tnis Aciruomum and continuing. untll paict 10 full. You promise 1o make
monthly payments according. le. tna’ paymaent schaduie .above on the
sama gay ot wach month, If this Agraemem providas for a variablg annual
rate of intarast and tha rate. chapgen:. tha Number of paymeonts may
change. but the amount of each: paymam wiit remamn the sama {except
pernhaps for the tast pavment),

-Annyal Rate ol Intereat:

Marn the apprapriate tox wilth an: "X‘ . .

32 Tne anriualirate of interast of tms Agrooment is __._u.....&:__ %.

[ The annual rate af.interest in eftsct on the date of this Agreemant
18 e %, WRHICN 16 . PECCANIAYA PRINS IN excess of the
“Prima Raie” {as explaned baiow) lor the.calendar maonth pracsding the

- month in wiich this Agreement ia. sigined. Therannual Interest rate will be

adjustag on. e first Danking cay at sach manth ta equal the “Prime
Rata” deatermined lor ths pravious month, plus the same number af
Ean sentage NNINE. “Prirne Rate” Means 1he average \weukly Bank Prime

oan Aate as pubiished by the Board of Governurs of the Federai Reserve

System in Staustical Relsasa M. 15 tor me woek which includes the 15 -

of tne'mantis. The annuai’rate of interest will NOL. axceed 24%.,

nas signed this Aqroemant lor tha sofe purpoea of waiving or subordinating any joint or -ncnoate ntgrast that he or'she May have n me P(opony

Rocurily (nterost. i orda 't

o focure Al AMouMs aue unaer this Agrasment ana any and all.renewals, axtensians and retinancings or amy: aMounts gue unaar tris.

Apraemem You heroby gran! -] Uu a aurcnaso money security interasat in the ?rnpen‘y all procesds and replacaments of ina Prcpeﬂy ang aft addmons and

ac..esstons 10 the Propcny : )

YOU AGREE THAT THE ADDITIONAL TEARMS AND CONDITIONS ON THE REVERSE SIDE OF THIS PAGE ARE INCORPO-

RATED BY REFERENCE; WRHICH MEANS THAT THEY ARE PART OF THIS AGREEMENT JUST AS tF THEY WERE PRINTED
RiGHT HERE. YOU ACKNOWLEDGE RECEIPT OF A TRUE . AND’ COMPLETELY FILLED IN COPY OQF THIS AGREEMENT AT

THE TIME OF SIGNING..

COS!GNERS' Reac the Irppcnant notice on the rsverse s:do befors you \ugn zhns Agreemem

W %9’

4 /2 OATE

" WHITE - BANK

o. BQRROWER §|GNATURE e

CANARY - SELLER

DaTE

RERV NP
Lasinsa

. 'PINK - BUYER -

Sl e

-




CITIPOWER, L.L.C. PaAGE 3

MULTI-PURPOSE .
CONSUME}. _NSTALLMENT LOAN AND'SECU} " 4 AGREEMENT .

: SIMPLE INTEREST (KEN‘TUCKY) oo ’ nesea iy :
‘Motor Vehicle CLVTTOMEE 1 . ' s
‘Borrower (and Ca-Barrawar) Seller - pyryerpar o 1Y PN T e

13 - . NAME e " .
- |e:l:ar_’. Lt COURSTHOn 100 ity %‘{,‘2’;“,"'& P Tent e T )
) Wi ey - o o aer ) P
City e : State - Zip R City ._ Gt — S V1 zI0 Y

cInnis Agreemont, the worar “You." “Your” and "1” rnaan sach and every dorrowar or Co-Borrowar who signs at the bonont of this sage. The words “Qur,” “Us*
and “We" mean Bank Qne, !‘.nn‘:ubhv MA. the Craaitar. Trns 10380 15 10 INaNca Your purcnasa of tha prapeny casarihec heiow (tha "Property™) from tha Sailar
ldenmlec Joova (tha "Seltar’), who arranged (G tNis axiension of craait, 5

P . B
r Mawe Boday Type Yoar ‘] New or ' lgentitication Licensa )
i . ! (BEY.1-] Numoer - . ' NumDer
I4
i
' . 50 I ..’L U T RESE 10
Rocessories JRaqgio  T)Aum Transmussion  (J Power Steering () Power Brakes  [71 A Conaninning (2 Othes
: - T Tremtar 1
- *TANNUAL . *FINANCE Amount H Total of
“§ PERCENTAGE { cHaRGE* Financed | Payments 3
DATC Tty Gunlar arncuiil e h bia Gendan! OF Lreedit , Tihe armuunt You will N
The cos! of Yaur cragit aredit will coat You. proviaeg s You oOr on | nave paid atter You 4
as a yearly rate. Your Bonait. hhavae made all pay- $
monts as scheauted.
AU 3 % (.l od TWLELONT L S\
AP N - .. G4 7 £ FWLE, GNE i
- ———
- Your paymeunt schadule wil ba!
| Number of Pa-menm ! Amaurit of P_yrnem. t When Paymants uro Lue
- T - NHEK) o —— 4 q Y
i e 15 I | _aMontnly peqinning - BB NEERY TR .
_[F: . s SR ! _monthiy Beginning Bl 3. _. 19 | _.
1T Vartanie Rats: 'Mirk box witn an "X it spplicania). I Ihe no« is marked, ihe annub! parcantage ram Mmay iNnCraasa during tho torm of thia tramgsachon  Ihe :

- Bank Prnme Loan Rata, as pubiitsnad Ly e Boarc of Govearnrs of the Fodaral Reserve Sysiom, inCrzuses. The nierest (arg will nat increase above 23%. The 1
- rato will NOLINCIEAYG (VI tNAM ON e Yvely MONUL Any 1Cfedse will take thh2 form of moura paymernts. For axample, 1t Your l0an were tor 510,000 at 1496 for i
- towr ysars and the rate incransed & 15% 1N twO v3ars. yOu wOuld have 10 1nake one adaivonal payment of $77.18. . 4

Late Charge: It a4 payrnsrt s Mmory 1han 10 days lale, You vaill Da'chargead 5% ot tha paymant. . ‘
"' Security: You ara Qiving « uecun.y wnarest in tha goods or Propeny peing purchased. and any rvronev or proparty You va Jeposiea with Us.

Flling Fees: S RN . .
" Prapaymaent: it Yau ray Off surly, You may Nava 19 pay a penalty. . M
.o CHECK BOX O3 Assumnption: Someone buying Yaur principal dwaelling cannot assume me remainder of the Ioan bn the ongmal torms. :

IF APPLICABLE
L' See Your contract documans tor any addiuomal Information abou! non.payment. dolaylt, any raquired repaymum in fuil belurp the :chaauled cate, and

Prapayraant rafunas.anct penvites

. INSURANCE:
17 Craat iite insurance anc credit acrlgent and heattt ingurance ure Aot requlred 10 obtain creaqit, anu will Not be provided unless You sngn and aqrea to pay

" the aocuional st
Tvoe Praenium Signature

‘ r Croait Lite

| want cragit llle Insurance.

Es [N

1Signaturs}

iSignature)

1
|
!
| :

;| . . —— . R
| T :
;

i

| want cradit accident ana heatth msurance

. . . . - + . . B

Craq:t Accicant and
Healt Insurance

N TR

(Suqnalure)

You may obtain prapeitycinsurarnces trom anyone You wanr that is acceptabie to Us.

You may obtain Londer's Single intarast Insurance fram anycne You want that is accnp able o Ua I1f chackad beIOw You havs e!ectstﬂxdubtam
Lonsar’s Singie Inxaresl insurancs from Usg for tho cost ncicated. .

L PE Landers Singia IN(ar@sin3uUranGe oo e e e e e e e

“ . ADDITIONAL INSURANCE INFOMMATION

A, Oniytnose of You whe signod above requasting Cracn Life andior Craedit Acgident anad Haalth insurance will ba cuvaraed by that type of insurance.
> Crandlt Accrdent and Reaith insurance is avaiable only 10 one poradn, ) ) .

B. You are requirad to obtain Colllsion, Comprehensiva anda Lender's Single interest (nswance. . : ‘ .

C. Oniy tha Insurance for wnich a specitic Sharge is set wut above will ba turnisnad by Us, . ) !

g Lyl20 071 T+ Jao/a @55)-66 ﬂ/ 6,7 -l

LA atl. L3y 97 0L e ap - ahalas o

Hell '3 7 p,

D07, 0y 12v2)6 7 2

D! . :




1n1/14/19392 12:19 58K2762834 ' CITIPOWER, L.L.C. PAGE 94

Herniepdion ol tha Any

oo - - : N
. Promiae ta pay: !u romisae (0 Pay 10 Us, ar to Qur arder, tha Principar .+
“Cash Prica (InCluding 30i03 O uas ta) .. ... S A SN pey. ot Py e ! par :

T Amount (getined bislow) plus interagt at tha annual interast rata ingicate

below. The term “Principal Amount” meana tha Amouni Flnance:

K 2. Cash DOwn PayiMuit'.c. . ceerveeins caverecen e 8 oot oy em e
. 3 Tadein e $ o b A . . " plus the Prepaid Finance Charge listed in. item 9 of the ltemizailo
Ls8s D1aNCo . 0f the Amount Pinancad. intgraxt will Do figured dally on tne unpal
: Principal Amount on 8 simpie- Ntarest. bass. beginning on the date o

dusonimden 5§ [l Gl this Agreement and continuing unul Paidn Null.. You Dromise 10 mak
Net Trade in e montiiy paymants according:to the payment achedule above on tha
3ama aay Of aacn monin. If s AQrearnent provides tor a vanaole annual . *
rate of interast and the rate changes, the number of payments may
change vt the amount of each paymant will ramain the sama (excopr
pernaws Wr the last payrment).: . : -

T OANOWANEd ... . . .
. Totuat gown Pasment (2« 3y L. L L L.
. Unpaid oalanca af caasn pocs-mind 19 Seuar |,

Armount paud 1 atners on YO anap!: An | Rate of Interest:

. . . T3 o t . .

a. Toinsurence v:om.:mm‘as. e e e e e tark tho auHropnate NOx with an- X e .

2. To pu3iC oMz of nitog, 33 The annual rate of interest of tris AQreament is P rarr i G
liconce ang ragisteation . ... e 3 e e el i L‘T The annual rate of interest in effac! on (he date of (N3 Agresment .-

[- AR

v ¢ To [-Jpa— %, wihichis . SOrGOMAQEe ROINIE IN AXCass of tha . -
: - E b "Pricne Rate * (a9 expiained BaIow) 1Or the calenaar montn preceaing e .
L 4. To b monen» which tnis Agreement (5 £igned. The annual interest rate wiil ba
h ) T S - . - adjusted on the first banking day ol each month 10 equal the “Prima
u [N SIS - JSRIY 13 S 4 SR Rate” darerminaed for tha previous month, pius the same number af v

IR S VAR 7 ) S percantage points, "Prime Rat@”™ Maans tha average weekly Bank Prime °
8. Amount Firancsd . ... .. .. .. RN Ry I T) T § G l.oanRate as puoiisnect by the Board of Governors otine Fedaral Reserve '
9. Prepag Finance hargs .. .. e PRSI . Systern in Statistical Rolease H. 1.5 for tha week which includus the 151 i
- - - of tne inanth. The annual rata of intarase will not'axceed 24%. .
Lato Charges: H any Laymant ia not pad in tall within ten (10) Javs after 1113 due. You - .
will pay a Late Charge +Qual It 4% of the unpaid amount ot the paymaent, : ) L T

7 CHECX BOX IF ARPLICABILE ] . - . . oL
T waiving or sutorainating any Joint or InGNNAate interest that he or she My nava in the Praperty.

‘Naz sigrieg this Agreemernt 15 1A S8 purpPOse <
[ Security Imerest: In oroer.to seCUrY Al amoumMs due unaer thic Agreoement and Any anag all renewals. axtensions and refinancings ot eny amounts due under this
AgreeMant. You haredy grant 6 Us 8 DUrcnase monsy 3Acurity nierest in e Propeny. ol proceeds and replacemunts of 1he Pyopgnyﬂ ana ali aagditions ang. .

aCCessions 10 ine Propurty. '

- YOU AGREE THAT THE ADDITIONAL TERMS.AND CONDITIONS ON THE REVERSE SIDE OF THIS PAGE ARE INCORPO. "
RATED BY REFERENCE, WHICH MEANS THAT THEY ARE PART OF THIS AGREEMENT JUST AS IFTHEY WERE PRINTED .-
RIGHT HERE. YCU ACKNOWLEDGE RECEIPT OF A TRUE AND COMPLETELY FILLED IN CORY OF THIS AGREEMENT AT

THE TIME OF SIGNING. . ) . )
COSIGNERS: Read the Important notica on tha reverse side befors you sign this Agreemaent.

4 ges o fR B . ‘/‘; ’ ) R . o .
-—Zk/rvé‘-ﬁ-,—;:'é#&i#g.u(/.{/l/ /s //sd. - e
- /v B . »

7. Towsl ot irem @ (a + o = 3+ 2y

-

AR PSRN

vare’ © CO-BCAROWER'S SIGNATUAE T ’ DATE

BRI SIS . AR AN I
L2 s

WHITE - BANK CANARY - SELLER . PINK.BUYER

SSTUIQL I AU L LI, W T UL ID D E T L4 Gt DU 1 A ghi1e0- 800 b emid & ot o e s e




1o a s 1437 1l [RYRE e TLTIPDWRER, L.L.C. PaGE 83
BANK OQF MOCREARY QOUAITY CITIPOWER, L.L.C. a)
P.O. BOX 160 P.O. BOX 1309 e 33034 g
WHITLEY CITY, XY 42653 WHITILEY CITYZ, Kf 42653 Dete

_SEFTEMHEER 30, 1997 |
Maturity Date SEB . 39 L 299;
LENDEN'8 NAME AND ADORESS Loan Amount ¢ 18, 872 .16

*You* mosnse the Lender, Ity snuccuesors und assignn.

ANRAOWER'S MAME AND ADDRESS Renswal Of
T “1° inel 7 1 )
TEAMS FOLLOWING A E l APPLY ONLY 1F CHECKED inclugys sach Jorrowar ubawvm, jointly ang soveraily. SSN: 61-1305266
IOTE - For voiue reCaivod. ) OMING 10 DAY 1O yOU, Of YOur drdur. ol your addrmun yhowve, the sum of: w‘ - ‘THOUOSAND

SEVENTY TWO AND 15/30QQ% ¥ & & + &+ * * % & & & * % & = & &« * % & * o5ouaesl8,872.16

:.l ADOITIONAL FINANCE CHARQE - | plac H(T9e TO DAy an Investigation fee of $ . and it will de D withhetd from t(ha procoods.
puia pra rata over tha loan term, D patd v Cush, (The sUM sOOVE Mroddy inciudes this ftue uniass it is paid o cash.)

AYMENT - | will pay this note ae foliowa:

tm BXin 48 inswaiments ot s 393 .17 aach, Saginning OCT. 30, 1997  and cantnuing on the some dav of sseh XX month
.|

theraastfter unt! pald tn full,

o1 I3 tothan

AYMENTS - This ls a orocamputed Note which Maans that tha sum | havae oyruwd

1 pay airesdy includas tha 1INeNco chargos Oaysble hareufur to Maturity. LATE CHARGE - | agres to Doy 8 late chasge on the portlon ot any pasyment made

REPAYMENT - | may orapay this nate in whoia or in pare at any ima. However, more then 10 daya atter it 1a due aquat 10 5 - 000*
Ay panisi orepavyment wil Not raduce OF uxCulé wny subssquantty uchedumq
nymamos unul thia no'm (3 pald In full. It 3ynd whan 0repaic in full, V1 LALH TNaTUlity of the ungaid amount ug (o A maximum of ¢ S . 00 .
acCColerwtion, the finency Qhar wall D8 recalCuistad to o ! th ] .
hount then aue aras genlGulntad to darorming INe XSl POST-MATURITY INTEREST - Interest wiHl scorus at the rete of 9.549%
uging tho Rule of 78°s mathad, it tha moximum finance chargas pannirtad is E:,’;. :,..'l,g: the balance of tNis nots not pald at matusiy, wonmg ma ty by
charged for this loan. .
Thiz losn s made undar Kantucky Ravited Statutes, Chaotar 287 .
D uvaing the propartional rato methad. THE PURPOSE OF THIS LOAN 18 - BUS H
0 refund colcuistod to ba less thon 91.00 will be made. TOTA 4 ~-RINNER
xullmMUM FNANCE CHAKGE - | agive 15 pay 8 minimum tinancs charge of
10.00 it 8t the time | pay ot thio nate and aftar npolicatian of the

Bato 'ormu[n vou h-n nat earned that mueh (N 1inance cliurguu.

ECURITY - You tiave canrtain rights rhat may aftast iny (wOpoNy ué anniained an pege 2

ta} XXm. loan ls cecured hy LE 2§ ZQZQQ 4 ~RONNFR m 97 .
(-1 sz.:unw Agroemont - | give you 8 secuiity Interust in the Property dancnuad betow. AR FHARLES iﬁ}?; in this Propsity and the obfgations s

agresmont aocuraas are detinad on pege 2 of this sgreement. 1995 m&a HITIVNIFWIXS0193170

>
purposos.
umum. PERCENYAO: RATE FINANCE CHARQE AMOUNT nm.nesa 'r L OF PAYMENTS
o A
Na coar at My ol Tha Jolior armuasnt the Tha -moun'\(atemlg J#ﬂw‘mnunl t wil hove psid whan ! h'ﬂf“f,":,\'lg,',‘,‘“f:,(f::':? ‘;'.‘M.
oo o yaasty fete, Crault will wuel (na. arovided 10 na o ,_‘,I-\- Made et aLPACLIEI BB Mand Amount Ansncud.
9.949%|¢3,355.16 }%18.872.16 " remienan.

Vy Payment Schedule wiit De;

NO - | do not want

tumoer of ™yymaeres Amoum of Paymants an tamizatton.
48 s 393 17 “e” mesrns an eaumare.
] +17.00 Kling Poas
¢ . [ Nonfiling insursnae
[ Rh7ERY
Jecurtty - | am Giving 8 securlty Intarast in: ot ducrlo«ou«f’rﬁhw oroperty) 1995 TOYOTA 4-RINNER S SPEED
ﬁ e Yyaods Qr propwrty bemng purcpdﬂaq '&‘. ?{t

tl 10 the payment of monuy trom ¥

mﬁﬂptvmom made moro hen _____ 310  deys atter it 1s due equal to 5.000w ot

O mv saposit accounts ana o(ru(p
ate Charge - | wiil be chargoed a )a &
the unpsid amount up to a ma-nn_
Required Depanit - Tha annual D 3]
*ropayment - it | pay oft thia note um) l‘

CaNn see My OO Sat GOOWTIAMS {05 wNy adchUs m‘;\h;g;% %o&q.m;nauvmum deluuit. any required regeymant balore the acheduiad dote, end prepevinent refunds ard penalUes.
Sy
IEIMY INBURANCE - Credlt life insuronce snd of&é{?‘!.ullh Insurnnce ure not ITEMIZATION OF AMOUNT FINANCED
juifod to odtsin Grodit. 0na will NOT de Providec unless | aign ond aQrea to pay AMOUNT GIVEN TO ME DIRECTLY L] ____L&_‘_SQQ._O_Q____
9 sadicional cosra. : AMOUNT PAID ON MY (LOAN) ACCOUNT ]
pe Premium Term s
sai¢ Lite AMOUNTE PAIO TO OTHMEHS ON MY BREMALE:
sait Haann . 1o Inqurance Comoanlas »
int Cradit Lila to Public Officlals @ 17,00
L
j do D do not want cradit Hts inaurance. P
j do do not want cradit haaith lnsuranca. .
j do D da nat wont joint cradlt lito insuronce. (losa) PREPAID FINANCE CHARGE(S) s
J g0 [ ao not wane insuranca
D008 Amount F d . 15,.517.00

o0

JPERTY INBURANCE - | may obtaln property lnsurunce from anyeno | want that (Add all ltam3 tinanced and sudtract prepsld finance chames.)

Bccaptabls ta you. It 1 gt tha Inauranca trom of through vou ! wil pey gioaTuREs 1 AGREE TO ET RMS SET OUT ON PAGE 1 AND
ror of cavurage. PAGE 2 OF THIS AQREEMEN | HAVE RECEIVED A4 COPY OFf THi8
DOCUMENT ON TODAY' S DATE.

IGLE INTEREAT INBURANCE - { muy Obtuin alngla Inturext Insuranca trom

c&%ﬂﬂﬂoﬂcamw PAGE 2 BEFORE SI1GNING.
ane | want that |8 acceptable to you. !f t got tha Insurance from or through you R . . -
1§ pay 8 tor ot covarngo.
Signaturey BY:
Optional or wharo nacossary tor Ming this Securily Agresmant. JAMES AQIRD, VIQZ PRESIDENT
for LLengar
PRESTDENT Signeturs
SR e ar P I e et Semem mmm et Fai mAm e —

ICOMPUTED NOTE, DISCLOSURE, AND SECURITY AGREAMMENT




ADDITIONAL TERMS OF THE NOY

EANITIONS - “1." “me” or “my”
WN othar parson or lagel antiry (ingluding guarantors. wndoruurs,
no ugrews o puy thia Nota (togathar refarrod 10 a3 “uwu™). “Yuu™ o
o Lendesr and te guccossorn and aaaiyna. .
PPLICABLE LAW - This note and any sgreament sacuring thig nota “will ba
vomad By the luws of the otate of Xantucuy. Tho tederul Tiutnh-n.-Londing
{owuras on pugs | ore disciosures only wnd ire not lntanded 10 be terms of thiy
remt. The twct thet atsy part Of tNts NOotY Cunnot ba sntarced wiil not uffece
a1t Ot this NUta. Any Chenge to this N0ty OF UNy J@resmunt Aocuring this nora

ba in wrming and signad by you und mao,

Y . The interest rata vnd athur charges on
heut rufe 01 clisrge nllawned Dy taw fOr tRis loan.
BT-MATURMY TERLTT - intarast will accruu on the

molning unpeld after tinel Maturity ot the rute spacGitivd &N 0ACw

* this soction, Nnal maturlty occura:

it this loan is Dayodio on damand wilh asltarrate paymaurt $atew(o). on *Hhe date

you Mmaxe demand {07 payment Of O the final siternats payrnent Jdotna.

whichever i3 aoriter;

On the gata Of tha inat schadulaad paymant of principuai: o

On tha Jate you scoslorato tho duas duts ol LMe 10an (demang immadinea

psyment)

EFAULT - | will be in defsult an this ICcAN and any agrasmant sscuring this foan if

v one or more ot tho tolowing ocgurs:

3 | tail to make u puymunt in full wihvan due:

) 1 die. am deciared incompatent. of hacnma Indoivant:

} 1 tail to koeDp any promics ! have made 17 connuction with this loun

i}t foll 1O pav. G kaep any Othar ProrMiue ON. uny GLAW luen ol ayreoment | Nova

with you,

it mako any writtan stetement or provide sny tinsnciul inforpution that is unrue

of Inaccutules ul the ticre (18 providoo,

) Any OreaNof of mifna uTIempts o coifact any dubt )
piocaadings. sut-0ft or 30it-heip reposuassion,

1) Tha Proparnty le demaged, destroyed of stolen;

1) 1 fall TG provida any odaittonul sucurnty that yOu May foquire;

t Any legsl wnUTy (SUCH au o partrieceiy Gf Corparation: thal has agreen 10 pay

this Nnotos mMorgas, diasolvas, raorganiZes, undy Ity LUSININSE W/ axislaANCe. OF W

panmtnar or Majrnty sraocknolder ding or I1s daclarad incampatsnt: or

Anything sisa hagpens thot cuuses you to bullavae that vou wiil have clfticulty

coflecting the wnount | oww you.

it any ol ue mre In datault on this Note Or TNy sacurity Agrasmant,

zorcise your mmadles egQeinst any or uil uf us.

BEMEDIES - It | om tn default 00 this (023N ar any ugredment sucuring this loan, vou

11 3

1) After 2ap0lving the rehate described an page Y. maka unpoid principal,
and all other agreed cherges | owe vyau urQo this oty inmediately due;

M Use the right Of sut-ott a6 sxolainad Daiow

1) Demend More security or Rew nnrtian oollqnlad 10 pav s loan {or both) in
rorurn for Nt yalng uny uthar raimady;

1) Mska s claim tor anv and all Insurence banetits or refunds
svellnble on My detaulr;

'} Use any remody you have undoer atats ar tedurul fuw; and

) Use eny romaedy gliven to vau in sny agresment saduring thlis lapn.
Oy choosing sny ane or mare of thaswe romadioes you Ju NOF Give up vour rght

3 use another romedy letar. By deciding Mot (6 USad aNy fomeady shoauic | ba in

.n:uu. YQu JO NGt give LE vour right L0 considor NS avant 0 dufauit 1t it hapgons

asin.

08T8 OFf COLLECTION AND AYTORANEYS® FEES - | wnares to pay you ail

1880NneDis COSte you lncur o coliact his deb! Of realiss NN any nucum.y 'rn-u.

icluden, uniesn DroNIBITed Dy 'aw, COUIY COuls ui:d rVGHOMADIe LILOrNaYe foos. i

Via (Dan 8 Made under Kentucky lleviseg Szatutes, Chapter 287,

Dur iwasONadie aTTOrNAys  fees Of up 10 18% of thu unpuld ooiunca vl this Note.

s long se tho aftorney (s NO( your salaned wnpiovee.

Inia pravision alsa ahall epely it | Hio a dotitlon or any athar oclaim far rellst

ndor 80y DeNkIUBIGY rule ar lvw af the Unltad States, or i,xuch ﬂb(,tlmﬂ’iﬁl‘ wt

lg#%m rallat la flied againat me by anothar. Y

+ 1 sgeaa that you may set off any smount dua und m’vabk! {[_‘v
s

moans anch Hartowar whi %Gns this nata und
it Suraties!
“yuutT heans

8 losn wili navar axcaad tho

anncipal balance
Fos DuIpPOuUE

uwe thiough court

YOou muy

intarost

that moy be

againet any right | have to recuive manay tram you.
“RIght 10 recCeive MaNeY trom you~ moans:
1) Any deposit account DelwniCe | Huve witn you; )
3} Any monoy 0wod 10 Mu O i 1M presentad 10 yYOu OF hhﬁ-éur poasussion lor
collacTion or axchange: and 33
) Any rogurGlisce Agresment Of ONel Nancdaposit obllgadon“—)
“Any smount duo and poyvable undar thia Nots” masni; ldh‘iotal amount of
Mol you wre entitiod 10 Juinund payriiwil under the termMs © K
ou sot oft. This total ingiudus uhy Lalance the
CGelorate under this note.
It my ngnht to receive Monaey {rom you g:;ﬁ?
ud to pav this note, vour right of i i
uuuon 8Nd (0 any othes smounte{ o r«iﬁ\
ndarmemaent. Your right of set-oH do
mere Aghts o only in a Iaolwmllvn copacity. |t 2is0 gges not apply to
ny Iﬂa\vrdum Aetirement Account o iR tax-deterrag rariramang.account.
You wil nat bo liabie for Tho aln o7 ot 3Ny chuck wha «HAshonar vccurs
acauss you sul Qft this dobt a -\’C% of My ucCcautily. @ 10 nold you

uw it iy sultt ‘rqq

anmiess from any such claimo » -lr'vag’ finouit of yaur uxud&d your right of
at-off.
ITHGR QECURITY . Any present ar tuy
WO YOu 0lso will gocure tha payment nf'b;/w X
i Nnat secure tNis 10aN:
11 I und ta the extent sugh praperty i3 In NG aq
2) It suoh propenty is my pnnclpel dwalling and IPIR!

notics of right of recciaaion: and
31 11 tnhia 106N is Made unduer Kentucky MHewiaea Statutes, Cheptor 287, and the
secwrity fe B tirst llan or tirnt Mongape on rowl vatuty. Howawvws, the property
socuring anothar debt will apply 10 thie laun It tihvw seCuiily is a tirgt ien or tirst
martgage on unimprovad rual es1ste not over 10 uciwe i size or s on rool
wsatate on which tharu is I0Ccuisd Or t3 De l0cuted a rusidential mobile homa.
IBUGATIONSE INDEPENDENTY - | und tand that my abligation to gav this loun s
woguident gt the ohligestian Of any 2o/ Ler30N who had A130 vQruud O poay 1T,
‘ou may. without notice, rulesss Mo or 6Ny Of ua. Jive UL any right you may have
.geinst mny af us, extand naw credit (o any Gt LY, Tf (HNaw Of change thia No(e
Na OFr Mora UMaos 8nd far any term, and | will 3rill Do obhgated 10 pay thix lown.
‘ou May, without notica, tail 1o oorfoast your sucurity Inturest In, impaelr, O relasse
My sOcurity and | will niill be obligated 1o pay this toan.
VAIVER - | wuive (to the axtent permitiul by taw) demand, presentment, pProtest,
wtice of dishonor end notics of proteat,
RIVACY - | agros thot from tima to time you muy raceive cradit information adbour
ne trom othera, including athar lendoers and credit /apocting agenclos. | agree that
‘ou may fumigh on a ragQular Dasis Credit sand sxponance mfocmartion rogarding my
s8N to athers sasking such Informacion. Tg the axtent psrmitted Dy law. | agree
hat vou wAll not be heble for an clslm arising trom tna usw of intornadon
wovidod 10 you by othars ar far providing such intormation 1o othurs.
IMANCIAL STATEMENTS -t will give vou sny tinunciui stataments or information
hat you fool s nacac:arv Al tinanclel statuinents wnd nformaticn } give you wilt
e COPIACT aNnd cOompl
JRCHABE MmONEY LOAN -1t this le u Purchuse Munsy Loan, you Mmuay include the
19ine of tha asiler an ths chock or draft for this lcun.

ment z-:urln};{’at‘}, othar debe |
-pu\yrmqwmg another dant

P
é pvnvicu any requlred

Bonners Syeterms, Inc,, St. Sloud. PMAN (1-800.397.2341t Farm ND3-PL.4Y 11/16/8Y

i agtua to pny\g"é

wuply tO 811 3ECOUNC Or other om!guﬂon :

[N S S

OF THE SECURITY AGREEMENT -

SECUHRED OBLIGATIONS - This security sgraement secures this loan (Inciuding an-
eetnneiona, rannweis, rmtinancings sand madifications) and anv othef debl t Nave
with you now o1 latar. Propeny dascribad i 1n1e socurity sgreement will Not secure
othor tuch deDts It you full (& give any reguired notice of the right of rasocission
with ranpect 1o the Fropeny, Also, this saCuilty agresmant wiil not sacuns other
Jabte it thia sacurity intarest (6 In houswhold Qoods snd the other dedbt la a
conaumar lgpn, This sAacurity agraemaent will lwet unul it is dischergad In wilting.

Fur 1he gola purpose OF aolmmmmg 1he axtent of @ purchuse Monsy aacurity
Inturwwt woving undaer thic saaudity agrevamsnt:

{ur Puyiants ON any NONDUIChass Maney (can als0 sgourad by thie agreement witl
not o doomad to apply to tha Aurchuse Money Loen; end
(B! Paymunis on the Purcha Monay Loan will be deemad to apply first to the

AoNpUIChsse Muney POMIOA Of thu luan, It 8Ny, and then (0 he Owchase

mMmonmy oBlIBLONE I1n the Order 1n which tRe {tTaMe waro scquired.

Mo n-lcurlty 1tereet wiil be terminatud by application of this formula. “Purchase
Moray Loun” mauns any loean (hu proceads of which, In wnoie or In part, are used
10 acqQuie ANy Droperty wecuting the loan and all axtansians, renew
consghganons wnd v-lmun:lng; ot such loan.

PAOPEATY - The word “Proparty,” 83 uscd hers, includas all property that Is listed
In Tne secunty agreemant an page 1. Il a gemeral deacsiprion is used, the wora
Property !nciudes wil riy property l.ufnn the genaral dasaription. Proganty also
moans all benotits that snéa trom the descrided Propen {inctuoing all oroceeds,
ineyrance bengtits, paymanta from others, interest. donds, stock sulits and
votng rights). It Biso Maena prapemy that now or lutur Ia attached to, Is » part of,
of raGuits from the Propu

OWNERSINP AND Dunsg TOWARD PRQPERTY - Untess a co-owner(sl of mo
Tropenty signed » 1hird Darty agreament, { raprusent thet | own all the Proaparty.
Wit dulund thu Prupurty wyainst 8Ny other claim. | agiee to do whetover vou
Tauuite (O DerMBCT your intarast and keop yaur oriarity. ) will not do anvining to
harm your position,

I wilt keap the Prop: OJ in my poesasaion {excepc it thgud end deliverea to
yQul. | will keap It iIn go ropaic and usa it oniy for Rte tended purpousa. | will
Kuup it wt My address uniesx wa agrea otharwise In wreiting.

] will ,at tiy 1 well Of transter the Property, o¢ permit the Propernty to becama
B1I3ched 10 0Ny 108} UEIBLE, WIIROUT YOUl writlen CONnsent. | will pay ail tazes and
churgus on the Propaity 3s they bacoma due. | wili inform you of any toss ot
damaga 10 the Property. You have the rght ot rousunuble access In Qrder o
insgect the Property.

INSURAMNCE - | ugrue to buy insurance on tha Property egeinst the risks and for tha
winouNls you (eqQuire. | will name vou 5s 1083 payes on eny auch policy. You may
raquire acded soourity On this I it you ugree thut insursnce proceeds may 2o
Ussd to repmr or regiace the Propdsty. 1 agree thar it the Insusende procaeds do not
cowar the amounts | 41t OweiyGAST wilt pay the ditfsrenco. | will buy the insurance
trom = Men suthorized to oolbdg.holt In Kentucky. Tha tirm wik be russonebly
sccuptable 1o you. | wilt tnsurance untll all debtn secuisd bv this
agresmant ure puid,
DEEAULT AND HEMEDIES - It 154y
tha nota partion gfiaig documorm-

ADDITIONAL (M

SlQ datault. In eadition 10 the ramoedius listed 0

may:

(0} Poy taxes o#:Q ’y\ g arp fchuae any foQuired insurence. If | fail to do

these thi & , NUBa (0 do wal. You may add the amaunt you

pay 1o thia ourt FrarRrueiflatexton that omount at a rate oque! (O the 7ate

shawn In the “POST: TAMRI «m &8T" parsgraph on page 1 unth peid In
L

tun; - -
o) ﬂnmu guthar the Propet alated records and make it avalable

6 Ve o Monublv fuwhlon;
{as “T‘qk‘. YV, (;006s0%33:0n of the but In dolng s0 you may not
Sl Rreash ma’p.im; (ar unlawtully 0ntor offf0 My pramisav. You muy ssil. lease ar

“>'diapose ol e Prpperty 33 provided by Inw. Yau may apgly whaot vou raceive
Sfrorn tha safd\ativne “ropery t yOul oxpuiises uid thon (0 the J8Ot. It whay
> ffAI0 the ea3ie of Ihu Prupenty Is lasa than whet | Owe vOu., yOou may
M nu\wqbvn 10 recaover the Siffurenace (10 the axtont purmitiod by law); end
Frobarty to svristy tha dobt.

&’%\’hl when you must Qive natlcs t0 me of your intended sale or
i the Property. tho notico is ressonabdie if it ls sent to mae ut my laot
€ y frgt clese mall 10 days betore the Intended aule o¢ dtagomition. |
E‘) in wiiting of any chsnga In My uddress

hit seQurily sgreemesnt mouy be usad as a tinancing stetemant

AT

THIRD PARTY AQREEMENT
er the purposas of thu provisions wuhin this encloesura, "1," “me" or “my"~
SpANE the person signing below and "you® meens tha Londer Idantifled an
[ 1 LA
srils agres to give you 8 sacurity Intarest In the Property that 1 describad on
Pegs !'. ¢ AGREE TO THE TERMB OF THIS NOTE AND
ﬁjﬁECURITY AGREEMENT SET OUT ON PAGES 1 AND 2. buc t am
in ng way parsonaily llapia for payment of the dent. This means that It the
Bariuwer dutaulls, rny interest in the Propenty may be used to setisfy the
Borrower's dubt. | agree that vou maeay, without ralenaing ma ar the Propernty
trom uuy Third Purty Agreamoent and without notice or demand upon meo,
axtand New credit 1O any Borfower. (anaw or cn.n?. this note of secuifty
BQIUeMENt ONY 9f MAare LMaes and fOr any term, or faif t0 perfect ur secufity
Wteivel ¢y, unpair, or relu.s- any sacwity (inctuding guaranticsi for tha
obligations of any Barrowe
i HAVE RECEIVED A COMPLETED COPY OF THIS NOTE AND SECURITY

AQREEMENT.
NAME

x

NOCE TO COSIGNER

You (the cosignar) sre being ssked 1o guaranty Thia dedt. Think carwtuily
Before you do. if ths borrower doasn’'t pey the debt. you will heve 0. Be sure
vyou can afford 10 pay it you hava to, and thet you want to socept this
foaponsibitity.

You misy hmve (O PAY UD tO the full amount gt tha debnt If the borrower doss
not puy. Yau slso may have 10 poy late (aes or collaction caata. which increrse
this amowunt.

The croditor can colleot this daobt from you whhout first trylng w coflect
trum the bonowel. The Creditor cun use ths sams colloction mathads agaeinet
you that can be used sgoinst tha hormowur, such as suing you,. gamilshing your
woges, ec. If this debt W wvor b delaui. that fact may bhecoms pant yours
crudit recocd.

This notice is Not the con/ocT that makes you llable for the debu

Attach FTC “Preasscvation ot Consumar Ciasima
and Dafansas” Naticu It Applicedie

(poga 20/ 2)




BANK OF MCCREARY CCUNTY CITIECWER, L.L.C.
P. U BOX 160 P.O. BOX 1309 Loan Numbarﬁ?)g‘ls-/ 22-/
WHITLEY CITY, KY 42653 . WHITLEY CITY, XY 42653 ’ oate _FEBRUARY 10, 1998
Maturity Date FES. 10, 2002
Loan Amount § 22,742.40

BORROWER'S NAME AND ADDRESS Ranawal Of

TEAMS FOLLOWING A D APPLY ONLY IF CHECKED “I* includas =ach Sarrower abovae, jointly and saveralily, SSN: 61-1305266
NOTE - For value raceivad, | promise to pay 1o you, or your order, at your address absva, the sum ol:mn‘f TWO THCUSAND SEVEN HUNDRED
mmmm4o/100* Kok ok ok kR k ok ke R Rk ke ke ek a0 022 74D 40
&AODINONAL FINANCE CHARGE - ! also agree tn pay an invastigation feo of $s16.00 , and it will be Xﬂ withheld from the procereds.

D paid pro rata ovar the loan term. D paid in cash. {Tha sum aboven already includas this foe uniess it is pad in cash.)
PAYMENT - i will pay this note as follows:

ta) ZZXin 48 instaliments of $ 473 .80 sach, beginming MAR. 10, 1998 and continuing on the same day of each K& month

D thaerealter until paid in full.
i) (7 tothen

LENDER’S NAME AND ADDRESS
“You" maans tha Lender, its successors and assigns.

PAYMENTS - This is a precomputad note which means that the sum | have agreed

0 pav already includes the finance charGes pavabie hereafter to matunty. LATE CHARGE - | agree to pay a late charge on the portion of any pavment made
PREPAYMENT - | may orepay this note in whoie or in part at any iime. Howavar, mora than 10 days after it is due equai to S. 000%
any partial prepaymant will not reduca or axcuse any subsenquantly scheduled

payments until this note is paid in full. It and wnan prepaid in full, of ygon matunty 0! the unpaid amount up to 3 maximum of § 3. 00 .
Oy IP® finance charge will be recalculated to detarmine the exact  poer MATURITY INTEREST - Intarest will accrue at the rate of 9.450%
using the Rute of 78's method, il the maximum tinance charge permitted 1s ::;;{:f;(,::'ma balance of this note not paid at matunty, including matunity by
charged for this laan. This loan is made under Kentucky Revised Statutes, Chaoter 287

{3 using the proportional rate metnod. THE PURPOSE OF THIS LOAN 1s . BUSINESS: PURCHASE 1996
No refund calcuiated to ba less than $1.00 will be made. TOYOTA TACCMA 4WD PICKUP
xxMINIMUM FINANCE CHARGE - | agree to pay a minimum finance charge of

+10.00 it at the time | pay off this note and after application of the
rebate formula you have not earned that much in finance chargas.

SECURITY - You have certain rights that may affect my property as explained on page 2. This loan XX is D is not r secured.

ta) X mhis toan is sacured by 1996 TOYOTA TACOMA ID #4TAWM72NXTZ085991. dateds FEBRUARY 10, 1998

(bl XXSecumy Agreement - | give you a security intarast in the Praperty dascrined Seiow. The- nY giving you in this Property and the obligations this

agreemant secures are defined on page 2 of this agreement. 1996 TOYCOTA TACQCMA™ 4WD PICKUP

#4TAWNM72NXTZ085991
mti P}onar( usad for BUSDIESS : ) purposas.,
ANNUAL PERCENTAGE RATE FINANCE CHARGE AMOUNT FINANCED = TOTAL OF PAYMENTS  have the right to racaeive at this
The cost of my credit Tha dotlar ammint the The amount df cremit The amount | will nave nad when time an itemization of the
a3 a yesrly rate. crect will cost mae, provijed (o me or on njv Deh_n“. k haye moade all scheduiad payments, Amount Financed.
: 5 YES - |
9.467%]+3,871.40 *19,871..00 222,742.40 2 Ramizatian.

My Payment Schaduls will ba;

Number ol Paymanis Amount of Paymants Whan Paymants Are Due: :‘noil‘ekdi:a'x‘:%(n‘.‘“m
48 $473.80 P'UN’I‘I'U.M BEEII\INDJG MARG{ 10, 1998 “e” means an gstimats.
i $17.00 Filing Foes
H s Nontiling Insurance
$

Security - | am giving a security interest in

D lvbnel description ot other pmnm(y) 1996 TOYOTA TACCMA 4WD PICKUP
MWWZNXIZOB D

XK tha goods of proparty being Dulchls

Late Chearge -

{ will be charged a la:(a 10 caysatteritis due squal to S5.0000 ot

| can see my tor anv

onpaymant, delauit, any requirad renayment befora the schaduied data, and nrepaymaent refunds and penalties.

iITEMIZATION OF AMOUNT FINANCED

CREDIT INSURANCE - Cradit lifa insurance and credit' haalth insurance ars not

requirad to obtain credit, and will not be provided unless | sign and agree to pay AMOUNT GIVEN TO ME DIRECTLY $ 18L836 .00
the additional costs. AMOUNT PAID ON MY (LOAN) ACCOUNT $
Tron Promium Tarm TO LENDER s 16 .00

Credit Lita
Cradit Heaith

AMOUNTS PAID TO OTHERS ON MY BEHALF:

to Insurance Companies $ 18.00

Joint Credit Life to Public Otficials  § 17.00
$

] D do D do not want cradit lite insurancs. s
i D do D do not want credit health insurance. $
1 00 g0 O 0o not want joint cradit lite insurance. llass} PREPAID FINANCE CHARGE(S)  § 16.00
I D do D do not want insurance.
X bos Amount financed $ 18 ,871.00
X 008
PROPERTY INSURANCE - | may obtain property insurance lrom anyone | want that (Add all itams financad and subtract prepaid finance chargas.}

is acceptavle ta you. It | get the insurance from or through you 1 will pay [To s 1nes . | AGREE TO THE TERMS SET OUT ON PAGE 1 AND

$ for of coverage. PAGE 2 OF THIS AGREEMENT. | HAVE RECEIVED A COPY OF THIS
SINGLE INTEREST INSURANCE - | may obtain singla intarest nsurance from DOCUMENT ON TOSAV'S 2:;'50 {CE ON PAGE 2 BEFORE SIGNING
anyone | want that is accaeptabls to you. If | get tha insurance from or through you C&%%' ﬂLE :
| will pay +18.00 {or 48 MO. of coverage.
Signaiure BY:
Optiodal or whov nacossary ! tor 5“:” Security Agreement. JAMES E. CURD, VICE PRESIDENT

Signed S For Lender

Titla PRE‘SI:DENI' Signaturg
PRECOMPUTED NOTE, DISCLOSURE, AND SECURITY AGREEMENT CONSUMER LOAN - NOT FOR OPEN-END CREDIT

1981, 1998 Bankers Systems, Inc., Si. Cloud, MN {1-800-337-2341) Form NDS.PLKY 3/15/33 {page 1 of 2}




ADDITIONAL TERH THE NOTE

DEFINITIONS - "L, "ing” or "my” means Aorrower «who signs this note and
each uther persun or iegal entity {mMcluding yuarantors, encorsefs, ang sufdties)
wRO agrees (0 pay tis note itogetnar referred 10 as “us™). "You” of “your™ meuns
tne Lenuer and 11s successors and assigns.

APPLICABLE LAW - This note and any agreement securing tnis note wil be
Jowarned by the laws ol the stale of Kentucky., The !ederal Truth-mi-Landing
disclosures on paye 1 are disclosures only anad are not intend=d 10 Ly terms of thiy
ufgamagnt The tact thut any Dart Of this NOte Cannot Le snfurcud wil 1ot attect
N rest of s NOte. Any Change to this nOte ©f any ureement seCunng ts note
NUST Le v wiring and signed By you and mae.

USURY - The interast rate and oihar charyes on this loan il never axceed tha
fighest tate of Charyy allovwed Dy law for this loan.

POST-MATURITY INTEREST - Intztest il sccrue nn ire pancioal balance
f2mngiing unpad stter tnal maturity ot e rale speciticd on page 1. For purnoses
ot thes section, final matunty o 5

ol U s 1001 iS5 payobue un demand wvith aiternate paymaent 1atals), on

YyOu take demand O payinent Of on N hnal alterngls

~NCNuver 1S earhor;
1b) D0 the Cate Of tha last sehedu'ed navment ot prncipat: ar
() On e date vou aCuelerale e dus Gate ol s Ioein

PayMuit},

DEFAULT - | il bu in detaull on this ioan onC anv agreament secunngy this ioan if

By O1tg Or More B the TUHOWINY BCCUTs:

tal | faii to muke o paysnentin tull when dua;

(D) | Jig, ar dadtaret incumpetent, of Becoing insolvent;

(2] 1 tanl to Xeep uny Dr0nMse | Rave Mads 10 CuNNecion ~vith ttus !oan;

td) 1 tad 10 pay, 0t kesp any other DrOMise ON, uny other 10an O ugreement | have
wilh you;

(e} 1 make any wantien statement cr pravide any financial intormaton that is untrue

Of MacCurdly al the tme 1t 1S provided;

Any creditor of una altemots to coilect

proceedings, seL-ott or sell-haiy repossession;

(g} The Proparty 1s darnaged, Jestioyed of stolen:

thy | fail 1o prowide any odditiondl sacurily thal you may ‘equire;

{1} Any lugal entty {such as & partnership or corparation) that has agreed (0 pay

this note merges, dissolves, recrganizss, ends (IS LDuSiNess OF sustence, or 3

partner ur Majonty stockhotder dies or 1$ declarad INComMpetent; of

Anytning 8lse happens that causes you 10 believe that you will have difficulty

collecting the amount | owe you.

It any of us are in defau!t on this note or any security agreement,

exercise your remedgias against any or ali of us.

REMEDIES - 1t | am 10 detault un this 10an or any agreement secuting this '0an, you

May:

(ar Atter applying the rebate described on page 1, make unpaid principal,
and alt other agreed charges | owe you under this nota immediately Jdua;

(b} Use the nynt of sat-oft as explained bslow,;

() Dainand more secunty of new parties obligated 10 pay this loan lor Hoth) in
return for not using any othar remady;

{d) Muke 3 clann tor any and 3l insurance buenalits or
available on iny detauit;

ta) Use any remedy you have undar stats or federal law: and

(1} Use any remedy given 10 you In any agresment securnng this toan.

8y choosing any une of More of these remedies you €O not give up your nght

10 us¢ anothar remedy later. By dec:ding not 10 use any remedy should | be in
detault, you do not give up your right 1o consiau( the avent a default it it happens
agan.
COSTS OF COLLECTION AND ATTORNEYS' FEES - | agree to pay you ali
reasonable COsIS yOu mur (0 cOiect this dedbt or realrize on any security. This
nctuces, unless protubited by law, COUrt Costs 3nd reasonabic atiormuoys’
Hus ioan is mave undwr Kentucay Rewised Siotutes, Chaprer 287,
your reasonabie attomeys’ tves of up 10 15% ot the unpad daiance ot this note,
as long as the attorney s NOL your saiaried ginployea.

This prowision slso shall apply f | tle a petition or any other claim for raliaf
unyger any u¢nkluuu.y rule or taw ot the United States, or if such oeunun a¢-oth:
i {or relict is flog against me by another.
SET-OFF - 1 agree tnut you may sat uit any amount dus and navabl
note against any ngnht | have 1o raceive money from you.

“Rignt to raceive money from you™ means:

{a) Any deposit account balance | have with you; .
{b) Any money owed (0 me on an iem presented to you of vf\ your pussession for
coliection or exchange: and
{e} Any repurchase agreement or other nondeposit obllganon.
"Any #n0unt due NG pavable under this note” muwans the total amount of
which you are anuitled 10 demmand payment under the tenus of this nats at the time
you set oft. Trus totai includes any balance the due vate for- wmcn you properly
acuuierats under (his Noty,

:he cate
payiment date,

{demand ummediate

(t

any debt ! owe through court

i

you may

interest

refunds that may be

tt iy nght to receive money trom you is alsa owﬂed by someuna who has not

agreed to pay this note, vour right ot sar-ott wilt apply 10 my ‘intarest inthe

obhgation and to any other amounts | cauld withdraw on my sole.’requast of:-

endorsement. Your ngnt of set-oft ¢oss Not apply to an account o other obligation
where (my rights anse onty in a representative capacity. 1t also dges not apply L0
any Individual Retirement Account of Other tax-geturied retirement account.

You wil not be haule tor the dishonor ot any check whun the dishonor ogcurs
because you set otf this debt against any of my accounts. ! -agres (o hoid you
harmless from any such claitng ansing as 3 lesull of vour exarusa of your right of
set-olt,
OTHER SECURITY - Any presant or tulurs. agruumam socunng any other debt |
owe you also will secure thu payiment of lh!t loan Propany aecunng angthar deot
will NOL seCure this tuan; .
111 1t und 10 the oxtent such property 1s in nou;enold aoods. o
(2} 1t such propuity is iy pancipal dwelling and you fail to provide any required

notica of nyht ot rescission; and
{3) 1t this loan 15 made under Kentucky Revised Statutes, Chapter 287, and the

secunty is a first lien or tirst mortgage on reat estate. Howavar, the property
securing another debt will apply 1o this loan if the seCurity 1s a first han or tust
mortgage on unimproved seal estatg not over 10 acres in size or is on redl
astate on which there is located or to be locatad a residential mabite homa.
OBLIGATIONS INDEPENDENT - | understand that my obligation (o pay this loan is
ndependent o} the obhigatiun of any other serson who has ulso agreed to pay it.
You may, without notiCe, felease e or any O us, give up ANy right you may have
agamnst any of us, extend new credit o any of us, or fenew ot change this note
oNne uf More times and tor any tenm, and |owili sull be vohgaled 1o pay this fvan.
fuu May, without NOUCE, tail Lo perect your SeCufily uiterest i, iNpair, 9f reledse
any secunty and | will sull De obligated to pay this foan.
WAIVER - | waive 'to the extant permitied by law) deinand, presantment, protast,
nouce of dishonor and notice vt protest.
PRIVACY - agree (hat from time to time you may receive credit information about
me trom others, nctuding other tenders and credit reporting agencias, | agrae that
yOu imay lurnish 0n 3 reqgular basis credit and expurience infarmativn regarding my
loan tu others segking such inforination. To the extent pernitted by law, | agree
that you will not be hable tor any claim ansing trom the use of inlormation
provided to you by othars or tor providing such intormation o others,
FINANCIAL STATEMENTS - | will give you any tinancial staraments or intormation
that you feel is necessary. All tinancial stalements and intornation | give you will
Le corract and comulete.
PURCHASE MONEY LOAN - If this is a Purchase Money Loan, you may include the
name of the seilar 0n the check or dralt tor this loan.
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ADDITIONAL TE f THE SECURITY AGREEMENT

SECURED OBLIGATIONS - Thi nty agreemant secures this loan linclu=ing all

nalensions, renswals, ratinancy and moditications) and any other debt } have

vath you now of later. Property described in this security agreement will not secure
other such Jebts 1t you fail {0 give any required notice of the right of rescission
with respect ta the Property. Also, this security agresment will not secure other

agbts it this sacunty tefest is in household goods and the other debt is a

cursumer !oan. This security agreament will last until it 1s discharged in writing,
for the sole purpose of detenmiung the wxtent ol a purchase money sacurity

nterest afising undar this secunily agreoment:

a; Paymants on any AONPUIChass money loan 3iso sacured by this agreement will
101 e deemed to apply to the Purchase Money Loan: and

‘b) Payments on the Purchass Muney Loan will be deemusd to apply tirst to the
nenpurenase money nportion ot the toan, f any, and then 10 the purchase
mongy abugations in the order in which the items were acquired,

Mo security interest il be tarminated by application of thus formula. "Purchase
Maney Loan” means any 10an tha procseds of which, in whole or in part, are used
10 sCQuWe any propefty securing the loan and all extensions, renewals,
consohuations and retinancings ot such toan.

PROPERTY . The word “Propurty,” as used hare, includes ail propaerty that is listed

i the secunty agreement on page 1, It a general description is used, the word

Proparty includes sl my proparty hitng the general dascription. Praoperty also

ieuns alt Lenstits that arswe trom the described Property (including all proceeds,

msurance Benehls, payinents trom othurs, interast, dividends, stock splits and
wuting aglis). It ulso means property that now of tater is attached 10, is a part of,

01 reaults 110N the Proparty.

OWNERSHIP AND DUTIES TOWARD PROPERTY - Untess a co-owner(s) of the

Property signeg a third party agreemant, | represent that t own all the Property. ¢

woit detend the Property uganst any other claim. | agree 10 do whatever you

requise 10 pertect your interest and keep your priority. ¢ will not do anything to
narm your gosition,

| vail keep the Property in my possassion {except it pledged and delivered to
you). | will weep 1t in good repair and use it only tor its intended purposss, | will
keap it 3t My address unless we agree atherwisa in wnting.

[ wilf not try to sall or transter the Proparty, or permit the Property 1o become
attached to any real astate, without your writt@n consent. | will pay all taxes and
cnarges on the Property as they become due. | will inform you ol any loss of
dainage to tha Property. You have the right of reasonable access in order to
inspect the Propurty.

INSURANCE - | agree 10 buy insurance on the Proparty against tha risks and for the

amounts you raquite. | will naine you as !0ss payee on any such policy. You may

requira adcded securnty on this |oan it you agree that insurance proceeds may be
used (0 repair or replace the Property, | agree that it the insurance proceeds do not
cover the amounts | still owe:you, 1 will pay the ditterence. ! will buy the insurance
teom a firm authorized to ¢o--husiness in Kentucky. The firm will be reasonably
acceptable 1o vou. | will keep-the insurance until all dedts secursd Dy this
agresment are paid

DEFAULT AND REMEDIES - It am fn default, in addition to the romedies listed in

the note portion of. tAis document, you may:

(a1 Pay taxes of Diher Charges. ar pjurchase any requirad [nsurance, if | tail to do
these things (but.you:ara not requuud to do sol. You may agd the amount you
pay to this loan and sccrue in(asest on that amount at a rate equai 10 the ‘rats
>hown in tha "POST-MATURITY:INTEREST" paragraph on page 1 until paid in

uli;

[:1] Raqulro ma to gather the Propert
10 you in & reasonadle fasmon;

(e} Take immethate possession of mo Property, but in doing so you may not
breach tha peace.or unlawliully snter omo my premises. You may sel, ieass or
cisposa of the Property as provided by law. You may apply what you racaive
froin the sale ot the Property to your 8xpunsas and then 10 the debt. I} what
You receiva tram the sale of the Property is less than wnat | Owe you, YOou may
Jlaksd me 10 COUrt to rocover the ditfarenca (1o the extant paroutted by law); and

anq any; related records and make it available

() Kesp 11 Praperty 10 sausly the debt.

{.agree that when you must give notice to me of your intended sals or
dispasition of the Property, the notice is reasanable if it is sent 1o me at my last
known agdress Dy first class mail 10 days before tha intanded sale o¢ dispaosition. |
agrea 10 inform vou in wntng ot any changa in my address.

FILING - A cogy of this security agreement may be used as a financing statement
‘whan aliowec by law:

THIRD PARTY AGREEMENT

For the purposes of the provisions wunm this anclosure, °I," *me” or “my”
maans the person signing Lelow and “you® means the Lender idenutied on
page: 1.

Fagree to give you a security interast in the Property that is described on
page 1. | AGREE TO THE TERMS OF THIS NOTE AND
. SECURITY AGREEMENT SET QOUT ON PAGES 1 AND 2, butl am

in no way personally liable tor payment of the dabt. This means that if the
Sorrowser detaults, my interest in the Property may be used to satisty the
Borrowsr's dabt. | agres that you may, without releasing me ar the Property
trom this Thirga Party Agreement and without notice of demand upon ma,
extend new credit (0 any Borrower, ranaw or change this note or securnty
agresment one or more times and tor any tarm, ar fail 10 perfect your security
interest in, impair, or relaase any security lincluding guaranties) for the
obligations of any Borrow

| HAVE RECEIVED A COMPLETED COPY OF THIS NOTE AND SECURITY
AGREEMENT,
NAME

X

NOTICE TO COSIGNER

You {ths cosigner) are being asked to guaranty this debt. Think carafully
bufors you do. It the borrowser dossn’t pay tha debt, you will have to, Bu sure
you can afford to pay if you have to, and that you want to accept this
responasibility.

You tmay have to pay up to the full amount of the debt it tha borrowesr does
not pay. You also may have to pay late [sss or collaction costs. which increase
this amount,

The creditor can collect this dabt from you without flrst trylng to collact
from tha barrowar. The radiior ¢an use the sane callection methuds agsinst
you that can be usad against the borrowar, such as sulng you, garmishing your
wagus, atc. It this debt 13 svar in dateult, that fact may bacomae parnt of your
credit racord.

This notice is not the contract that makes you liable for tha debt.

Attach FTC "Preservation of Consumer Claims
and Delenses” Notice it Applicable

{page 2 of 2}




* 1. Debtorlg) (Last Namae First) and address(es 2. Secured Party and address
~ . , L.L.C. : BANK OF MCCREARY CCUNTY
P.O. BCGX 1309 P.O. BOX 160
WHITLEY CITY, KY 42653 WHITLEY CITY, KY 42653

This TITLE LIEN STATEMENT is presented to a filir’g officer pursuant to KRS Chapter 186A.

3. This Title Lien Statement covers the following:

YEAR MODEL MAKE IDENTIFICATION NUMBER
1 1996 TOYOTA 4TANM72NXTZ085991

r.ing Officer (Date, Time, Number and Filing Office)

by

ADDITIONAL DESCRIPTION
TACCMA 4WD PICKUP TRUCK

Filed with: JO_KITD, MCOCREARY COUNTY OOURT CLERK

(Signature of Dedtor) (Date} (Signature of Debtar)

DEBTOR COPY

Bankers Systoma, Inc., St. Cloud, MN Form TLS-LAZ-KY 12/15/93

(Date}




