


HISTORY INDEX FOR CASE: 1999-259
NOLIN R.E.C.C.

Financing

AMOUNT OF $4,300,000

' KY. PUBLIC SERVICE COMMISSION
. " AS OF : 09/27/00

IN THE MATTER OF THE APPLICATION OF THE NOLIN RURAL ELECTRIC
COOPERATIVE CORPORATION FOR AN ORDER PURSUANT TO KRS 278.300
AND 807 KAR 5:001, SECTION 11 AND RELATED SECTIONS
AUTHORIZING THE COOPERATIVE TO OBTAIN A LOAN IN THE AMOUNT
OF $4,300,000.00 FROM THE NATIONAL RURAL UTLITIES
COOPERATIVE FINANCE CORPORATION

SEQ ENTRY
NBR DATE REMARKS

0001 06/14/1999 Application.
0002 06/22/1999 Acknowledgement letter.
0003 06/30/1999 Filing deficiencies letter, response due 7/15/99.

,. PAGE

M0O0O01 07/15/1999 JOHN SCOTT NOLIN RECC-RESPONSE TO REQUEST FOR ADDITIONAL INFORMATION

0004 07/20/1999 Deficiencies cured letter
0005 07/29/1999 Data Request Order, response due 8/12/99.

0006 08/13/1999 Order granting motion for extension of time; info now due 8/27

M0002 08/30/1999 0.V. SPARKS NOLIN RECC-RESPONSE TO ORDER OF JULY 29,99
0007 09/07/1999 Order entered; extends 60 days financing
0008 11/01/1999 FINAL ORDER AUTHORIZING FINANCING

M0003 11/12/1999 MICHAEL MILLER NOLIN RECC-REQUEST FOR MEETING WITH COMMISSION STAFF AT 10:00 AM ON DEC 2,99
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MS HELEN C HELTON CObizzys Mg

EXECUTIVE DIRECTOR '

KENTUCKY PUBLIC SERVICE COMMISSION

PO BOX 615

FRANKFORT KY 40602

Dear Ms. Helton:

Nolin RECC would like to request a meeting with Commission staff at 10:00 a.m. on
December 2, 1999, to discuss Order 99-259 and 1999 capital credit disposition not affected by
that order. We would also like to discuss alternatives for relief from the 1995 settlement

agreement as well as other related items.

Please let us know if this date and time is satisfactory with the Commission staff schedule.

Sincerely,

Michael L. Miller

President & CEO

MLM/cgt

cc: Aaron Greenwell
John J. Scott

411 Ring Road ° Elizabethtown, KY 42701-8701 o (502) 765-6153
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COMMONWEALTH OF KENTUCKY
PUBLIC SERVICE COMMISSION
730 SCHENKEL LANE
POST OFFICE BOX 615
FRANKFORT, KY. 40602
(502) 564-3940

CERTIFICATE OF SERVICE

RE: Case No. 99-259
NOLIN R.E.C.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 November 1, 1999.

Parties of Record:

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389

Elizabethtown, KY. 42702 0389

Sl Beeg

Secretary of the Commission

SB/sa
Enclosure




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF THE NOLIN RURAL
ELECTRIC COOPERATIVE CORPORATION FOR
AN ORDER PURSUANT TO KRS 278.300 AND
807 KAR 5:001, SECTION 11 AND RELATED
SECTIONS AUTHORIZING THE COOPERATIVE
TO OBTAIN A LOAN IN THE AMOUNT OF
$4,300,000.00 FROM THE NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE
CORPORATION

CASE NO. 99-259

ORDER

On July 15, 1999, Nblin Rural Electric Cooperative Corporation (“Nolin”) filed an
application seeking authority to borrow $4,300,000 from the National Rural Utilities
Cooperative Finance Corporation (“CFC”). Nolin intends to use the proceeds of this
loan to finance the payment of capital credits to its members pursuant to the Settlement
Agreement approved and adopted by the Commission’s August 7, 1995 Order in Case
No. 94-402." The amounts of capital credits to be retired are associated with
cooperative earnings from calendar years 1995, 1996, 1997, and 1998.

The proposed CFC loan will be a 7-year loan with a 15-year amortization. When
the loan matures at the end of the 7 years, it can be reamortized for another 8 years.
This approach would reduce the cash flow requirements for Nolin, while keeping it
within CFC’s policy for unsecured loans. CFC indicated to Nolin that structuring the

loan in this manner would also eliminate the need for it to pay Loan

' Case No. 94-402, Application of Nolin Rural Electric Cooperative Corporation
Concerning Existing Rates.




Capital Term Certificates, which are often required in conjunction with CFC financing.?
Nolin has indicated that it has chosen CFC'’s variable interest rate program for this loan.

In Case No. 97-502,% Nolin sought permission from the Commission to calculate
its required 1996 capital credit retirements by offsetting calendar year 1995 earnings
with calendar year 1994 losses. Nolin also sought permission to defer any capital credit
retirements to be paid in calendar year 1997 until its Board of Directors and
management determined that it was fiscally responsible to pay those capital credits.
During the course of that proceeding, Nolin withdrew its request relating to the
calculation of the required capital credit retirement to be paid in 1997. However, since a
change had been sought in the calculation methodology, Nolin had not made the
required retirements of capital credits to members based on earnings for calendar years
1995, 1996, 1997, and 1998.

In its October 20, 1998 Order in Case No. 97-502, the Commission denied
Nolin's request to defer the retirement of capital credits under the terms of the
Settlement Agreement. The Commission also ordered Nolin to prepare and file a plan
for meeting its obligations to retire capital credits for calendar years 1995 through 1997.
On December 18, 1998, Nolin filed its plan, which called for it to borrow funds from CFC
to make capital credit retirements based on earnings for calendar years 1995, 1996,

1997, and the anticipated retirement based on 1998 earnings.

2 Response to the Commission’s July 29, 1999 Order, ltem 1, Exhibit 1.

3 Case No. 97-502, The Application of Nolin Rural Electric Cooperative
Corporation for a Deviation from the PSC Staff's Position that Nolin Cannot Offset
Losses Against Margins in Determining a Payout of Capital Credits and the Deviation
from the Settlement Agreement of October, 1990 in Case No. 90-064.
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Nolin’s proposal to use long-term financing to pay its capital credit retirements is
unique since such financing is typically limited to capital asset acquisition. However,
Nolin’s financial situation is also unique. Because of historic business decisions made
by its Board of Directors and management, by the time of Nolin's 1990 general rate
case, it had achieved an equity to total capitalization ratio (“equity ratio”) of 61.60
percent. The capital structure of electric cooperatives normally includes only 30 to 40
percent equity. In fact, Nolin’s strong financial position had enabled it to fund capital
construction work plans totally with internally generated funds and no long-term debt.
Electric cooperatives, as not-for-profit entities, normally finance most if not all of their
capital construction work plans with long-term debt.

As part of the settlement agreement in its 1990 general rate case, Nolin agreed
that it needed to reduce its equity ratio to a more normal level and this was to be done
by the systematic retirement of capital credits and the use of long-term financing for
capital construction. Since 1990, Nolin’s equity ratio has gradually decreased, and was
below 50 percent by January 1998, as a result of both debt financing of capital
construction and capital credit retirements.

Due to extended delays in receiving long-term debt financing from the Rural
Utilities Service (“RUS"), Nolin and other electric cooperatives have had to rely on short-
term debt until long-term debt is available. This reliance on short-term debt resulted in
Nolin not being able to achieve a Current Ratio of 1.0,* which is required by its RUS

mortgage before capital credits may be paid. Consequently, Nolin was unable to make

4 The Current Ratio is the ratio of current assets to current liabilities. Nolin must
have a 1.0 Current Ratio after the effects of a proposed capital credit retirement have
been reflected in its financial statements in order to make the retirement. :
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the required capital credit retirements between 1996 and 1998. The prohibition on
capital credit rétirements, plus the position Nolin took when it originally filed Case No.
97-502, resulted in the outstanding capital credit retirement obligation exceeding the
level of funds it had available, regardless of whether the Current Ratio requirement had
been met or not. In the plan filed in response to the October 20, 1998 Order in Case
No. 97-502, Nolin stated that it was obligated to pay $4,088,096 in capital credits for
years 1995 through 1997, and estimated an obligatidn of an additional $1,200,000 for
1998.°

Based on the evidence of record and being sufficiently advised, the Commission
finds that Nolin’s capital structure is atypical due to its high equity ratio. Consequently,
the traditional method of funding capital credit retirements with internally generated
funds is unavailable. While Nolin's proposed solution is unusual, it is reasonable under
the circumstances. The use of long-term debt to fund the outstanding obligation in
effect continues the effort to bring Nolin's équity levels more into line with the norm for
electric cooperatives. After the proposed borrowing and the capital credit retirement,
Nolin’s equity ratio will be approximately 35.6 percent.® The replacement of equity with
long-term debt is reasonable because under normal circumstances Nolin would have
issued long-term debt during the construction of new capital assets. In this instance,

the availability of internally generated funds reduced the need for long-term debt. The

® Case No. 97-502, Response to Order of Commission of October 20, 1998, filed
December 18, 1998., at 2.

® Based on Exhibit 4 of Nolin's application, its March 1999 financial statements,
the total estimated capital credit retirement of $5,288,096, and the new financing of
$4,300,000. ‘
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issuance of debt at this time to refund capital credits to members can be considered as
correcting the excessive accumulation of equity in prior years. Nolin has worked with
CFC to develop a solution to a difficult situation. This solution also allows Nolin to be in
compliance with the terms of its Settlement Agreement, which continued the systematic
retirement of capital credits.

While the correction of the excessive equity ratio and the payment of capital
credits under the Settlement Agreement are major steps in accomplishing the goals of
equity management planning, Nolin should take steps to avoid reversing the effects of
this positive action. .The terms of the Settlement Agreement were established in
consideration of the earnings as they related to Nolin’s capital structure at that time.
Now that the excessive equity situation has been corrected, Nolin should reevaluate the
terms of the Settlement Agreement to determine their impact on earnings, cash flow,
and capital ratios. [f the provisions for the rotation of earnings in excess of a 1.5 Times
Interest Earned Ratio create negative impacts on cash flow and thé equity ratio, Nolin
should seek to modify the plan to arrive at terms that will manage equity given the
current financial condition. [f these corrective actions are not taken, Nolin may be faced
with insufficient funds, or an inadequate Current Ratio to retire capital credits in the
future and may run the risk of accumulating additional capital credit retirement
obligations which cannot be met with general funds. . Nolin should not consider long-
term financing of capital credit retirements on a routine basis and should not attempt to
manage equity through this means in the future. The Commission will make its Staff
available if Nolin desires assistance in evaluating the need to modify its Settlement

Agreement.
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In summary, the Commission finds that:
1. The loan from CFC in the amount of $4,300,000 is for lawful objects within
the corporate purposes of Nolin, is necessary and appropriate for and consistent with
the proper performance by the utility of its service to the public and will not impair its

ability to perform that service, and is reasonable, necessary, and appropriate for such

purposes.
2. Nolin is capable of executing its notes as security for the loan as stated
herein.
3. Nolin should select the interest rate program which will result in the net

lowest cost of money to it over the term of the financing. This should be done for the
initial advance of the loan funds, and when the loan is reamortized.

4. Within 10 days of its selection of the interest rate program, Nolin should
notify the Commission in writing of the interest rate program selected and of the reasons
for its selection. This should be done for the initial advance of loan funds, and when the
loan is reamortized.

5. The proceeds from the proposed loan should be used only for the lawful
purposes set out in Nolin’s application.

6. Nolin should include in its monthly financial report to the Commission the
current interest rate on its outstanding variable rate loans.

7. Within 30 days of the completion of the capital credit retirements, Nolin
should provide the Commission with a report showing the disposition of the loan funds.
This report should indicate the total amount of capital credits paid to members for the

calendar years 1995, 1996, 1997, and 1998. The report should also state whether Nolin
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had to use sources other than the CFC loan to fund the retirements, identify thosé
sources, and indicate the corresponding amounts of funding.

IT IS THEREFORE ORDERED that:

1. Nolin is authorized to borrow $4,300,000 from CFC for a 15-year period
and bearing a variable interest rate as chosen by Nolin at the time the monies are
drawn from CFC, subject to the provisions and terms of the application with respect to
renegotiation of the interest rate.

2. Nolin is authorized to execute its notes as security for the loan authorized

herein.

3. Nolin shall comply with all matters éet out in Findings 3 through 7 as if

they were individually so ordered.

Nothing contained herein shall be deemed a warranty or finding of value of
securities or financing authorized herein on the part of the Commonwealth of Kentucky
or any agency thereof.

Done at Frankfort, Kentucky, this 1st day of November, 1999.

By the Commission

ATTEST:

4 r
éi(ec%ive B% ciori “




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

September 7, 1999

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389

Elizabethtown, KY. 42702 0389

RE: Case No. 99-259

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

the above case.

Sincerely,

Stephanie Bell

Pt

Secretary of the Commission

SB/sa
Enclosure




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF NOLIN RURAL ELECTRIC )
COOPERATIVE CORPORATION FOR AN ORDER )
PURSUANT TO KRS 278.300 AND 807 KAR 5:001, )

SECTION 11 AND RELATED SECTIONS AUTHORIZING ) CASE NO.
THE COOPERATIVE TO OBTAIN ALINE OF CREDIT ) 99-252
LOAN IN THE AMOUNT OF $13,000,000.00 FROM THE )

NATIONAL RURAL UTILITIES COOPERATIVE )
FINANCE CORPORATION : | Y’
and

APPLICATION OF NOLIN RURAL ELECTRIC )
COOPERATIVE CORPORATION FOR AN ORDER )
PURSUANT TO KRS 278.300 AND 807 KAR 5:001, )
SECTION 11 AND RELATED SECTIONS AUTHORIZING ) CASE NO.
THE COOPERATIVE TO OBTAIN A LOAN IN THE ) 99-259
AMOUNT OF $4,300,000.00 FROM THE NATIONAL )
RURAL UTILITIES COOPERATIVE FINANCE )
CORPORATION )
ORDER

Nolin Rural Electric Cooperative Corporation (‘Nolin”) has applied to the
Commission for authority to incur additional indebtedness in the approximate amounts of
$13 million and $4.3 million, respectively.

KRS 278.300(2) provides that the Commission shall have 60 days after filing to
consider applications for authority to issue or assume securities or evidences of

indebtedness unless it is necessary for good cause to continue the application. As the

Commission has not completed its investigation of these matters, the Commission finds




that good cause exists to co‘ntinue the financing applications beyond the 60-day period
specified in KRS 278.300(2).

IT IS THEREFORE ORDERED that Nolin's applications for authority to incur
additional indebtedness are continued beyond the 60-day period specified in KRS
278.300(2).

Done at Frankfort, Kentucky, this 7th 'day of September, 1999..

By the Commission

Executive Director




WHITLOW & SCOTT
ATTORNEYS AT LAW Fal 0T -
108 EAST POPLAR STREET C’}.L,;“j,f:'-‘.i <
P.0O. BOX 389 )
ELIZABETHTOWN, KENTUCKY 42702-0389

TELEPHONE 502-765-2179
FAX 502-765-2180

JAMES T. WHITLOW LINCOLN SQUARE
JOHN J. SCOTT HODGENVILLE, KENTUCKY 42748
502-358-4344
August 4, 1999

Ms. Stephanie Bell

Secretary of the Commission
Public Service Commission

730 Schenkel Lane

P.O. Box 615

Frankfort, Kentucky 40602-0615

Re: Case No. 99-259
Dear Ms. Bell:

Please find enclosed a Motion for an extension of time to respond to requests for
information in the above-styled case.

Sincerely your

JIS/rrd

Enclosures
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WHITLOW & SCGOTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET
P.O. BOX 389
ELIZABETHTOWN, KY
42702-0389
270-765-2179
FAX NO.: 270.765-2180

® ®

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:
APPLICATION OF THE NOLIN RURAL ) CASE NO. 99-259

ELECTRIC COOPERATIVE CORPORATION )
FOR AN ORDER PURSUANT TO KRS 278.300 )

AND 807KARS5:001, SECTION 11 AND ) . S
RELATED SECTIONS AUTHORIZING THE ) %1, 1000
COOPERATIVE TO OBTAIN A LOAN IN 99

LW

THE NATIONAL RURAL UTILITIES

)
IN THE AMOUNT OF $4,300,000.00 FROM )
)
COOPERATIVE FINANCE CORPORATION )

MOTION FOR EXTENSION OF TIME TO RESPOND TO REQUESTS

Comes Nolin Rural Electric Cooperative Corporation, by counsel, and moves
the Commission for an extension of time to August 27, 1999 in which to respond
to the requests for information requested by the Commission in its Order dated July

29, 1999.
NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION

IC COOPERATIVE
RATION

WHITLOW & SCOTT

108 EAST POPLAR STREET

P.O. BOX 389

ELIZABETHTOWN, KY. 42702-0389
(270) 765-2179




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

. August 13, 1999

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389

Elizabethtown, KY. 42702 0389

RE: Case No. 99-259

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

the above case.

Sincerely,

Stephanié Bell i

Secretary of the Commission

SB/sa
Enclosure




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF NOLIN RURAL ELECTRIC
COOPERATIVE CORPORATION FOR AN ORDER
PURSUANT TO KRS 278.300 AND 807 KAR 5:001,
SECTION 11 AND RELATED SECTIONS AUTHORIZING
THE COOPERATIVE TO OBTAIN A LINE OF CREDIT
LOAN IN THE AMOUNT OF $13,000,000.00 FROM THE
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION

CASE NO.
99-252

and

APPLICATION OF NOLIN RURAL ELECTRIC )
COOPERATIVE CORPORATION FOR AN ORDER )
PURSUANT TO KRS 278.300 AND 807 KAR 5:001, )
SECTION 11 AND RELATED SECTIONS AUTHORIZING ) CASE NO.
THE COOPERATIVE TO OBTAIN A LOAN IN THE ) 99-259
)
)
)

AMOUNT OF $4,300,000.00 FROM THE NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION
ORDER
Nolin Rural Electric Cooperative Corporation having moved for an extension of
time until August 27, 1999 in which to respond to the Commission's July 29, 1999
Orders in the above-styled proceedings and the Commission finding good cause, IT IS

HEREBY ORDERED that the motions are granted.

Done at Frankfort, Kentucky, this 13th day of August, 1999.

ATTEST: By the Commission

Hele- @,cj}mf\m

Executive Director




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

July 29, 1999

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389

Elizabethtown, KY. 42702 0389

RE: Case No. 99-259

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

the above case.

Sincerely,

Stephani gg%ﬁ\é::>

Secretary of the Commission

SB/hv
Enclosure




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF THE NOLIN RURAL
ELECTRIC COOPERATIVE CORPORATION FOR
AN ORDER PURSUANT TO KRS 278.300 AND
807 KAR 5:001, SECTION 11 AND RELATED
SECTIONS AUTHORIZING THE COOPERATIVE
TO OBTAIN A LOAN IN THE AMOUNT OF
$4,300,000.00 FROM THENATIONAL RURAL
UTILITIES COOPERATIVE FINANCE
CORPORATION

CASE NO. 99-259

ORDER

IT IS ORDERED that Nolin Rural Electric Cooperative Corporation (“Nolin”) shall
file an original and 8 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 6.
Include with each response 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 previously, in the format requested herein, reference may be
made to the specific location of said information in responding to this information
request. The information requested herein shall be filed no later than 14 days from the
date of this Order.

1. Provide copies of the approval letter from the National Rural Utilities

Cooperative Finance Corporation (“CFC”) for the proposed financing.




2. Refer to Exhibit 5 of the application. Provide documentation of the date of

the board of directors’ approval for the proposed financing.
3. Explain in detail the amortization and repayment provisions of the
proposed financing. Specifically discuss the provision dealing with the “seven year

balloon payment for its maturity.”

4, Provide copies of the unexecuted loan documents for the proposed
financing.
5. Describe the analysis performed by Nolin that led it to conclude that the

proposed financing was the most reasonable alternative. Include a discussion of other

financing options considered.

6. Are Nolin’s current revenues sufficient to cover the increased debt costs
represented by the proposed financing? Explain the response.

7. Provide two copies of Nolin's “Restated Mortgage and Security
Agreement” dated May 1, 1997. Also, explain why this document was not included with

Nolin's appiication, instead of referencing the mortgages filed in Case No. 93-324."

' Case No. 93-324, Application of the Nolin Rural Electric Cooperative
Corporation for an Order Pursuant to KRS 278.300 and 807 KAR 5:001, Section 11 and
Related Sections Authorizing the Cooperative to Obtain a Five (5) Year Line of Credit in
the Amount of $3,000,000.00 from the National Rural Utilities Cooperative Finance
Corporation, final Order dated November 29, 1993. '

2-




Done at Frankfort, Kehtucky, this 29th day of July, 1999.

By the Commission

ATTEST:

C&LO% /rﬁL{\L}A

Exedutive Difector” |'




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

July 20, 1999

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Elizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389 4
Elizabethtown, KY. 42702 0389

RE: Case No. 99-259
NOLIN R.E.C.C.

The Commission staff has reviewed your response of July
15, 1999 and has determined that your application in the above
case now meets the minimum filing requirements set by our regula-
tions. Enclosed please find a stamped filed copy of the first
page of your filing. This case has been docketed and will be
processed as expeditiously as possible.

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

Sincerely,

Shephany. P

Stephanie Bell
Secretary of the Commission

SB/hv
Enclosure
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WHITLOW & SCOTT

ATTORNEYS AT LAW . .
" 108 EAST POPLAR STREET JuL'1 9 1999
£.0. BOX 389 PUBL'C SER
ELIZABETHTOWN, KENTUCKY 42702-0389 COMMI VICE
TELEPHONE S02-76S-2179 SS'ON
JAMES T. WHITLOW FAX 502-765-2180 LINCOLN SO
JOHN J. SCOTT June 1 1, 1999 HODGENVILLE,':(ENTL:JAC‘:(EY 42748
S02-358-4344

Ms. Helen C. Helton

Executive Director ‘/04/ Y
) . .. 7 A
Public Service Commission gg_ ¢, ’:"O
730 Schenkel Lane Ul &
Frankfort, Kentucky 40602 Lo
@XeN

Re: Nolin RE.C.C. CAE qQq-29A

Dear Ms. Helton:

Please find enclosed an original and 10 copies of an Application for Nolin Rural
Electric Cooperative Corporation to obtain approval of a loan in the amount of
$4.300,000.00 from the National Rural Utilities Cooperative Finance Corporation.

Sincerely yours,

JJS/rrd

Enclosure
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WHITLOW & SCOTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET
P.O. BOX 389
ELIZABETHTOWN, KENTUCKY 42702-0389

TELEPHONE 502-765-2179
FAX 502-765-2I180

Jom o seorT HODGENVILLE, KENTUCKY 42748
July 14, 1999 502-358-4344
Ms. Stephanie Bell N
Secretary of the Commission | o
Public Service Commission < C’( Y
730 Schenkel Lane T Ve
P.O. Box 615 S
Frankfort, Kentucky 40602-0615 Ty ©
Re: Case No. 99-259
Dear Ms. Bell:

Pursuant to your letter of June 30, 1999, please find enclosed an original and ten
(10) copies of the Response of Nolin RE.C.C. to the Request for additional
information in the above-styled case.

Sincerely yours,

dral Electric Cooperative Corporation,
JIS/rd

Enclosures
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WHITLOW & ScoTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET
P. O. BOX 389
ELIZABETHTOWN. KY
42702.0389
502-765-2179
FAX NO.: 502-765-2180

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION N
e N
« = O
IN THE MATTER OF: o o
T 9 AL
APPLICATION OF THE NOLIN RURAL ) CASENO.992565 |
ELECTRIC COOPERATIVE CORPORATION ) 2% -

FOR AN ORDER PURSUANT TO KRS 278.300 )
AND 807KARS:001, SECTION 11 AND )
RELATED SECTIONS AUTHORIZING THE )
COOPERATIVE TO OBTAIN A LOAN IN )
IN THE AMOUNT OF $4,300,000.00 FROM )
THE NATIONAL RURAL UTILITIES )
COOPERATIVE FINANCE CORPORATION )

RESPONSE TO ADDITIONAL INFORMATION
REQUIRED PURSUANT TO 807KARS:001, SECTION 11(1)(b):

The additional information requested by the Commission concerning the
Promissory Note to be obtained by Nolin Rural Electric Cooperative Corporation
from the National Rural Utilities Cooperative Finance Corporation is as follows:

1. The loan to be obtained by Nolin shall be a $4,300,000.00 loan evidenced

by a Promissory Note amortized over fifteen (15) years and with a seven
(7) year balloon payment for its maturity.

2. The interest rate for this loan will be a variable rate as established from

time to time by CFC and which currently has a rate of 6.135% per annum.

3. The security for the Promissory Note will be the current Restated

Mortgage and Security Agreement dated May 1, 1997 between Nolin
Rural Electric Cooperative Corporation, the National Rural Utilities
Cooperative Finance Corporation and the United States of America,
which grants to the mortgagees a security interest in the real estate owned

by Nolin Rural Electric Cooperative Corporation.

1




WHITLOW & ScoTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET
P. 0. BOX 389
ELIZABETHTOWN. KY
42702.0389
502-765-2179
FAX NO.: 502-765-2180

Submitted this /¥ day of July, 1999.

NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION

HA J. SCOTT

oggéy FOR NOLIN RURAL
EQPRIC COOPERATIVE
CORPORATION
WHITLOW & SCOTT
108 EAST POPLAR STREET
P.O. BOX 389
ELIZABETHTOWN, KY. 42702-0389
(270) 765-2179

I, O.V. SPARKS, Administration and Finance Manager of Nolin Rural
Electric Cooperative Corporation, state that I have read and understand the
foregoing Response and that the statements contained therein are true.

NOLIN RURAL ELECTRIC
COOPERATIVE CORPORATION

BY: ﬁ / A%,v; L
0.V. SPARKS, Administration
and Finance Manager




WHITLOW & SCOTT
ATTORNEYS AT Law
108 EAST POPLAR STREET
P. O. BOX 389
ELIZABETHTOWN. KY
42702-0389
502-765-2179
FAX NO.: 502-765-2180

STATE OF KENTUCKY
COUNTY OF HARDIN

I, the undersigned, a Notary Public, do hereby certify that on this /Y o day
of July, 1999, personally appeared before me O.V. SPARKS, who being by me
first duly sworn, subscribed to and acknowledged that he is the Administration
and Finance Manager of Nolin Rural Electric Cooperative Corporation, a
Kentucky corporation, that he signed the foregoing document as Administration
and Finance Manager of the corporation, and that the statements therein contained
are true.

At Large
My commission expires 9-l6f /,

NOTARY 17 tate of Kentucky
/




COMMONWEALTH OF KENTUCKY

PUBLIC SERVICE COMMISSION Ronald B. McCloud, Secretary
730 SCHENKEL LANE Public Protection and
POST OFFICE BOX 615 Regulation Cabinet
FRANKFORT, KENTUCKY 40602 ’
WWw.psc.state.ky.us Helen Helton
Paul E. Patton (502) 564-3940 : Executive Director
Governor Fax (502) 564-3460 Public Service Commiission

June 30, 1999

Mr. Michael L. Miller
General Manager
Nolin R.E.C.C.
411 Ring Road
Elizabethtown, KY 42701-8701
Re: Case No. 99-259
Filing Deficiencies
Dear Mr. Miller:

The Commission staff has reviewed your application in the above case. This
filing is rejected pursuant to 807 KAR 5:001, Section 2, for the reasons set forth below.
These items are either required to be filed with the application or to be referenced in the
application if they are already on file in another case or will be filed at a later date.

Filing deficiencies pursuant to 807 KAR 5:001, Section 11(1)(b):

If Bonds or Notes or Other Indebtedness is proposed: full description of
all terms; interest rate(s); whether the debt is to be secured and if so a
description of how it's secured.

The statutory time period in which the Commission must process this case will
not commence until the above-mentioned information is filed with the Commission. You
are requested to file five copies of this information (unless otherwise noted) within 15
days of this letter. If you need further information, please contact Isaac Scott of my staff
at 502-564-3940, extension 444.

Sincerely,

Shephadd S

Stephanie Bell
. Secretary of the Commission
hv
cc: Honorable John J. Scott

AN EQUAL OPPORTUNITY EMPLOYER M/F/D

e R




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

June 22, 1999

Michael L. Miller

General Manager

Nolin R.E.C.C.

411 Ring Road

Eljizabethtown, KY. 42701 8701

Honorable John J. Scott
Attorney at Law

Whitlow & Scott

108 East Poplar Street

P. O. Box 389

Elizabethtown, KY. 42702 0389

RE: Case No. 99-259
NOLIN R.E.C.C.
(Financing) AMOUNT OF $4,300,000

This letter is to acknowledge receipt of initial application
in the above case. The application was date-stamped received
June 14, 1999 and has been assigned Case No. 99-259. 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 Hell . K

Secretary of the Commission

SB/jc
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WHITLOW & SCOTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET
P.O. BOX 389
ELIZABETHTOWN, KENTUCKY 42702-0389

TELEPHONE 502-765-2179

JAMES T. WHITLOW FAX 502-765-2180 LINCOLN SQUARE

JOHN J. SCOTT June 1 1, 1999 HODGENVILLE, KENTUCKY 42748
502-358-4344

Ms. Helen C. Helton Q
Executive Director ‘/04, 4“7/
Public Service Commission % 4 . {bO
730 Schenkel Lane 004;;?-1%\ Do
Frankfort, Kentucky 40602 ﬁ’d*gb/o

G

Re: Nolin R.E.C.C. CAE qq-29

Dear Ms. Helton:

Please find enclosed an original and 10 copies of an Application for Nolin Rural
Electric Cooperative Corporation to obtain approval of a loan in the amount of
$4,300,000.00 from the National Rural Utilities Cooperative Finance Corporation.

Sincerely yours,

JJS/rd

Enclosure
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COMMONWEALTH OF KENTUCKY %% ¥, &y

/ K
BEFORE THE PUBLIC SERVICE COMMISSIQY, % )
IN THE MATTER OF:

APPLICATION OF THE NOLIN RURAL ) CASE NO. QG-z5q
ELECTRIC COOPERATIVE CORPORATION ) :

FOR AN ORDER PURSUANT TO KRS 278.300 )

AND 807KARS:001, SECTION 11 AND
RELATED SECTIONS AUTHORIZING THE
COOPERATIVE TO OBTAIN A LOAN IN
IN THE AMOUNT OF $4,300,000.00 FROM
THE NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

A A S

APPLICATION

The Petition of Nolin Rural Electric Cooperative Corporation respectfully
shows: |

1. Applicant is a cooperative corporation organized and existing under the

laws of the Commonwealth of Kentucky and is engaged in the business

of purchasing and selling electric current and maintaining an electric

distribution system. The applicant now operates and does business in the

counties of Hardin, LaRue, Hart, Grayson, Green, Taylor, Breckinridge

and Meade. The full name of the applicant is the Nolin Rural Electric
Cooperative Corporation.

2. The post office address of the applicant is 411 Ring Road, Elizabethtown,
Kentucky 42701,

3. Certified copies of the Articles of Incorporation and all Amendments
thereto as well as mortgages of the Applicant prior to August 31, 1993

have previously been filed with the Commission in Case No. 93-324

WHITLOW & ScoTT
ATTORNEYS AT LAW
108 EAST POPLAR STREET

P. O. BOX 389 1
ELIZABETHTOWN. KY
42702.0389
502-765-2179
FAX NO.. 502-765-2180




WHITLOW & SCOTT
ATTORNEYS AT Law
108 EAST POPLAR STREET
P. 0. BOX 389
ELIZABETHTOWN. KY
42702-0389
502-765-2179
FAX NO: 502-765-2180

which was styled “Application of the Nolin Rural Electric Cooperative
Corporation for an Order pursuant to KRS 278.300 and 807KAR5:001,

Section 11 and related sections authorizing the cooperative to obtain a

five (5) year line of credit in the amount of $3,000,000.00 from the

National Rural Utilities Cooperative Finance Corporation.”

. A general description of Applicant’s property in the field of its operation,

together with the statement of the original cost of the property and the

cost to the Applicant follows:

Nolin Rural Electric Cooperative Corporation’s property consists of

approximately 2,559.28 miles of electric distribution line and other

properties necessary and incidental to the operation of its system in the
foregoing counties. The original cost of the Applicant’s property as of

March 31, 1999 is as follows: TOTAL UTILITY PLANT:

$53,009,241.00.

The Applicant further states that:

(a) No amount or kinds of stock are authorized for the Corporation.

(b) No amount or kinds of stock are issued or outstanding.

(¢) No preferred stock has been issued or is outstanding.

(d) Exhibits #1 and #2 attached list the outstanding Notes secured by
Mortgages which have been executed by Nolin Rural Electric
Cooperative Corporation as Mortgagor and delivered to the United
States of America, the Federal Financing Bank, and the National
Rural Utilities Cooperative Finance Corporation as Mortgagees as of
the date of this Application. The balance outstanding on these Notes
as of December 31, 1998 is as shown in Exhibits #1 and #2 attached

hereto.
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WHITLOW & ScorT
ATTORNEYS AT LAw
108 EAST POPLAR STREET
P. O. BOX 389
ELIZABETHTOWN. KY
42702-0389
502-765-2179
FAX NO.: 502.765-2180

(e) No bonds are authorized or issued.

(f) Nolin Rural Electric Cooperative Corporation has no other

indebtedness, except current liabilities which accrue in the ordinary
course of business and which are unsecured.
(g) No dividends have been paid by the Corporation.

The use to be made of the proceeds from this loan is as follows: To pay
capital credits to the patrons of Nolin Rural Electric Cooperative
Corporation as referred to in Case No. 97-502 before the Public Service
Commission for those credits which were to be retired in calendar years
1995, 1996, 1997 and 1998.

. At this time, it is not anticipated that any property is to be acquired,

constructed, improved or extended with the proceeds from this loan.

. At this time, it is not proposed to discharge or refund any obligations with

the proceeds from this loan, except as stated in paragraph No. 5 above.

. The Applicant’s Income Statement for the 12 month period ending March

31, 1999 is attached as Exhibit #3 and its Balance Sheet as Exhibit #4.

. The Resolution approving this Line of Credit by Nolin’s Board of

Directors is attached as Exhibit #5.

10. Copies of all mortgages granted by Applicant and not previously filed

with the Commission in Case No. 93-324 referred to above are attached
hereto as Exhibits #6 and #7.

WHEREFORE, the Nolin Rural Electric Cooperative Corporation requests
that the Public Service Commission of the Commonwealth of Kentucky issue an
Order authorizing and granting unto Nolin Rural Electric Cooperative Corporation
approval for a loan in the amount of $4,300,000.00 from the National Rural Utilities
Cooperative Finance Corporation and all other relief to which the Applicant may be

3




WHITLOW & ScoTT

ATTORNEYS AT Law

108 EAST POPLAR STREET
P. O. BOX 389

ELIZABETHTOWN. KY
42702-0389
502-765.2179

FAX NO.: 502.765.2180

entitled.
Dated at Elizabethtown, Kentucky this /O ™ day of June, 1999.

NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION

ITLOW & SCOTT
108 EAST POPLAR STREET

P.O. BOX 389
ELIZABETHTOWN, KY. 42702-0389

(270) 765-2179

I, O.V. SPARKS, Administration and Finance Manager of Nolin Rural
Electric Cooperative Corporation, state that I have read and understand the
foregoing Application and that the statements contained therein are true.

NOLIN RURAL ELECTRIC
COOPERATIVE CORPORATION

BY: , e
0.V. SP%K%, Administration

and Finance Manager




WHITLOW & SCOTT
ATTORNEYS AT Law
108 EAST POPLAR STREET
P. O BOX 389
ELIZABETHTOWN. KY
42702-0389
502-765-2179
FAX NO.: 502-765-2180

STATE OF KENTUCKY
COUNTY OF HARDIN

_ re
I, the undersigned, a Notary Public, do hereby certify that on this /O day
of June, 1999, personally appeared before me O.V. SPARKS, who being by me
first duly sworn, subscribed to and acknowledged that he is the Administration
and Finance Manager of Nolin Rural Electric Cooperative Corporation, a
Kentucky corporation, that he signed the foregoing document as Administration
and Finance Manager of the corporation, and that the statements therein contained

are true.
NOTARY PUBLIC, State of Kentucky
At Large /
My commission expires q. /-0l .
/

%
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NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION
INCOME STATEMENT

TWELVE MONTHS ENDED MARCH 31, 1999

FORM 7
DESCRIPTION Mar-99

KWH SALES 571,635,005
OPERATING REVENUE:

KWH REVENUE $28,052,316

OTHER REVENUE 548,924
TOTAL OPERATING REVENUE $28,601,240
OPERATING EXPENSES:

COST OF POWER 18,973,168

DIST-OPERATION 1,328,312

DIST-MAINTENANCE 1,637,324

CONS ACCOUNTING 1,086,774

CUST SERV & INFO 501,812

ADMIN & GENERAL 1,227,762
TOTAL OPERATING EXPENSES $24,755,152
FIXED EXPENSES:

DEPRECIATION EXPENSE $2,247,858

TAX EXP-PROPERTY 0

TAX EXP-OTHER 0

INTEREST EXP-LTD 1,194,689

INTEREST EXP-OTHER 200,945

OTHER DEDUCTIONS 19,077
TOTAL FIXED EXPENSES $3,662,569 :
TOTAL COST OF ELECTRIC SERVICE $28,417,721
MARGINS:

OPERATING MAE.GINS 2183,519

NON-OPERATING MARGINS 198,497

NON-OPER MARGINS OTHER (22,155)

G & T CAPITAL CREDITS 126,811

OTHER CAPITAL CREDITS 113,204
PATRONAGE CAPITAL - MARGINS $599,876

Fxhivip 23




This data will be used by RUS to review your financial situation. Your response is required (7 U.S.C.901 et seq.) and is not confidential.

BORROWER DESIGNATION
USDA-RUS KY051
FINANCIAL AND STATISTICAL REPORT PERIOD ENDED RUS USE ONLY
1999 March
INSTRUCTIONS - See RUS Bulletin 17178 - 2
PART C. BALANCE SHEET
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
1.Total Utility Plant in Service 50,793,294 |30. Memberships. : 374,665
2. Construction Work in Progress...........ccceceres 2,215,947 |31. Patronage Capita ' 19,138,617
3. Total Utility Plant (1+2) 53,009,241 |32. Operating Margins - Prior Years............cc.cocuene 0
4. Accum. Provision for Depreciation and Amort.. 12,473,709 |33. Operating Margins - Current Year.................... 473,025
5. Net Utility Plant (3-¢) 40,535,532 |34. Non-Operating Margins, 261,181
6. Non-Utility Property (Net) 2,289 |35. Other Margins and EQUItIeS.............e..ivennrsenens 956,174
7. Investments in Subsidiary Companies............... ( 76,406) |36. Total Margins & Equities (30 thru 35) 21,203,662
8. Invest. In Assoc. Org. - Patronage Capital........ 5,244,778 |37. Long-Term Debt - RUS (Net).......coo.cccenreerenennne 15,585,412
9. Invest. In Assoc. Org. - Other - General Funds 0 (Payments-Unapplied $ 0)
10. Invest. In Assoc. Org. - Oth. ~ Nongen. Funds.. 876,206 |38. Long-Term Debt - RUS - Econ. Devel. (Net)...... . 0
11. Investments in Economic Development Projects 0 |39. Long-Term Debt - Other - REA Guaranteed...... 1,894,432
12. Other Investments 11,875 |40. Long-Term Debt - Other (Net) 6,999,763
13. Special Funds. 0 [41. Total Long-Term Debt (37 thru 40)---. 24,479,607
14. Total Other Property and investments (6 thry 13) 6,058,742 [42. Obligations Under Capital Leases - Noncurrent 0
15. Cash - Generaf Funds 1,346,868 |43. Accumulated Operating Provisions................... 0
16. Cash - Construction Funds - Trustee............. - 0 {44. Total Other Noncurrent Liabilities (42+43)........... 0
17. Special Deposits 0 [45. Notes Payable 1,500,000
18. Temporary Investments 5,000 |46. Accounts Payable 2,870,038
19. Notes Receivable (Net) 85,760 |47. Consumers Deposits 759,157
20. Accounts Receivable - Sales of Energy (Net).. 3,698,297 |48. Other Current and Accrued Liabilities............... 3,201,119
21. Accounts Receivable - Other (Net).................. 1,801,954 |49. Total Current & Accrued Liabilities (45 thry 48) 8,330,314
50. Deferred Credits 115,727
22. Materials and Supplies - Electric and Other...... 351,499 [51. Accumulated Deferred income Taxes.............. 0
23. Prepayments. 223,340 |52 Total Liabilities and Other Credits
24. Other Current and Accrued Assets................. 19,113 (36+41+44+49 thru 51) 54,129,310
25. Total Current and Accrued Assets (15 thru 24) 7,531,831 | ESTIMATED CONTRIBUTIONS IN AID OF CONSTRUCTION
26. Regulatory Assets. 0
27. Other Deferred Debits. 3,205 |53. Balance Beginning of Year................. 389,599
28. Accumulated Deferred Income Taxes.............. 0 |54. Amounts Received This Year (Net) 0
29. Total Assets and Other Debits (5+14+25 thru 28) 54,129,310 55. Total Contributions in Aid of Construction......... 389,599
PART D. NOTES TO FINANCIAL STATEMENTS
THIS SPACE IS PROVIDED FOR IMPORTANT DISCLOSURE NOTES TO THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT.
REPORT ITEMS CONTAINED IN THE INSTRUCTIONS AND ADDITIONAL MATERIAL ITEMS.
(A SEPERATE SHEET MAY BE USED IF ADDITIONAL SPACE IS NEEDED.)
Cash Received From Patronage Capital Refunds: 0
4] 'Rev. 6-94 Page 2 of 7Pages
RUS Form 7/ ) Exhibi+ % ¢ o °

—————l
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O. V. Sparks reported on the Administration and Finance
Department.

iy
t B
Stveacatsrd

Janice Sprowles reported on the Office Services Department.

Rick Ryan reported on the Member Services Department.

John Scott reported on the legal work he performed on behalf
of the Cooperative in the past month. He discussed compliance with PSC
Order of August 20, 1995, and future rate case to do away with 1.5 TIER

requirement for basis for paying capital credits. The options available and

recommendations of management, EKP staff, and John Scott were reviewed
3 and discussed.

Recommendation to withdraw previous motion of intent to file
rate case as approved in special meeting November 16, 1995. Motion made
by Gene Straney, motion carried.

// Recommended to approve response to PSC order to borrow $5
million from CFC, go to the PSC for approval of the loan and proceed to

}
&:\\‘.*s.‘:xé‘:‘j‘

RO

pay capital credits in accordance with PSC order dated August 20, 1995.
Motion made by Becky Loyall, motion carried. —

~ Recommendation to hire a firm to do a depreciation study and

also approval to develop an equity management plan or financial forecast
which would include a capitalization or equity management plan. Motion
made by Lawrence Ireland, motion carried.

Recommend a time table be established for completion of the
above tasks and a goal to be completed in August 99. Motion made by

Buddy Rosenberger, motion carried.

E)(,lv‘"",' 4*’5
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Supp. to Common RUS-CFC Elec. Mtg.

(No Debt Limit Increase)

(Outstanding RUS, CFC and FFB Notes)

(SRM-FFB.OUT) 1 353.67

SUPPLEMENT, dated as of July 13 s 1995 .

to RESTATED MORTGAGE AND SECURITY AGREEMENT made by

. and among NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION (hereinafter called the "Mortgagor"), a
corporation existing wunder the 1laws = of the
Commonwealth of Kentucky, UNITED STATES OF AMERICA
(hereinafter <called the T"Government®") acting

_ - - through the Administrator of the Rural Utilities
~ Service (hereinafter called "RUS"), successor to
the Administrator of the Rural Electrification
Administration and NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION (hereinafter called

‘"CFC"), a corporation existing under the laws of

" *-= °  the District of Columbia (the Government and CFC

" . ..being hereinafter sometimes collectively called the
"Mortgagees") .

WHEREAS, pursuant to Public Law No. 103-354, the Rural

‘Util:.t:les Service (hereinafter sometimes called "RUS") is the
“successor to the Rural Electrification Administration (hereinafter

sometimes called "REA") and the Administrator of the Rural
Utilities Service is the successor to the Administrator of the
Rural Electrification Administration and, for the purposes of the
security instruments (hereinafter collectively called the
Mortgage") made by the Mortgagor to the Mortgagees, and identified
in the seventh recital hereof (hereinafter called the "Instruments
Recital"), as amended, the terms "REA" and "Administrator" shall be
deemed to mean respectively "RUS" and "Administrator of the RUS;"

and

RUS Project Designation: KENTUCKY 51-AE61 HARDIN

THIS INSTRUMENT WAS PREPARED BY GEORGANN GUTTERIDGE, ATTORNEY, "
ELECTRIC AND TELEPHONE DIVISION, OFFICE OF THE GENERAL COUNSEL,

U. S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C. 20250-1400. -

91/*’7( S~ Z/‘%/
L V/

(

- I . . l’/".‘
No. _




Supp. to Common RUS-CFC Elec. Mtg. 11/94
(No Debt Limit Increase) 800K 718 PA85662 _
(Outstanding RUS, CFC and FFB Notes)

(SRM-FFB.QUT)

WHEREAS, the Mortgagor, for value received, has
heretofore duly authorlzed and executed, and has delivered to the
Government, or has assumed the payment of, certain mortgage notes
all payable in installments to the order of, or obligating the
Mortgagor otherwise to the Government, of which the certain
mortgage notes (hereinafter collectively called the "Outstanding
RUS Notes") identified in the Instruments Recital are now
outstanding and held by the Government, all of which Outstanding
RUS Notes evidence loans made by the Government either to the
Mortgagor or to third parties to finance electric plants, lines and
related facilities, and assumed by the Mortgagor, or loans made by
one or more legally organized lending agencies and guaranteed by
the Government; and

WHEREAS, the Mortgagor, for value received, has
heretofore duly authorized and executed, and has delivered to CFC,
or has assumed the payment of, a certain mortgage note, or certain
mortgage notes, all payable to the order of CFC, in installments,
of which the certain mortgage note or notes (hereinafter
collectively called the "Outstanding CFC Note(s)") identified in
the Instruments Recital are now outstanding and owned by CFC (the
Outstanding RUS Notes and the Outstanding CFC Note(s) being
hereinafter collectively called the "Outstanding Notes"); and

WHEREAS, the Outstanding Notee are secured by the
Mortgage and are identified in the Instruments Recital; and

WHEREAS, the Mortgagor has determined to borrow
additional funds from the Government, and has accordingly duly
authorized, executed and delivered to the Government its mortgage
note or notes (identified in the Instruments Recital and
hereinafter collectively called the "Concurrent RUS Note(s)") to bz
secured by the Mortgage, as amended and supplemented hereby, of the
property hereinafter described; and

WHEREAS, the Mortgagor has determined to borrow

additional funds from CFC, and has accordingly duly authorized,

executed and delivered to CFC its mortgage note or notes
(identified in the Instruments Recital and hereinafter collectively
called the "Concurrent CFC Note") to be secured by the Mortgage, as
amended and supplemented hereby, of the property hereinafter

described; and =

WHEREAS, the instruments referred to in the preceding
recitals are hereby iden*ified as follows:




Restated Mortgage and Security Agreéiﬁéni_ ' _

Supp. to Common RUS-CFC Elec. Mtg. 11/%4
(No Debt Limit Increase) BOOK 718 PAGE663 o

(Outstanding RUS, CFC and FFB Notes)
(SRM-FFB.OUT)

INSTRUMENTS RECITAL

"Concurrent RUS Note": (Of even date herewith):

Interest Rate

Brincipal Amount Einal Payment Date
$3,480,000 Determined by Advance Thirty-five (35) years
from the date thereof

"Concurrent CFC Note": (0Of even date herewith):

Interest Rate

Brincipal Amount —{(per apnum) al Payment Date
$1,492,000 variable Thirty-£five (35) years

from the date thereof

"Outstanding RUS Notes":

Thirteen (13) certain mortgage notes in an aggregate principal
amount of $12,990,000, all of which will finally mature on or

before September 10, 2027.

One (1) certain mortgage note in an aggregate principal amount of
$2,000,000, payable to the Federal Financing Bank,* which will
finally mature on or before December 31, 2025.

"Outstanding CFC Note(s)":

Ten (10) certain mortgage notes in an aggregate principal amount of
$4,709,633, all of which will finally mature on or before

September 10, 2027.

"Mortgage": ’ .
Instrument - Date
_December 20, 1991 .

— ——— -

*For purposes of this Mortgage, the Government is the Noteholder.
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WHEREAS, the Government is the owner of the Outstanding
RUS Notes; CFC is the owner of the Outstanding CFC Note(s); and the
Mortgagees are the owners of the Mortgage; and

WHEREAS, it was the intention of the Mortgagor at the
time of the execution of the Mortgage (or, if the Mortgage consists
of more than one instrument, at the time of the execution of the
earliest instrument thereof) that the property of the Mortgagor of

the classes described therein, as being mortgaged or pledged

thereby, or intended so to be, whether then owned or thereafter
acquired, would secure certain notes of the Mortgagor executed and
delivered prior to the execution and delivery of the Mortgage (or,
if the Mortgage consists of more than one instrument, prior to the
execution and delivery of the earliest instrument thereof), and
certain notes of the Mortgagor when and as executed and delivered
under and pursuant to the Mortgage, as from time to time amended or
supplemented, and it is intended by the Mortgagor to confirm hereby
the Mortgage and the property therein described as being mortgaged
or pledged, or intended so to be, as security for the Outstanding

Notes, and other notes of the Mortgagor when and as executed and .

delivered under and pursuant to the Mortgage, as amended and
supplemented hereby; and

WHEREAS, the Mortgage provides that the Mortgagor shall,
upon the written demand of the Government or CFC duly authorize,
execute, and deliver and record and file all such supplemental
mortgages and conveyances as may reasonably be requested by the
Government or CFC to effectuate the intention of the Mortgage and
to provide for the conveying, mortgaging and pledging of the
property of the Mortgagor intended to be conveyed, mortgaged or
pledged by the Mortgage to secure the payment of the principal of
and interest on notes executed and delivered thereunder and
pursuant thereto, or otherwise secured thereby, the Government and
CFC have in writing requested the execution and delivery of this
Supplement (hereinafter called "this Supplemental Mortgage") to the
Mortgage pursuant to such provision; and

WHEREAS, it is further intended by the Mortgagor, at the

request and with the consent of the Mortgagees, to amend the

Mortgage in the respects hereinafter set forth; apd

WHEREAS, all acts, things, and conditions prescribed by
law and by the articles of incorporation and bylaws of the

Mortgagor have been duly performed and complied with to authorize -
" the execution and delivery hereof and to make the Mortgage, as’

amended and supplemented hereby, a valid and binding mortgage to
secure the Outstanding Notes and other notes of the Martgagor when
and as executed and deiivered under and pursuant to the Mbrtgage,
as amended and supplemcnted hereby; and
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WHEREAS, the Government and CFC are authorized to enter
into this Supplemental Mortgage; and :

WHEREAS, to the extent that any of the property described
or referred to herem or in the Mortgage is governed by the
provisions of the Uniform Commercial Code of any state (hereinafter
cilled the "Uniform Commercial Code"), the parties hereto desire
that this Supplemental Mortgage and the Mortgage collectively be
regarded as a "security agreement" under the Uniform Commercial
Code and that this Supplemental Mortgage be regarded as a
"financing statement" under the Uniform Commercial Code for said

security agreement.

NOW, THEREFORE, in consideration of the premises and the
sum of $5 in hand paid by the Mortgagees to the Mortgagor, the
receipt whereof by the Mortgagor prior to the execution and
delivery of this Supplemental Mortgage is hereby acknowledged, this

Supplemental Mortgage witnesseth as follows:

1. The Mortgagor has executed and delivered this
Supplemental Mortgage and has granted, bargained, sold, conveyed,
warranted, assigned, transferred, mortgaged, pledged and set over,
and by these presents does hereby grant, bargain, sell, convey.
warrant, assign, transfer, mortgage, pledge and set over, unto the
Mortgagees and their respective assigns, all and singular the real
and personal property described in the Mortgage as being mortgaged
thereby and all and singular the real and personal property of the
Mortgagor falling within the classes of property embraced in the
description of the "Mortgaged Property" set forth in the Mortgage,
including, without 1limitation, all and singular the real and
personal property of said description heretofore or hereafter
acquired by or constructed by or on behalf of the Mortgagor, and
wheresoever situate, including, without limitation, the "Existing
Electric Facilities" identified and the real estate specifically
described (by reference to deeds or otherwise) in the Mortgage and
mortgaged thereby (except such portions, if any, thereof as have
been released prior to the execution and delivery of this-
Supplemental Mortgage), and, including, without limitation, the
following described property, located in the Counties of
Breckenridge, Bullitt, Grayson, Green, Hardin, Hart, Larue, Meade
and Taylor, in the cOmmonwealth of Kentucky: :

TO WIT: ' .
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A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
Stokley Bowling and Jessie Bowling, his wife, and
was recorded on April 16, 1948 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 520.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn and Godsy Milburn, his wife, and was
recorded on April 16, 1948 in the office of the
clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 517.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn, Godsy Milburn, his wife, Stokley
Bowling and Jessie Bowling, his wife, and was
recorded on April 16, 1948, in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 518.

A certain tract of'land-whé—dééded on December 18,

1954 to Nolin Rural Electric Cooperative Corporation':

by Ree Miller and Ben Miller, her husband, and was
recorded on December 20, 1954 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 145, on page 230.

A certain tract of land was deeded on February 26,
1970 to Nolin Rural Electric Cooperative Corporation
by Wayne G. Overall, Jr., and Nancy J. Overall, his.
wife and was recorded on March 4, 1970 in the office
of the Clerk of the County Court of Hardin in the
state of Kentucky in Deed Book number 224, on pages
1 and 2.

'sA
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6. A certain tract of land was deeded on September 26,
1979 to Nolin Rural Electric Cooperative Corporation
by Howard Pierce and Lorene Pierce, his wife, and
. was recorded on October 1, 1979, in the office of
the Clerk of the County Court of Hardin in the state
of Kentucky in Deed Book 382 on pages 152 and 153.

7. A certain tract of land was deeded on January 11,
1993 to Nolin Rural Electric Cooperative Corporation
by Teri Foster Adams and Theresa Marie Adams, his
wife, and was recorded on January 11, 1993, in the
office of the Clerk of the County Court of Hardin in
the gtate of Kentucky in Deed Book 751 on pages 709-
712.

8. A certain tract of land was deeded on April 8, 1993
to Nolin Rural Electric Cooperative Corporation by
Elizabethtown Industrial Foundation, Inc., a
Kentucky-Non-Profit Corporation, and was recorded on
April 8, 1993, in the office of the Clerk of the
County Court of Hardin in the state of Kentucky in
Deed Book 757 on pages 521-523.

TOGETHER WITH all plants, works, structures, erections, reservoirs,
dams, buildings, fixtures and improvements now or hereafter located
on any of the properties conveyed by any and all of the aforesaid

deeds mentioned above and all tenements, hereditaments and
appurtenances now or hereafter thereunto belonging or in anywise
appertaining.

The description of each of the properties conveyed by and through
the provisions of the aforesaid deeds is by reference made a part
hereof as though fully set forth at length herein.

SB




‘ . .

Supp. to Common RUS-CFC Elec. Mtg. 800K 718 PAGEBBS 11/94 -

(No Debt Limit Increase)
(Outstanding RUS, CFC and FFB Notes)
(SRM-FFB.OUT)

AND ALSO includihg, without limitation:
I

All right, title and interest of the Mortgagor in and to
all extensions and improvements of the "Existing Electric
Facilities", as provided above, and additions thereto, including
all substations, service and connecting lines (both overhead and
underground), poles, towers, posts, crossarms, wires, cables,
conduits, mains, pipes, tubes, transformers, insulators, meters,
electrical connections, lamps, fuses, junction boxes, fixtures,
appliances, generators, dynamos, water turbines, water wheels,
boilers, steam turbines, motors, switch boards, switch racks, pipe
lines, machinery, tools, supplies, switching and other equipment,
and any and all other property of every nature and description,
used or acquired for use by the Mortgagor in connection therewith;

II

All right, title and interest of the Mortgagor in, to and
under any and all grants, privileges, rights of way and easements
now owned, held, leased, enjoyed or exercised, or which may
hereafter be owned, held, leased, acquired, enjoyed or exercised,
by the Mortgagor for the purposes of, or in connection with, the
construction or operation by or on behalf of the Mortgagor of
electric transmission or distribution lines, or systems, whether

underground or overhead or otherwise, or of any electric generating.

plant, wherever located;
I1I

All right, title and interest of the Mortgagor in, to and
under any and all licenses, franchises, ordinances, privileges and
permits heretofore granted, issued or executed, or which may
hereafter be granted, issued or executed, to it or to its assignors
by the United States of America, or by any state, or by any county,
township, municipality, village or other political subdivision
thereof, or by any agency, board, commission or department of any
of the foregoing, authorizing the comstruction, acquisition, or
operation of electric transmission or .distribution lines, or

systems, or any electric generating plant or plants, insofar as the

same may by law be assigned, granted, bargained, sold, conveyed,
transferred, mortgaged, or pledged; -

IV

‘ All right, title and interest of the Mortgagor in, to and
under any and all contracts heretofore or hereafter executed by and
between the Mortgagor and any perron, f£irm, or corporation
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providing for the purchase, sale or exchange of electric power or
energy by the Mortgagor together with any and all other accounts,
contract rights and general intangibles (as such terms are defined
in the applicable Uniform Commercial Code) heretofore or hereafter

acquired by the Mortgagor;

v

Also, all right, title and interest of the Mortgagor in
and to all other property, real or personal, tangible or
intangible, of every kind, nature and description, and wheresocever
situated, now owned or hereafter acquired by the Mortgagor, it
being the intention hereof that all such property now owned but nct
specifically described herein or acquired or held by the Mortgagoxr
after the date hereof shall be as fully embraced within and
subjected to the lien hereof as if the same were now owned by the
Mortgagor and were specifically described herein to the extent
only, however, that the subjection of such property to the lien
hereof shall not be contrary to law;

Together with all rents, income, revenues, profits and
benefits at any time derived, received or had from any and all of
the above-described property of the Mortgagor. S

Provided, however, that except as provided in section
13(b) of article II of the Mortgage, no automobiles, trucks,
trailers, tractors or other vehicles (including without limitation
aircraft or ships, if any) owned or used by the Mortgagor shall be
included in the property mortgaged by the Mortgage and this
Supplemental Mortgage. '

TO HAVE AND TO HOLD the same forever, for the uses and
purposes and upon the terms, conditions, provisos and agreements
expressed and declared in the Mortgage, as amended and supplemented
hereby. '

2. The Outstanding Notes are hereby confirmed as notes
of the Mortgagor entitled to the security of the Mortgage, as
amended and supplemented by this Supplemental Mortgage, and of the
property by the Mortgage and this Supplemental Mortgage mortgaged
and pledged, or intended so to be, equally and ratably with omne
another and with other notes of the Mortgagor when and as executed
and delivered under and pursuant to the Mortgage, as amended and
supplemented hereby, without preference, priority or distinction as
to interest or principal (except as otherwise specifically provided:
in the Mortgage, as amernded and supplemented hereby) or as to lien
or otherwise, of any one of the Outstanding Notes or such other
notes over any other thereof and irrespective of the date cf the
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execution, delivery or maturity thereof, or of the assignment or
negotiation thereof or otherwise. '

3. Additional notes executed and delivered pursuant to
section 1 of article I of the Mortgage, as amended hereby, are
hereby included within the terms "Additional Notes" and "notes", as
defined in the Mortgage, as amended hereby. The Concurrent RUS
Note(s), Concurrent CFC Note, and refunding, renewal and
substituted notes executed and delivered pursuant to said secticn
1 of article I, are hereby included within the term "notes", as
defined in the Mortgage, as amended hereby. There are hereby
included within the term "CFC Loan Agreement”, as defined in the
Mortgage, as amended hereby, all agreements, together with any
amendments or supplements thereto, between the Mortgagor and CFC

pursuant to which the Mortgagor has executed and delivered or will'

execute and deliver to CFC "CFC Notes", as defined in the Mortgage,
as amended hereby. :

4. Any reference herein to the Administrator shall béT.

deemed to mean the Administrator of the Rural Utilities Service or
his duly authorized representative or any other person or authority
in whom may be vested the duties and functions which the

Administrator is now or may hereafter be authorized by law to
perform.

5. All demands, notices, ©reports, approvals,
designations, or directions required or permitted to be given under
the Mortgage, as amended hereby, shall be in writing and shall be
deemed to be properly given if mailed by registered mail addressed
to the proper party or parties at the following addresses:

As to the Mortgagor: as stated in the testimonium clause
hereof.

As to the Mortgagees: CFC: '
National Rural Utilities Cooperative

Finance Corporation
Woodland Park

2201 Cooperative Way
Herndon, Virginia 22071-3025

The Government:
Rural Utilities Service =
Washington, D.C. 20250-1500

and as to any other person, firm, corporation or governmental body
or, agency having an interest herein by reason of being the holder
of any note cr otherwise, at the last address designated by such
person, firm, corporatior, governmental body or agency  to the,
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Mortgagor and the Mortgagees. The Mortgagor or the Mortgagees may
from time to time designate to each other a new address to which
demands, notices, reports, approvals, designations or directions
may be addressed and from and after any such designation the
address designated shall be deemed to be the address of such party
in lieu of the address hereinabove given. -

6. To the extent that any of the property described cor
referred to herein and in the Mortgage is governed by the
provisions of the Uniform Commercial Code, the Mortgage and this
Supplemental Mortgage, collectively, are hereby deemed a "security
agreement" under the Uniform Commercial Code, and this Supplemental
Mortgage is also hereby declared to be a "financing statement”,.
under the Uniform Commercial Code for said security agreement. The
mailing address of the Mortgagor as debtor, and of the Mortgagees
as secured parties, are as set forth in the Mortgage and in section

5 of this Supplemental Mortgage.

7. All of the terms, provisions and covenants of the
Mortgage, except as expressly modified hereby, shall be and remain
in full force and effect.

8. The invalidity of any one or more phrases, clauses,
sentences, paragraphs or provisions of this Supplemental Mortgage
shall not affect the validity of the remaining portions hereof.

9. This Supplemental Mortgage may be simultaneously
executed in any number of counterparts, and all of said
counterparts executed and delivered, each as an original, shall
congtitute but one and the same instrument.




Supp. to Common RUS-CFC Elec. Mtg. o 11/94
(No Debt Limit Increase) BOOK 718 PA(‘,5672 :

(Outstanding RUS, CFC and FFB Notes)
(SRM-FFB.OUT)

IN WITNESS WHEREOF, NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION, as Mortgagor, has caused this Supplemental Mortgage to
be signed in its name and its corporate seal to be hereunto affixed
and attested by its officers thereunto duly authorized, NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE CORPORATION, as Mortgagee, has
caused this Supplemental Mortgage to be signed in its name and its
corporate seal to be hereunto affixed and attested by its officers
thereunto duly authorized, and UNITED STATES OF AMERICA, as
Mortgagee, has caused this Supplemental Mortgage to be: duly

executed in its behalf, all as of the day and year first above

written.
NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION
WQ ’JV"-*"/L(
President
(Seal)
Attestg;(;é ! 4;”“_

Secretary

Executed by the Mortgagor in
the pyesence of:

- 10 -
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NATIONAL RURAL UTILITIES COOPERATIVE

l (Seal) | -
 C Ay A2

Assistant Secretary —7,casures—

Executed by‘National Rural Utilities
Cooperative Finance Corporation,

Ms;;g&gee, ii:gz?ﬂpr sence of:
LA 7 %

AL /

Witnesses

UNITED STATES OF AMERICA
by O [/’ e taann~__
. Director, Northegn Regional Division

of the
Rural Utiliti Service

Executed by United States
of America, Mbrtgagee, in
the presence of:

- 11 -
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COMMONWEALTH OF KENTUCKY ; S
S
COUNTY op Stebe-tb-ler ) _

I, Janiece M. praodles , a Notary Public in
and for the County and Commonwealth aforesaid, do hereby certirfy '
that Lopert C.Jade ., personally known to me to be
the President of Nolin Rural Electric Cooperative

Corporation, a corporation of the Commonwealth of Kentucky, and to
me known to be the identical person whose name is as President of
said corporation, subscribed to the foregoing instrument, appeared
before me this day in person and produced the foregoing instrument
to me in the County aforesaid and acknowledged that as such
President he signed the foregoing instrument pursuant to authority
given by the board of directors of saild corporation as his free and
voluntary act and deed and as the free and voluntary act and deed
of said corporation for the uses and purposes therein set forth and
that the seal affixed to the foregoing instrument is the corporate
seal of said corporation.

Given ‘under my hand this /3# day of Je // , 1975,

Qmue,%m«r(w

Notary Public
in and for 2o - * 4‘8(’ County, Kentucky

(Notarial Seal)

My commission expires: 7-10-9¢

COMMONWEALTH OF VIRGINIA )
) sS

COUNTY OF FAIRFAX )
A’?‘xe foregoim ent: was acknowled ed before me this

/H,Mof the National

Ruge Utilities Cooperative Fi ce Corporation, a District of
Columbia corporation, on behalf of said corporation.

! Not:ary Public

-(Notarial Seal)

My commission expires: /I/%’D/??‘
- 12 -
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DISTRICT OF COLUMBIA ) SS

BEFORE ME, a Notary Public, in and for the District of
Columbia, appeared in person the within named THROMAS W. NUSBAUIW
Director of the Northern Regional Division of the Rural Utilities
Service, United States of America, to me personally known, and
known to be the identical person who subscribed the foregoing
instrument in said capacity, and who, after being by me duly sworn,
stated that he is duly authorized to execute the foregoing
instrument for and in the name and behalf of the United States of
America, and further stated and acknowledged that he had executed
the foregoing instrument as the free and voluntary act and deed of
the United States of America, for the consideration, uses and
purposes therein mentioned and set forth. .

IN TESTIMONY WHEREOF, I have hereunto set my hand and

official seal this /71‘7(4 day of 3//&“""‘?, -, 1995,
dall WK bwet £

Yotary Public

(Notarial Seal)

My commission expires:

.2

STATE OF K
e el o
_ \ DON, ¢
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RUS PROJECT DESIGNATION:
Kentucky 51-AF6] Hardin
RESTATED MORTGAGE & SECURITY AGREEMENT

made by and among

NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION
612 East Dixie Avenue . .
Elizabethtown. Kentucky $270J-1094,

Mortgagor. and

UNITED STATES OF AMERICA
Rural Utilities Service
Washington. D.C. 20250-1500,

Mortgagee. and
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION

2201 Cooperative Way
Herndon. Virginia 20171-3025,

Mortgagee

frin ot (Box)

THIS INSTRUMENT GRANTS A SECURITY INTEREST IN A TRANSMITTING UTILITY.

THE DEBTOR AS MORTGAGOR IS A TRANSMITTING UTILITY.

THIS INSTRUMENT CONTAINS PROVISIONS THAT COVER REAL AND PERSONAL PROPERTY, AFTER-ACQUIRED PROPERTY,
PROCEEDS, FUTURE ADVANCES AND FUTURE OBLIGATIONS.

NOTICE - THIS MORTGAGE SECURES CREDIT IN THE AMOUNT OF UP TO $50,000,000.00.

INDEBTEDNESS SECURED HEREUNDER, INCLUDING FUTURE INDEBTEDNESS. TOGETHER WITH INTEREST, ARE SENIOR TO
INDEBTEDNESS TO OTHER CREDITORS UNDER MORTGAGES AND LIENS FILED OR RECORDED SUBSEQUENT HERETO.
THIS INSTRUMENT WAS PREPARED BY GEORGANN GUTTERIDGE. AS ATTORNEY FOR UNITED STATES DEPARTMENT OF

AGRICULTURE. RURAL UTILITIES SERVICE, WASHINGTON, D.C. 20250-1500.

No. ;L_é. ' - . Uengrated: April 23, 1997 rest ontalg 3 1397v2.2b

Lo b 7]
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RESTATED MORTGAGE AND SECURITY AGREEMENT., dated as of May 1. 1997. (hereinafier
sometimes called this “Mortgage") is made by and among NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION (hereinafier called the "Mortgagor*), a corporation existing under the laws of the State of
Kentucky, and the UNITED STATES OF AMERICA ‘icting by and through the Administrator of the Rural
Utilities Service (hereinafier called the "Government”) and NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (hereinafter called "CFC"), a corporation existing under the laws of the District of -
Columbia. and is intended to confer rights and benefits on both the Government and CFC. as well as any and all
other lenders pursuant to Article II.of this Mortgage that enter into a supplemental mortgage in accordance with
Section 2.04 of Article II hereof (the Government and CFC and any such other lenders being herein sometimes
collectively referred to as the "Martgagees”).

RECITALS
WHEREAS, the Mortgagor. the Government and CFC are parties to that certain Restated Mortgage and
Security Agreement dated as of December 2Q. 1991. as supplemented, amended or restated (the "Original
Mortgage" identified in Schedule "A" of this Mortgage) originally entered into among the Mortgagor. the
Government acting by and through the Administrator of the Rural Electrification Administration. the predecessor
of RUS, and CFC.

WHEREAS, the Mortgagor deems it necéssary to borrow money for its corporate purposes and to issue its
promissory notes and other debt obligations therefor from time to time in one or mare series. and to mortgage and
pledge its property hereinafier described or mentioned to secure the payment of the same;

WHEREAS, the Mortgagor desires to enter into this Mortgage pursuant to which all secured debt of the
Mortgagor hereunder shall be secured on parity: '

WHEREAS, this Mortgage restates and consolidates the Original Mortgage while preserving the priority
of the Lien under the Original Mortgage securing the payment of Mortgagor's outstanding obligations secured
under the Original Mortgage, which indebtedness is described more particularly by listing the Original Notes in
Schedule "A" hereto; and

WHEREAS, all acts nécessary to make this Mortgage a valid and binding legal instrument for the security
of such notes and obligations, subject to the terms of this Mortgage, have been in all respects duly authorized:

NOW. THEREFORE. THIS MORTGAGE WITNESSETH: That to secure the payment of the principal of
(and premium, if anyyand interest on the Original Notes and all Notes issued hereunder according to their tenor
and effect. and the performance of all provisions therein and herein contained. and in consideration of the
covenants herein contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the
Mortgagor has mortgaged, pledged and granted a continuing security interest in, and by these presents does hereby
grant. bargain, sell, alienate, remise, release, convey, assign, transfer. hypothecate, pledge, set over and confirm,
pledge. and grant a continuing security interest and lien in for the purposes hereinafler expressed. unto the
Mortgagees all property. rights, privileges and franchises of the Mortgagor of every kind and description. real.
personal or mixed, tangible and intangible, of the kind or nature specifically mentioned herein OR ANY OTHER ,
KIND OR NATURE, except any Excepted Property. now owned or hereafter acquired by the Mortgagor (by )
purchase, consolidation, merger. donation. construction. erection or in any other way) wherever located. including _
(without limitation) all and singular the following:

ERM-09-10-000-KY Page 1
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GRANTING CLAUSE FIRST

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

B. all of the Mortgagor's interest in fixtures, easements, permits, licenses and rights-of-way comprising real
property, and all other interests in real property, comprising any portion of the Utihty System (as herein
defined) located in the Counties listed in Schedule *B" hergto;

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

6] relating to the ownership. operation or maintenance of any generation, transmission or
distribution facility owned. whether solely or jointly, by the Mortgagor,

{ii) for the purchase of electric power and energy by the.Mortgagor and having an original term in
excess of 3 years, .

(iid) for the sale of electric power and energy by the Mortgagor and having an original term in excess
of 3 years. and

(iv) for the transmission of electric power and energy by or on behalf of the Morigagor and having an

original term in excess of 3 years, including in respect of any of the foregoing, any amendments,
supplements and replacements thereto,

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

ALSO ALL OTHER PROPERTY. real estate. lands, easements, servitudes, licenses, permits, allowances,
consents. franchises, privileges, rights of way and other rights in or relating to real estate or the occupancy of the
same: all power sites. storage rights, water rights, water locations, water appropriations, ditches, flumes, reservoirs,
reservoir sites. canals, raceways, waterways, dams, dam sites, aqueducts, and all other rights or means for
appropriating. conveying, storing and supplying water; all rights of way and roads; all plants for the generation of
electric and other forms of energy. (whether now known or hereafier developed) by steam, water, sunlight, chemical
processes and/or (without limitation) all other sources of power (whether now known or hereafter developed): all
power Liouses, gas plants, strest lighting systems, standards and other equipment incidental thercto; all telephone,
radio. television and other communications, image and data transmission systems, air conditioning systems and
equipment incidental thereto, water wheels, waterworks, water systems, steam and hot water plants, substations,
lines, service and supply systems, bridges, culverts, tracks, ice or refrigeration plants and equipment. offices,
buildings and other structures and the equipment thereto, all machinery, engines, boilers, dynamos, turbines,
electric. gas and other machines, prime movers, regulators, meters, transformers, generators (including, but not
limited to. engine-driven generators and turbo generator units), motors, electrical, gas and mechanical appliances.
conduits. cables. water. steam, gas or other pipes. gas mains and pipes. service pipes. fittings, valves and
connections. pole and transmission lines. towers, overhead conductors and devices, underground conduits,
underground conductors and devices. wires. cables, tools, implements. apparatus, storage battery equipment. and
all other fixtures and personalty: all municipal and other franchises, conscats, certificates or permits: all emissions
allowances: all lines for the transmission and distribution of electric current and other forms of energy, gas, steam, -
water or communications, images and data for any purpose including towers, poles. wires, cables. pipes. conduits. =
ducts and all apparatus for use in connection therewith, and (except as hereinbefore or hereinafter expressly
excepted) all the right, title and interest of the Mortgagor in and to all other property of any kind or nature
appertaining to and/or used and/or occupied and/or employed in connecticn with any property hereinbefore
described. but in all circumstances excluding Excep?ed Property:
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GRANTING CLAUSE SECOND

All other property, real, personal or mixed. of whatever kind and description and wheresoever situated,
including without limitation goods, accounts, money heid in a trust account pursuant hereto or to a Loan
Agreement, and general intangibles now owned or which may be hereafter acquired by the Mortgagor, but
excluding Excepted Property. now owned or which may be hereafter acquired by the Mortgagor, it being the
intention hereof that all property, rights, privileges. allowances and franchisees now owned by the Mortgagor or
acquired by the Mortgagor after the date hiereof (other than Excepted Property) shall be as fully embraced within
and subjected to the lien hereof as if such property were specifically described herein. '

GRANTING CLAUSE THIRD

Also any Excepted Property that may, from time to time hereafter, by delivery or by writing of any kind, be
subjected to the lien hereof by the Mortgagor or by anyone in its behalf, and any Mortgagee is hereby authorized to
receive the same at any time as additional security hereunder for the benefit of all the Mortgagees. Such subjection
to the lien hereof of any Excepted Property as additional security may be made subject to any reservations, -
limitations or conditions which shall be set forth in a written instrument executed by the Mortgagor or the person
$0 acting in its behalf or by such Mortgagee respecting the use and disposition of such property or the proceeds
thereof,

-

GRANTING CLAUSE FOURTH

Together with (subject to the rights of the Mortgagor set forth on Section 5.01) all and singular the
tenements, hereditaments and appurtenances belonging or in anywise appertaining to the aforesaid property or any
part thereof. with the reversion and reversions, remainder and remainders and all the tolls, earnings, rents, issues,
profits, revenues and other income, products and proceeds of the property subjected or required to be subjected to
the lien of this Mortgage, and all other property of any nature appertaining to any of the plants, systems. business
or operations of the Mortgagor, whether or not affixed to the realty, used in the operation of any of the premises or
plants or the Utility System, or otherwise, which are now owned or acquired by the Mortgagor, and all the estate,
right. title and interest of every nature whatsoever, at law as well as in equity, of the Mortgagor in asd to the same
and every part thereof (other than Excepted Property with respect to any of the foregoing).

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

A. all shares of stock. securities or other interests of the Mongagor in the National Rural Utilities Cooperative

Finance Corporation, CoBank, ACB. its predecessors in interest and the St. Paul Bank for Cooperatives other

than any stock. securities or other interests that are specifically described in Snbelause D of Granting Clause
First as being subjected to the lien hereof

B. all rolling stock (except mobile sub-tations), automobiles, buses. trucks, truck cranes, tractors, trailers and
similar vehicles and movable equipinent. and all tools, accessories and supplies used in connection with any
of the foregoing.
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C. all vessels. boats, ships. barges and other marine equipment. all airplanes, airplane engines and other flight
equipment. and all tools, accessaries and supplies used in connection with any of the foregoing;

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

E. all leasehold interests for office purposes:;

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

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

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

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

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

PROVIDED. HOWEVER. that (I) if, upon the occurrence of an Event of Default, any Mortgagee, or any
receiver appointed pursuant to statutory provision or order of court, shall have entered into possession of all or
substantially all of the Mortgaged Property, all the Excepted Property described or referred to in the foregoing
Subdivisions A through H, inclusive, then owned or thereafter acquired by the Mortgagor shall immediately, and,
in the case of any Excepted Property described or referred to in Subdivisions I through J, inclusive, upon demand
of any Mortgages or such receiver, become subject to the lien hereof to the extent permitted by law, and any
Mortgagee or such receiver may. to the extent permitted by law, at the same time likewise take possession thereof,
and (ii) whenever all Events of Default shall have been cured and the possession of all ar substantially all of the
Mortgaged Property shall have been restored to the Mortgagor, such Excepted Property shall again be excepted and
excluded from the lien hereof 10 the extent and otherwise as hercinabove set forth. .

However. pursuant to Granting Clause Third, the Mortgagor may subject to the lien of this Mortgage any
Excepted Property, whercupon the same shall cease to be Excepted Property.

HABENDUM ' o

TO HAVE AND TO HOLD all said property. rights. privileges and franchises of every kind and description.
real. personal or mixed. hereby and hereafier (by supple.mental mortgage or otherwise) granted, bargained, sold,
aliened. remised. released. conveyed, assigned, transferred, mortgaged, encumbered, hypothecated. pledged. sct
over. confirmed. or subjected to a continuing security interest and lien as aforesaid, together with all the
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appurtenances thereto appertaining (said properties. rights, privileges and franchises. including any cash and
securities hereafter deposited with any Mortgagee ((other than any such cash, if any, which is specificaily stated
herein not to be deemed part of the Mortgaged Property)), being herein collectively called the "Mortgaged
Property”) unto the Mortgagees and the respective assigns of the Mortgagees forever, to secure equally and ratably
the payment of the principal of (and premium, if any) and interest on the Notes, according to their terms, without
preference. priority or distinction as to interest or principal (except as otherwise specifically provided herein) or as
10 lien or otherwise of any Note over any other Note by reason of the priority in time of the execution, delivery or
maturity thereof or of the assignment or negotiation thereof, or otherwise, and to secure the due performance of all
of the covenants, agreements and provisions herein and in the Loan Agreements contained, and for the uses and
purposes and upon the terms, conditions, provisos and agreements hereinafier expressed and declared,

SUBJECT. HOWEVER. to Permitted Encumbrances (as defined in Section 1.01).

ARTICLE I

DEFINITIONS & OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.  _Definitions. . . - . e e e e

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

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

Additional Notes shall mean any Government Notes issued by the Mortgagor to the Government
and any Notes issued by the Mortgagor to any other lender, in either case pursuant to Article II of
this Mortgage, including any refunding, renewal, or substitute Notes or Government Notes which
may from time to time be executed and delivered by the Mortgagor pursuant to the terms of
Articie IL, .

Board shall mean either the Board of Directors or the Board of Trustees, as the case may be, of
the Mortgagor.

Business Day shall mean any day that the Government is open for business.
Debt Service Coverage Ratio ("DSC™) shalj mean the ratjo determined as follows: for each

calendar year add
(i) Patronage Capital or Margins of the Mortgagor,
(ii) Interest E.\pénse on Total Long Term Debt of the Mortgagor (as computed in

accordance with the principles set forth in the definition of TIER) and

(iii) Depreciation and Amortization Expense of the Mortgagor, and divide the total so
obtained by an amount equal to the sum of all payments of principal and interest
required 10 be made on account of Total Long-Term Debt during such calendar year
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increasing said sum by any addition to interest expense on account of Restricted
Rentals as computed with respect to the Times Interest Earned Ratio herein,

Depreciation and Amortization Expense shall mean an amount constituting the depreciation

and amortization of the Mortgagor as computed pursuant to Accounting Requirements,

Electric System shall mean, and shall be broadly construed to encompass and include, all of the
Mortgagor's interests in all electric production. transmission, distribution, conservation, load
management, general plant and other related facilities, equipment or property and in any mine,
well, pipeline. plant, structure or other facility for the development, production, manufacture,
storage. fabrication or processing of fossil, nuclear or other fuel of any kind or in any facility or
rights with respect to the supply of water. in each case for use, in whole or in major part, in any
of the Mortgagor’s generating plants. now existing or hereafter acquired by lease, contract,
purchase or otherwise or constructed by the Mortgagor, including any interest or participation of
the Mortgagor in any such facilities or any rights to the output or capagity thereof, together with
all additions. betterments. extensions and improvements to such Electric System or any part
thereof hereafier made and together with all lands, easements and rights-of-way of the Mortgagor
and all other works, property or structures of the Mortgagor and contract rights and other -
tangible and intangible assets of the Mortgagor used or useful in connection with or related to

such Electric System. including without limitation a contract right or other contractual

arrangement referred to in Granting Clause First, Subclause C, but excluding any Excepted

Property.

! ental Laws shall mean all federal, state, and local laws, -
regulauons. and reqmrements related to protection of human health or the environment,

including but not limited to the Comprehensive Environmental Response, Compensation and

Liability Act of 1980 (42 U.S.C. 9601 et seq.), the Resource Conservation and Recovery Act (42

U.S.C. 6901 et seq.). the Clean Water Act (33 U.S.C. 1251 et seq.) and the Clean Air Act (42

U.S.C. 7401 et seq.). and any amendments and implementing regulations of such acts.

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

Event of Default shall have the meaning specified in Section 4.01 hereof.
Excepted Property shail have the meaning stated in the Granting Clanses. .

Government shall mean the United States of America actmg by and through 1he Administrator
of RUS or REA and shall include its successors and assigns.

Government Notes shall mean the Original Notes, and any Additional Notes, issued by the
Mortgagor to the Government, or guaranteed or insured as to payment by the Government.

Independent shall mean when used with respect to any specified person or entity means such a

person or entity who (1) is in fact independent, (2) does not have any direct financial intcrestor.. .

any material indirect financial interest in the Mortgagor or in any affiliate of the Mortgagorand ..
(3) is not connected with the Mortgagor as an officer, employee, promoter, underwriter. trustec, . )
partner. director or person performing similar functions.

Interest Expense shall mean an amount constituting the interest expense of the Mortgagor as
computed pursuant to Accounting Requirements.
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Lien shall mean any statutory or common Jaw or non-consensual mortgage. pledge, security
interest. encumbrance. lien. right of set off, claim or charge of any kind, including, without
limitation, any conditional sale or other title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the UCC.

Loan Agreement shall mean any agreement executed by and between the Mortgagor and the
Government or any other lender in connection with the execution and delivery of any Notes

secured hereby.

Long-Term Debt shall mean any amount included in Total Long=Term Debt pursuant to
Accounting Requirements,

Lounp-Term Lease shall mean a lease having an unexpired term (taking into account terms of
renewal at the option of the lessor. whether or not such lease has previously been renewed) of

more than 12 months,

Marging shall mean the sum of amounts recorded as operating margins and non-operating
margins as computed in accordance with Accounting Requirements.

Maximum Debt Limit. if any. shall mean the amount more particularly described in Schedule
"A" hereof.

Mortgage shail mean this Restated Mortgage and Security Agreement, including any
amendments or supplements thereto from time to time, R

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

Mortgagee or Mortgagees shall mean the parties identified in the first paragraph of this

instrument as the Mortgagees. as well as any and all other entities that become a Mortgagee

pursuant to Article II of this Mortgage by entering into a supplemental mortgage in accordance

with Section 2.04 of Article II hereof. The term also includes in all cases the successors and .

assigns of any Mortgagee.

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

Note or Notes shall mean one or more of the Government Notes, and any other Notes which
may. from time to time, be secured under this Mortgage. ‘

Noteholder or Noteholders shall mean one or more of the holders of Notes secured by this —
Mortgage: PROVIDED, hoyever, that in the case of any Notes that have becn guaranteed or .
insured as to payment by the Government, as to such Notes Noteholder or Noteholders shall

mean the Government. exclusively. regardless of whether such notes are in the possession of the

Government. .

Original Mortgage means the instrument(s) identified as such in Schedule "A" hercof. -
Original Notes shall mean the iJotes listed ou Schedule "A* hereto as such, such Notes being -

instruments evidencing outstanding indebtedness of the Mortgagor (i) to the Government _
(including indebtedness which has been issued by the mortgagor to a third party and guaranteed

Page 7




m

)
)

&)

&)

©

M

ERM-09-10-000-KY

sook 199 w327

or insured as to payment by the Government) and (ii) to each other Mortgagee on the date of this
Mortgage. .

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

Permitted Debt shall have the meaning specified in Section 3.08, -
Permitted Fncumbrances shall mean:

as to the property specifically described in Granting Clause First. the restrictions, exceptions.

reservations. conditions. limitations. interests and other matters which are set forth or referred 1o

in such descriptions and each of which fits one or more of the clauses of this definition.

PROVIDED. such matters do not in the aggregate materially detract from the value of the

Mortgaged Property taken as a whole and do not materially impair the use of such property for

the purposes for which it is held by the Mortgagor; -

liens for taxes. assessments and other governmental charges which are not delinquent:

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

mechanics', workmen's. repairmen’s, materialmen's. warehousemen's and carriers' liens and other
similar liens arising in the ordinary course of business for charges which are not delinquent. or
which are being contested in good faith and have not proceeded to judgment; PROVIDED the
Mortgagor shall have set aside on its books adequate reserves with respect thereto.

liens in respect of judgments or awards with respect to which the Mortgagor shall in good faith
currently be prosecuting an appeal or proceedings for review and with respect to which the
Mortgagor shall have secured a stay of execution pending such appeal or proceedings for review:
PROVIDED the Mortgagor shall have set aside on its books adequate reserves with respect
thereto;

easements and similar rights granted by the Mortgagor over or in respect of any Mortgaged
Property. PROVIDED that in the opinion of the Board or a duly authorized officer of the
Mortgagor such grant will not impair the usefulness of such property in the conduct of the
Mortgagor's business and will not be prejudicial to the interests of the Mortgagees. and similar
rights granted by any predecessor in title of the Mortgagor.

easements. leases. reservations or other rights of others in any property of the Mortgagor for

streets. roads. bridges. pipes. pipe lines. railroads. electric transmission and distribution lines.
telegraph and telephone lines, the removal of oil. gas, coal or other minerals and other similar .
purposes. flood rights, river control and development rights. sewage and drainage rights. -
restrictions against pollution and zoning laws and minor defects and irregularities in the record -
evidence of title. PROVIDED that such easements, leases. reservations. rights, restrictions, laws,
defects and irregularides do not materially affect the marketability of title to such property and ¢
not in the aggregate materially impair the ase of the Mortgaged Property taken as a whole for the
purposes for which i- is held by the Mortgagor:
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liens upon lands over which easements or rights of way are acquired by the Mortgagor for any of
the purposes specified in Clause (7) of this definition, securing indebtedness neither created,
assumed nor guaranteed by the Mortgagor nor on account of which it customarily pays interest.
which liens do not materially impair the use of such easements or rights of way for the purposes
for which they are held by the Mortgagor;

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

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

any lien or privilege vested in any lessor, licensor or permittor for rent to become due or for other
obligations or acts 10 be performed. the payment of which rent or performance of which other
obligations or acts is required under leases, subleases. liccnses or permits. so long as the payment
of such rent or the performance of such other obligations or acts is not delinquent.

liens or privileges of any employees of the Mortgagor for salary or wages earned but not yet
payvable; -

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

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

rights reserved to, or vested in, any municipality or governmental or other public authority to
control or regulate any property of the Mortgagor, or to use such property in any manner, which
rights do not materially impair the use of such property. for the purposes for which it is held by
the Mortgagor;

any obligations or duties, affecting the property of the Morigagor, to any municipality or
governmental or other public authority with respect to any franchise, grant. license or permit;

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

Page 9




(18)

(19)

(20)

21

(22)

(23)
(29)

(25)

ERM-09-10-000-RY

® Y
sox 799 rcc329

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

any lien required by law or governmental regulations as a condition to the transaction of any
business or the exercise of any privilege or license. or to enable the Mortgagor to maintain self-
insurance or to participate in any fund established to cover any insurance risks or in connection
with workmen's compensation. unemployment insurance, old age pensions or other social
security. or to share in the privileges or benefits required for companies participating in such
arrangements; PROVIDED, HOWEVER. that nothing in this clause 19 is intended to waive any
claim or rights that the Government may otherwise have under Federal laws:

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

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

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

purchase money mortgages permitted by Section 3.08:
the Original Mortgage:
this Mortgage.

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

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

2) used or useful in the utility busihess of the Mortgagor conducted with the properties
described in the Granting Clauses of this Mortgage. even though separate from and
not physically connected with such properties.

"Property Additions" shall also include:

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

€)) property located or constructed on. over or under public highways. rivers or ather
public property if the Mortgagor has the lawful right under permits. licenses or
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franchises granted by a governmental body having jurisdiction in the premises or by

the Iaw of the State in which such property is located to maintain and operate such

property for an unlimited, indeterminate or indefinite period or for the period. if any,

specified in such permit, license or franchise or law and to remove such property at the

expiration of the period covered by such permit, license or franchise or law, or if the ..
terms of such permit, license, franchise or law require any public authority baving the
right 10 take over such property to pay fair consideration therefor.

"Property Additions” shall NOT include:

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

(b)  any shares of stock or indebtedness or certificates or evidences of interest —
therein or other securities, or .

(¢)  any plant or system or other property in which the Mortgagor shall acquire only
a leasehold interest. or any betterments, extensions, improvements or additions
(other than movable physical personal property which the Mortgagor has the
right to remove), of, upon or to any plant or system or other property in which
the Morigagor shall own only a leasehold interest unless (i). the term of the =
Ieasehold interest in the property to which such betterment, extension, _
improvement or addition relates shall extend for at Jeast 75% of the useful Jife .
of such betterment, extension, improvement or addition and (ii) the lessor shall _
have agreed to give the Mortgagee reasonable notice and opportunity to cure
any defauit by the Mortgagor under such lease and not to distwb any -
Mortgagee's possession of such leasehold estate in the event any Mortgagee
succeeds to the Mortgagor’s interest in such lease upon any Mortgagee's _
exercise of any remedies under this Mortgage so long as there is no default in —_
the performance of the tenant's covenants contained therein, or

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

Prudent [tility Practice shall mean any of the practices, methods and acts which, in the

exercise of reasonable judgment. in light of the facts, including, but not limited to, the practices. -
methods and acts engaged in or approved by a significant portion of the electric utility industry .
prior thereto, known at the time the decision was made, would have been expected to accomplish

the desired result consistent with cost-effectiveness, reliability, safety and expedition. It is

recognized that Prudent Utility Practice is not intended to be limited to optimum practice, method

or act to the exclusion of all others. but rather is a spectrum of possible practices, methods or acts

which could have been expected to accomplish the desired result at the lowest reasonable cost .-
consistent with cost-effectiveness, reliability, safety and expedition.

REA shall mean the Rural Electrification Administration of the United States Departmentof
Agriculture. the predecessor of RUS. - -

Regulatory Created Assets shall mean the sum of any amounts properly recordable as .

unrecovered plant and regulatory study costs or as othe: regulatory assets, pursuant to
Accounting Requirements, ' -
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Restricted Rentals shall mean all rentals required to be paid under finance leases and charged to
income. exclusive of any amounts paid under any such lease (whether or not designated therein
as rental or additional rental) for maintenance or repairs, insurance, taxes, assessments, water
rates or similar charges. For the purpose of this definition the term "finance lease” shall mean
any lease having a rental term (including the term for which such lease may be renewed or
extended at the option of the lessee) in excess of 3 years and covering property having an initial
cost in excess of $250,000 other than aircraft, ships, barges, automobiles, trucks, trailers, rolling
stock and vehicles; office, garage and warehouse space; office equipment and computers.

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

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

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

Supplemental Mortgage shall mean an instrument of the type described in
Section 2.04.

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

Title Evidence shall mean with respect 1o any real property:

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

Total Assets shall mean an amount constituting total assets of the Mortgagor as computed
pursuant to Accounting Requirements, but excluding any Regulatory Created Asscts.

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

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

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

Utility System shall mean the Electric System and all of the Mortgagor's interest in community
infrastructure located substantially within its electric service territory, namely water and waste
systems. solid waste disposal facilities, telecommunications and other electronic communications
systems. and natural gas distribution systems,

General Rules of Construction:

a. Accounting terms not defined in Section 1.01 are used in this Mortgage in their ordinayy
sense and any computations relating to such terms shall be computed in accordance with the
Accounting Requirements.

b.  Any reference to "directors” or "board af directors” shall be deemed to mean "trustees” or
"board of trustees,” as the case may be.

Special Rules of Construction if RUS is a Mortgagee:

During any period that RUS is a Mortgagee, the following additional provisions shall apply:

a. Inthe case of any Notes that have becn guaranteed or insured as to pavment by RUS, as to
such Notes RUS shall be considered to be the Noteholder, exclusively, regardless of whether

such Notes are in the possession of RUS.

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

Governing Law:

This Mortgage shall be construed in and governed by Federal Iaw to the extent applicable. and
otherwise by the laws of the state list>d on Schedule "A*" hereto.
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All demands, notices, reports, approvals, designations, or directions required or permitted to be
given hereunder shall be in writing and shall be deemed to be properly given if sent by registered
or certified mail, postage prepaid, or delivered by hand, or sent by facsimile transmission, reccipt
confirmed. addressed to the proper party or parties at the addresses listed on Scheduie "A" hereto,
and as to any other person, firm, corporation or governmental body or agency having an interest
berein by reason of being a Mortgagee, at the last address designated by such person, firm,
corporation. governmental body or agency to the Mortgagor and the other Mortgagees. Any such
party may from time to time designate to each other a nesw address to which demands, notices,
reports, approvals, designations or directions may be addressed, and from and after any such
designation the address designated shall be deemed to be the address of such party in lieu of the
address given above.

ARTICLE I

ADDITIONAL NOTES

(a) Without the prior consent of any Mortgagee or any Noteholder, the Mortgagor may issue
Additional Notes 1o the Government or to another lender or lenders for the purpose of
acquiring, procuring or constructing new or replacement Eligible Property Additions
and such Additional Notes will thereupon be secured equally and ratably with the Notes
if each of the following requirements are satisfied:

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

@

(if)

(iii)

(iv) .

The Mortgagor shall have achieved for each of the two calendar
years immediately preceding the issuance of such Additional Notes,
a TIER of not less than 1.5 and a DSC of not less than 1,25,

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

After taking into account the effect of such Additional Notes on the
Total Assets of such Mortgagor, the Mortgagor shall have Equity
greater than or equal to 27 percent of Total Assets on 2 pro forma
basis and

The sum of the aggregate principal amount of such Additional Notes
(if any) that are not related to the Electric System if added to the -
aggregate outstanding principal amount of all the existing Notes (if
any) that are not related to the Electric System will not exceed 30%
of the Mortgagor's Equity on a pro forma basis.
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(2) No Event of Default has occurred and is continuing hereunder, or any event
which with the giving of notice or lapse of time or both would become an Event
of Default has occurred and is continuing.

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

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

(b) For purposes of this section:

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

) Notes are considered to be “issued” on. and the date of "issuance” shall be, the
- date on which they are executed by the Mortgagor: and

@3) For purposes of calculating the pro forma ratios in subparagraphs (a)(1)(ii) and
(iii). the values for Total Long Term Debt and Total Assets before debt issuance
and the values for Equity and Net Utility Plant shall be the most recently
available end-of-month figures preceding the issuance of the Additional Notes,
but in no case for a month ending more than 180 days preceding such issuance,

Refunding or Refinancing Notes:

The Mortgagor shall also have the right without the consent of any Mortgagee or any Noteholder
to issue Additional Notes for the purpose of refunding or refinancing any Notes so long as the
total amount of outstanding indebtedness evidenced by such Additional Note or Notes is not
greater than 105% of the then outstanding principal balance of the Note or Notes being refunded
or refinanced. PROVIDED, HOWEVER, that the Mortgagor may not exercise its rights under
this Section if an Event of Default has occurred and is continuing, or any event which with the
giving of notice or lapse of time or both would become an Event of Default has occurred and is
continuing. On or before the first advance of proceeds from Additional Notes issued under this
section, the Mortgagor shall natify each Mortgagee of the refunding or refinancing. Additional
Notes issued pursuant to this Section 2.02 will thereupon be secured equally and ratably with the
Notes.

Other Additional Notes.

With the prior written éonsent of each Mortgagee, the Mortgagor may issue Additional Notes to ,,

the Government or any lender or lenders. which Notes will thereupon be secured equally and
ratably with Notes without regard to whether any of the requirements of Sections 2.01 o~ 2.02 are
satisfied.
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Additional Lenders Entitled to the Benefit of This Mortgage:

Without the prior consent of any Mortgagee or any Noteholder, each new lender designated as a
payee in any Additional Notes issued by the Mortgagor pursuant to Section 2.01 or 2.02 of this
Mortgage shall become a Mortgagee hereunder upon the execution and delivery by the Mortgagor
and such lender of a supplemental mortgage hereto designating such lender as a Mortgagee
hereunder. Such new lender shall be entitled to the benefits of this Mortgage without further act
or deed. Each Mortgagee and each person or entity that becomes a lender pursuant to Section
2.01 or 2.02 of this Mortgage shall, upon the request of the Mortgagor to do so, execute and
deliver a supplement to this Mortgage in substantially the form set forth in Section 2.05 to
evidence the addition of such new lender as an additional Mortgagee entitled to the benefits of
this Mortgage. The failure of any existing Mortgagee to enter into such supplemental mortgage
shall not deprive the new lender of its rights under this Mortgage; provided that such additional
indebtedness otherwise conforms in all respects with the requirements for issuing Additional
Notes under this Mortgage. . .

Form of Supplemental Mortgage:

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

) In the event that the Mortgagor subsequently issues Additional Notes pursuant to
Sections 2.01 or 2,02 to any existing Mortgagee and that Mortgagee desires further
assurance that such Additional Notes will be secured by the lien of the Mortgags, an
instrument substantially in the form of the supplemental mortgage attached as Exhibit B
may be used.

©) In the event that the Mortgagor issues Additional Notes pursuant to Section 2,03 to
either an existing Mortgagee or a new lender, in either case with the prior written
consent of each Mortgagee, then an instrument substantially in the form of the
supplemental mortgage attached as Exhibit B may also be used.

ARTICLE InI
PARTICULAR COVENANTS OF THE MORTGAGOR

Payment of Debt Service on Notes:

The Mortgagor will duly and punctually pay the principal. premium, if any, and interest on the .
Notes in accordance with the terms of the Notes, the Loan Agreements, this Mortgage and any
Supplemental Mortgage authorizing such Notes.

Warranty of Title:

(a) At the time of the execution and delivery of this instrument, the Mortgagor has good and .
marketable title in fee simple to the real propenty specifically described in Granting
Clause First as awned in fee and gaod and n.arketable title to the interests in real
property specifically described in Granting Clause First, subject to no mortgage, licn,
charge or encumbrance except as stated therein. and has full powe: and lawful authority
to grant. bargain, sell, alien, remise, release, convey, assign, transfer, encumber,
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mortgage. pledge. set over and confirm said real property and interests in real property
in the manner and form aforesaid.

At the time of the execution and delivery of this instrument, the Mortgagor lawfully
owns and is possessed of the personal property specifically described in Granting
Clauses First and Second. subject to no mortgage, lien, charge or encumbrance except as
stated therein. and has full power and lawful authority to mortgage, assign, transfer,
deliver. pledge and grant a continuing security interest in said property and. including
any proceeds thereof, in the manner and form aforesaid.

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

After-Acquired Property; Further Assurances; Recording:

(a) All property of every kind. other than Excepted Property. acquired by the Mortgagor after

®)

the

date hereof, shall, immediately upon the acquisition thereof by the Mortgagor, and

without any further mortgage, conveyance or assignment, become subject to the lien of this
Mortgage; SUBJECT, HOWEVER, to Permitied Encumbrances and the exceptions. if any.
to which all of the Morigagees consent. Nevertheless, the Mortgagor will do, execute,
acknowledge and deliver all and every such further acts, conveyances, mortgages, financing
statements and assurances as any Mortgagee shall require for accomplishing the purposes of
this Mortgage.

The Morigagor will cause this Mortgage and ail Supplemental Mortgages and other
instruments of further assurance, including all financing statements covering security
interests in personal property, to be promptly recorded, registered and filed, and will
execute and file such financing statements and cause to be issued and filed such
continuation statements, all in such manner and in such places as may be required by law
fully to preserve and protect the rights of all of the Mortgagees and Noteholders hereunder
to all property comprising the Mortgaged Property. The Mortgagor will furnish to each
Mortgagee: . -

m

)

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

during the month of January in each year following the first anniversary of the date of -

this Mortgage, an Opinion of Counsel. dated on or about the date of delivery, either ==
stating that, in the opinion of such Counsel, such action has been taken with respect to
the recording. registering, filing, re- ecording, re-registering and re-filing of this
instrument and of all Supplemental Mortgages. financing statements, continuation
statements or other instruments of further assurances as is necessary to maintain the
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lien of this Mortgage (including the lien on any property acquired by the Mortgagor
after the execution and delivery of this instrument and owned by the Mortgagor at the
end of preceding calendar year) and reciting the details of such action or referring to
prior Opinions of Counsel in which such details are given, and stating that all
financing statements and continuation statements have been executed and filed that
are necessary to fully preserve and protect the rights of all of the Morgagees and
Noteholders hereunder, or stating that, in the opinion of such Counsel, no such action

is necessary to maintajn such lien.

Environmental Requirements and Indemnity:

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

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

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

2) any failure at any time by the undersigned to comply with the terms of any
order related 1o the Mortgaged Property and issued by any Federal, state, or
municipal department or agency (other than RUS) exercising its authority to
enforce any Environmental Law; and

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

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

Payment of Taxes:

The Mortgagor will pay or cause to be paid as they become due and payable all taxes,
assessments and other governmental charges [awfully levied or assessed or imposed upon the
Mortgaged Property or any part thereof or upon any income therefrom, and also (10 the extent
that such payment will not be contrary to any applicable laws) all taxes, assessments and other
governmental charges lawfully lc.vied, assessed or imposed upon the lien or interest of the
Noteholders or of the Mortgagees in the Mortgaged Property. so that (to the extent aforesaid) the
lien of this Mortgage shall at all times be wholly preserved at the cost of the Mortgagor and
without expense to the Morigagres or the Noteholders; PROVIDED, HOWEVER, that the
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Mortgagor shall not be required to pay and discharge or cause to be paid and discharged any such
tax. assessment or governmental charge to the extent that the amount, applicability or validity
thereof shall currently be contested in good faith by appropriate proceedings and the Mortgagor
shall have established and shall maintain adequate reserves on its books far the payment of the
same. .

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

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

Restrictions on Further Encumbrances an Property:

Except to secure Additional Notes. the Mortgagor will not, without the prior written consent of
each Mortgagee. create or incur or suffer or permit to be created or incurred or to exist any Lien,
charge, assignment, pledge or mortgage on any of the Mortgaged Property inferior to, prior to. or
on a parity with the Lien of this Mortgage except for the Permitted Encumbrances. Subject to the
provisions of Section 3.08. or unless approved by each of the Mortgagees, the Mortgagor will
purchase all materials. equipment and replacements to be incorporated in or used in connection
with the Mortgaged Property outright and not subject to any conditional sales agrecment, chattel
mortgage, bailment, lease or other agreement reserving to the seller any right, title or Lien.

Restrictions On Additional Permitted Debt:

The Mortgagor shall not incur, assume, guarantee or otherwise become liable in respect of any
debt for borrowed money and Restricted Rentals (including Subordinated Debt) other than the
following: ("Permitted Debt")

0)] Additional Notes issued in compliance with Atticle II hereof;

2) Purchase money indebtedness in non-Utjlity System property, in an amount not
exceeding 10% of Net Utility Plant;

(3) Restricted Rentals in an amount not to exceed 5% of Equity during any 12 consecutive
calendar month period:

4) Unsecured lease obligations incurred in the ordinary course of business except Restricted
Rentals;

(5) Unsecured indebtedness for borrowed money:

6)  Debt represented by dividends declared but not paid: and 2

N Subordinated Indeb.edness approved by each Mortgagee.

PROVIDED. However. that the Mortgagor may incur Permitted Debt without the consent of the
Mortgagee only so long as t!.cre exists no Event of Default hereunder and there has been no

Page 19




Section 3.09.

Section 3.10.

ERM-09-10-000-KY

- ([
sook 199 me339

continuing occurrence which with the passage of time and giving of notice could become an
Event of Default hereunder.

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

Preservation of Corporate Existence and Franchises:

The Mortgagor will, so long as any Outstanding Notes exist, take or cause to be taken all such
action as from time to time may be necessary to preserve its corporate existence and to preserve -
and renew all franchises. rights of way. easements. permits. and licenses now or. hereafier to be
granted or upon it conferred the loss of which would have a material adverse affect on the
Mortgagor's financial condition or business. The Mortgagor will comply with all laws,
ordinances. regulations, orders, decrees and other legal requirements applicable to it or its
property the violation of which could have a material adverse affect on the Mortgagor's financial
condition or business.

Limitations on Consolidations and Mergers:

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

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

) the entity formed by such consolidation or with which the Mortgagor is merged or the
corporation which acquires by conveyance or transfer the Mortgaged Property
substantially as an entirety shall execute and deliver to the Mortgagees a mortgage
supplemental hereto in recordable form and containing an assumption by such successor
entity of the due and punctual payment of the principal of and interest on all of the
Outstanding Notes and the performance and observance of every covenant and condition
of this Mortgage;

3) immediately after giving effect to such transaction, no default hereunder shall have
occurred and be continuing:

0] the Morgagor shall have delivered to the Mortgagees a certificate of its general
manager or other officcr, in form and substance satisfactory to each of the Mortgagees.
which shall state that such consolidation. merger. conveyance or transfer and such
supplemental mortgage comply with this subsection and that all conditions precedent
herein provided for relating to such transaction have been complied with;

(5) the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in form and
substancz satisfactory to each of the Mortgagees: and
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the entity formed by such consolidation or with which the Mortgagor is merged or the
corporation which acquires by conveyance or transfer the Mortgaged Property
substantially as an entirety shall be an entity -

A) having Equity equal to at least 27% of its Total Assets on a pro forma basis
afier giving effect to such transaction,

B having a pro forma TIER of not less than 1.50 and a pro forma DSC of not less
than 1.25 for each of the tyo preceding calendar years, and

© having Net Utility Plant equal to or greater than 1.0 times its Total Long-Term
Debt on a pro forma basis. Upon any consolidation or merger or any
conveyance or transfer of the Mortgaged Property substantially as an entirety in
accordance with this subsection, the successor entity formed by such
consolidation or with which the Morigagor is merged or to which such
conveyance or transfer is made shall succeed to, and be substituted for, and may
exercise every right and power of. the Mortgagor under this Mortgage with the
same effect as if such successor entity had been named as the Mortgagor hercin.

Limitations on Transfers of Property:

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

(1

2
3)

)

)

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

fair market value is obtained for such property,

the aggregate value of assets so sold, leased or transferred in any 12-month period is less
than 10% of Net Utility Plant, and _

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

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

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

(iii) applied to the acquisition or construction of utility plant.

So long as the Mortgagor holds title to the Mortgaged Property. the Mortgagor will at all”

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

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

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

Insurance; Restoration of Damaged Mortgaged Property:

(@)

(v)

©)

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

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

In the event of damage to or the destruction or loss of any portion of the Mortgaged

=

Property which is used or useful in the Mortgagor's business and which shall be covered

by insurance. unless each Mortgagee shall otherwise agree, the Mortgagor shall replace
or restore such damaged. destroyed or lost portion so that such Mortgaged Property shall
be in substantially the same condition as it was in prior to such damage. destrnction or
loss. and shall apply the proceeds of the insurance for that purpose. The Mortgagor
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shall replace the lost portion of such Mortgaged Property or shall commence such
restoration promptly afier such damage, destruction or Joss shall have occurred and shall
complete such replaccment or restoration as ¢xpeditiously as practicable, and shall pay
or cause to be paid out of the proceeds of such insurance all costs and expenses in
connection therewith,

) Sums recovered under any policy or fidelity boad by the Mortgagor for a loss of funds -
advanced under the Notes or recovered by any Mortgagee or any Noteholder for any loss
under such policy or bond shall, unless applied as provided in the preceding paragraph.
be used to finance construction of ytility plant secured or to be secured by this Mortgage,
or uniess otherwise directed by the Mortgagees, be applied to the prepayment of the
Notes pro rata according to the unpaid principal amounts thereof (such prepayments to
be applied to such Notes and installments thereof as may be designated by the respective
Mortgagee at the time of any such prepayment). or be used o construct or acquire wtility
plant which will become part of the Mortgaged Property. At the request of any Mor-
tgagee. the Mortgagor shall exercise such rights and remedies which they may have
under such policy or fidelity bond and which may be designated by such Mortgagee, and
the Mortgagor hereby irrevocably appoints each Mortgagee as its agent 1o exercise such
rights and remedies under such policy or bond as such Mortgagee may choose, and the
Mortgagor shall pay all costs and reasonable expenses incurred by the Mortgagee in
connection with such exercise.

Mortgagee Right to Expend Money to Protect Mortgaged Property:

The Mortgagor agrees that any Mortgagee from time to time hereunder may, in its sole
discretion. after having given S Business days prior written notice to the Mortgagor, but shall not
be obligated to. advance funds on behalf of the Mortgagor, in order to insure the Mortgagor's
compliance with any covenant, warranty, representation or agreement of the Mortgagor made in
or pursuant to this Mortgage or any of the Loan Agreements, to preserve or protect any right or
interest of the Mortgagees in the Mortgaged Property or under or pursuant to this Mortgage or
any of the Loan Agreements, including without limitation, the payment of any insurance
premiums or taxes and the satisfaction or discharge of any judgment or any Lien upon the
Mortgaged Property or other property or assets of the Mortgagor, provided. lowever, that the
making of any such advance by or through any Mortgagee shall not constitute a waiver by any
Mortgagee of any Event of Default with respect to which such advance is made nor relieve the
Morigagor of any such Event of Default. The Mortgagor shall pay to a Mortgagee upon demand
all such advances made by such Mortgagee with interest thereon at a rate equal to that on the
Note having the highest interest rate but in no event shall such rate be in excess of the maximum
rate permitted by applicable law. All such advances shall be included in the obligations and
secured by the security interest granted hereunder.

Time Extensions for Payment of Notes:

Any Mortgagee may, at any time or times in succession without notice to or the consent of the
Mortgagor, or any other Mortgagee, and upon such terms as such Mortgagee may prescribe,

grant to any person. firm or corporation who shall have become obligated to pay all or any part of °

the principal of (and premjum. if any) or interest on any Note held by or indebtedness owed to
such Mortgagee or who may be affected by the lien hereby created, an extension of the time for
the payment of such principal. (and premium. if any) or interest, and after any such extension the
Mortgagor will remain liable for the payment o such Note or indebtedness to the same extent as
though it had at the time of such extension consented tiercto in writing,
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Application of Proceeds from Condemnation:

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

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

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

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

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

The Mortgagor will observe and perform all of the material covenants, agreements, terms and
conditions contained in any Loan Agrecment entered into in connection with the issuance of any
of the Notes, as from time to time amended. The Mortgagor will send promptly to each
Mortgagee notice of any default by the Mortgagor under any Loan Agreement and notice of any
amendment to any Loan Agreement. Upon request of any Mortgages, the Mortgagor will furnish
to such Mortgagee single copies of such Loan Agreements and amendments thereto as such
Mortgagee may request.

Rights of Way, etc., Necessary in Business:

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

Limitations on Providing Free Electric Services:

The Mortgagor will not furnish or supply or cause to be furnished or supplied any clectric power. =

energy or capacity frec of charre to any person. firm or corporation. public or private. and the
Mortgagor will enforce the pavinent of any and all amounts owmng 10 the Mortgagor by reason
of the ownership and operation of the Utility System by discontinuing such use, output. capacity.
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or service, or by filing suit therefor within 90 days after any such accounts are due, or by both
such discontinuance and by filing suit. )

Keeping Books; Inspection by Mortgagee:

The Mortgagor will keep proper books. records and acconnts, in which full and correct entries
shall be made of all dealings or transactions of or in relation to the Notes and the Utility System,
properties, business and affairs of the Mortgagor in accordance with the Accounting
Requirements. The Mortgagor will at any and all times, upon the written request of any
Mortgagee and at the expense of the Mortgagor, permit such Mortgagee by its represcntatives to
inspect the Utility System and properties. books of account, records, reports and other papers of
the Mortgagor and to take copies and extracts therefrom, and will afford and procure a
reasonable opportunity to make any such inspection. and the Mortgagor will furnish to each
Mortgagee any and ail such information as such Mortgagee may request, with respect to the
performance by the Mortgagor of its covenants ynder.this Mortgage, the Notes and the Loan
Agreements.

Maximum Debt Limit:

The Notes at any one time secured by this Mortgage shall not in the aggregate principal amount
exceed the Maximum Debt Limit.

ARTICLE 1V
EVENTS OF DEFAULT AND REMEDIES __
Events of Default:
Each of the following shall be an "Event of Default* under this Mortgage:

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

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

(©) the Mortgagox; shall file a petition in bankruptey or be adjudicated a bankrupt or

insolvent, or shall make an assignment for the benefit of its creditors, or shall consent to

the appoirtment of a receiver of itself or of its property. or shall institute proceedings for
its reorganization or proceedings instituted by others for its reorganization shall not be
dismissed within sixty (60) days after the institution thereof,
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a receiver or liquidator of the Mortgagor or of any substantial portion of its property
shall be appointed and the order appointing such receiver or liquidator shall not be

vacated within sixty (60) days after the entry thereof,

the Mortgagor shall forfeit or otherwise be. deprived of its corporate charter or
franchises, permits. easements, or licenses required 1o carry on any material portion of
its business; '

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

any material representation or warranty made by the Mortgagor herein, in the Loan
Agreements or in any certificate or financial statement delivered hereunder or
thereunder shall prove to be false or misleading in any material respect at the time
made.

Acceleration of Maturity; Rescission and Annulment:

(@

®

©

(d

If an Event of Default described in Section 4.01(a) has acgurred and is continuing, any
Mortgagee upon which such default has occurred may declare the principal of all its
Notes secured hereunder to be due and payable immediately by a notice in writing to the
Mortgagor and to the other Mortgagees (failure to provide said notice to any other
Mortgagee shall not affect the validity of any acceleration of the Note or Notes by such
Mortgagee), and upon such declaration, all unpaid principal (and premium. if any) and
accrued interest so declared shall become due and payable immediately, anything
contained herein or in any Note or Notes 1o the contrary notwithstanding,

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

Upon receipt of actual knowledge of or any notice of acceleration by any Mortgagee, any
other Mortgagee may declare the principal of ail of its Notes to be due and payable
immediately by a notice in writing to the Mortgagor and upon such declaration, all
unpaid principal (and premium, if any) and accrued interest so declared shall become
due and payable immediately, anything contained herein or in any Note or Notes or
Loan Agreements to the contrary notwithstanding.

If afier the unpaid principal of (and premium. if any) and accrued interest on any of the .
Notes shall have been so declared to be due and payable, all payments in respect of
principal and interest which shall have become due and payable by the terms of such

Note or Notes (other than amounts due as a result of the acceleration of the Notes) shall
be paid to the respective Mortgagees. and (i) all other defaults under the Loan
Agrecments. the Notes and this Mortgage shall have been made good or cured to the

Page 26

crema




o o
ok 799 ne346

satisfaction of the Mortgagees representing at least 80% of the aggregate unpaid
principal balance of all of the Notes then outstanding. (i) proceedings to foreclose the
lien of this Mortgage have not been commenced, and (iii) all reasonable expenses paid
or incurred by the Mortgagees in connection with the acceleration shall have been paid
to the respective Martgagees. then in every such case such Mortgagees representing at
least 80% of the aggregate unpaid principal balance of all of the Notes then outstanding
may by written notice to the Mortgagor, for purposes of this Mortgage, annul such
declaration and waive such default and the consequences thereof, but no such waiver
shall extend to or affect any subsequent default or impair any right consequent thereon.

Section 4.03.  Remedies of Mortgagees:

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

(@

®)

©

ERM-09-10-000-KY

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

proceed to protect and enforce the rights of all of the Mortgagees by suits or actions in
equity or at law in any court or courts of competent jurisdiction, whether for specific
performance of any covenant or any agreement contained herein or in aid of the
execution of any power herein granted or for the foreclosure hereof or hereunder or for
the sale of the Mortgaged Property. or any part thereof, or to colfect the debts hereby
secured or for the enforcement of such other or additional appropriate legal or equitable
remedies as may be deemed necessary or advisable to protect and enforce the rights and
remedies herein granted or conferred, and in the event of the institution of any such
action or suit the Mortgagee instituting such action or suit shall have the right to have
appointed a receiver of the Mortgaged Property and of all proceeds, rents, income,
revenues and profits pertaining thereto or arising therefrom. whether then past due or
accruing after the appointment of such receiver, derived, received or had from the time
of the commencement of such suit or action. and such recciver shall have all the usual
powers and duties of receivers in like and similar cases. 10 the fullest extent permitted by
law. and if application shall be made for the appointment of a receiver the Mortgagor
hereby expressly consents that the court to which such applmuon shall be made may
make said appointment; and

selt or cause to be sold all and singular the Mortgaged Property or any part thereof. and
all right. title. interest. claim and demand of the Mortgagor therein or thereto, at public
auction at such place in any county (or its equivalent locality) in which the property to
be sold. or any part thereof. is located. at such time and upon such terms as may be

specified in a notice of sale. which shall state the time when and the place where the sale _

is to be held. shall contain a brief gereral description of the propesty to be sold. and
shall be given by mailing a copy thereof to the }Mortgagor at least fifteen (15) days prior
1o the date fixed for such sale and by publishing the same once in each weck for two
successive calendar weeks prior to the date of such sale in a newspape: of general
circulation published in said locality or. if no sich newspaper is published in such
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locality. in a newspaper of general circulation in such locality. the first such publication
to be not less than fifieen (15) days nor more than thirty (30) days prior to the date fixed
for such sale. Any sale to be made under this subparagraph (c) of this Section 4.03 may
be adjourned from time to time by announcement at the time and place appointed for
such sale or for such adjourned sale or sales. and without further notice or publication
the sale may be had at the time and place to which the same shall be adjourned;
provided, however, that in the event another or different notice of sale or another or
different manner of conducting the same shall be required by Iaw the notice of sale shall
be given or the sale be conducted, as the case may be, in accordance with the applicable
provisions of Jaw. The expense incurred by any Mortgagee (including, but not limited
to. receiver's fees. counsel fees. cost of advertisement and agents’ compensation) in the
exercise of any of the remedies provided in this Mortgage shall be sccured by this
Mortgage. :

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

Application of Proceeds from Remedial Actions:

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

Remedies Cumulative; No Election:

Every right or_remedy herein conferred upon or reserved to the Mortgagees or to the Noteholders
shall be cumulative and shall be in addition to every other right and remedy given hereunder or
now or hereafier existing at law. or in equity, or by statute. The pursuit of any right or remedy
shall not be construed as an election.

Waiver of Appraisement Rights; Marshaling of Assets Not Required:

The Mortgagor. for itself and all who may claim through or under it, covenants that it will not at _
any time insist upon or plead. or in any manner whatever claim. or take the benefit or advantage
of. any appraisement. valuation. stay, extension or redemption laws now or hereafter in force in
any locality where any of the Mortgaged Property may be situated, in order to prevent, delay or
hinder the enforcement or foreclosure of this Mortgage, or the absolute sale of the Mortgaged

Property. or any part thereof. or the final and absolute putting into possession thereof. -

immediately after such sale. of the purchaser or purchasers thereat. and the Mortgagor. for itself
and all who may claim through or under it. hercbv waives the benefit of all such laws unless such
waiver shall be forbidden by law. Under no circuinstances shall there be any marshalling of
assets upon any foreclosure or to other enforcement of this Mortgage.
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Notice of Default:

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

ARTICLE V
POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE
Possession Until Default:

Until some one or more of the Events of Defaylt shall have happened. the Mortgagor shall be
suffered and permitted to retain actual possession of the Mortgaged Property. and to manage,
operate and use the same and any part thereof, with the rights and franchises appertaining
thereto. and to collect. recejve, take, use and enjoy the rents, revenues, issues, earnings, income,
proceeds, products and profits thereof or therefrom, subject to the provisions of this Mortgage,

Defeasance:

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

Special Defeasance:

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

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

Mortgage to Bind and Benefit Successors and Assigns:

All of the covenants, stipulations, promises. undertakings and agreements herein contained by or
on behalf of the Mortgagor shall bind its successors and assigns, whether so specified or not, and
all titles, rights and remedies hereby granted to or conferred upon the Mortgagees shall pass to
and inure to the benefit of the successors and assigns of the Mortgagees and shall be decmed to
be granted or conferred for the ratable benefit and security of all who shall from time to time be a
Mortgagee. The Mortgagor hereby agrees 10 execute such consents, acknowledgments and other
instruments as may be reasonably requested by any Mortgagee in connection with the
assignment, transfer, mortgage, hypothecation or pledge of the rights or interests of such
Mortgagee hereunder or under the Notes or in and to any of the Mortgaged Property.

Headings:

The descriptive headings of the various articles and sections of this Mortgage and also the table
of contents were formulated and inserted for convenience only and shall not be deemed to affect
the meaning or construction of any of the provisions hereof,

Severability Cause:

In case any provision of this Mortgage or in the Notes or in the Loan Agreements shall be invalid
or unenforceable, the validity, legality and enforceability of the remaining provisions thereof
shall not in any way be affected or impaired, nor, nor shall any invalidity or unenforceability as
to any Mortgagee hereunder affect or impair the rights hereunder of any other Mortgagee.

Mortgage Deemed Security Agreement:

To the extent that any of the property described or referred to in this Mortgage is governed by the
provisions of the UCC this Mortgage is hereby deemed a "security agreement” under the UCC,
and. if so elected by any Mortgagee, a "financing statement” under the UCC for said security
agreement. The mailing addresses of the Mortgagor as debtor. ‘and the Mongage&s as secured

parties are as set forth in Schedule A" hereof. If any Moytgages so directs the Mortgagor to do ' .

so. the Mortgagor shall file as a financing statement under the UCC for said security agreement

and for the benefit of all of the Mortgagees, an instrument other than this Mortgage. In such case, )

the instrument to -se filed shall be in a form customarily accepted by the filing office as a
financing statement. PROCEEDS OF COLLATERAL ARE COVERED HEREBY,
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Section 6,06.  Indemnification by Mortgagor of Mortgagees:

The Mortgagor agrees to indemnify and save harmless each Mortgagee against any liability or . R
damages which any of them may incur or sustain in the exercise and performance of their _
rightful powers and duties hereunder. For such reimbursement and indemnity, each Mortgagee
shall be secured under this Mortgage in the same manner as the Notes and all such
reimbursements for expense or damage shall be paid to the Mortgagee incurring or suffering the
same with interest at the rate specified in Section 3.14 hereof. The Mortgagor's obligation to e
indemnify the Mortgagees under this section and under Section 3.04 shall survive the satisfaction
of the Notes. the reconveyance or foreclosure of this Mortgage, the acceptance of a dwd in lieu of
foreclosure, or any transfer or abandonment of the Morlgaged Property.

IN WITNESS WHEREOF. NOLIN RURAL ELEC’IRIC COOPERATIVE CORPORATION, as ' .
Martgagor, has caused this Restated Mortgage and Security Agreement to be signed in its name and its corporate
seal to be hereunta affixed and attested by its officers thereunto duly authorized, and UNITED STATES OF
AMERICA. as Mortgagee and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CQRPORATION,
as Mortgagee, have each caused this Restated Mortgage and Security Agreement to be signed in their respective
names by duly authorized persons, all as of this day and year first above wrilten.

"l [ ]
R
‘

NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION

Do CL)ade  staicres

(Seal)

Attest: % X . /W

Executed by the Mortgagor -
in the presence of . . . —
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UNITED STATES OF AMERICA -
by -~
W /4 7
C4‘ . -
Director - Northern
Acing  'pesional Division
of the -
Rural Utilities Service _
ted by United States of America,
Mo, /[ﬁ. Y= W,
L deel
Gt ] Budile
Witnesses ()
- NATIONAL RURAL UTILITIES COOPERATIVE -
FINANCE CORPORATION . _
by

Assistant tary-Treas

Executed by the above-named, Mortgagee, in the - : R
esenge of: )
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COMMONWEALTH OF KENTUCKY . -) R - .- . _
. ) SS N
cownryor Hacdin )
(I T§ , & Notary Public in and for the County and
Commonwealth afomé do here cemfy that Lot C. . Wede « personally’
known to me to be the 52F5f Nofin Rural Electric Cooperauve ‘Corporation. a corporation of the ., -
Commonswealth of Kentucky, and to me known to be the identical person whose name is as of said

corporation, subscribed to the foregoing instrument. appeared before me this day in PgIson ar and uwd the

foregoing instrument to me in the County aforesaid and acknowledged that as such; ;Prcsxdcm- n ed the L
foregoing instrument pursuant to authority given by the board of directors of said corporation as his free and

voluntary act and deed and as the free and voluntary act and deed of said corporation for the uses and purposes

therein set forth and that the seal affixed to the foregoing instrument is the corporate seal of satd corporation.

Given under my hand this o \ day of P‘\*ﬂuﬁ'\' 1927

Notary Public Xp\n /Y. Scott
- in and for 9364 e County: Kentucky

(Notarial Seal)

My Commission expires: ﬁ’ - ' l -q9
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DISTRICT OF COLUMBIA ) SS
Onthis 2 'W( day of /92 g , 199 7, personally appeared before me Acting
JAMES A.RUSPl > , who, being duly sworn, did say that he is the Director - - R

Northen Regional Diviston of the Rural Utilities Service, an agency of the United States of America, and
acknowledged to me that, acting under a delegation of authority duly given and evidenced by law and presently in
effect. he executed said instrument as the act and deed of the United States of America for the uses and purposes
therein mentioned. - . . . .

IN TESTIMONY WHEREOF [ have heretofore sct my hand and official seal the day angd year last above . —— .

written. .
Notary Public T T
. flam A. Frost
{Notarial Scal) Notary ,l’l‘,’l‘,,c District of quumbla .
- My Commission Expires: April 14, 2001

My commission expires: : fim e mmen s s w—— - e e e s
ERM-09-10-000-KY Page 34
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COMMONWEALTH OF VIRGINIA )
)SS
COUNTY OF FAIRFAX )
g M
this day of CLid 19 37 , bgfore me appeared
“Ausse ]| d 10.me personally known, who, being by

me duly swom, did say that he is the ASSISTANT SECRETARY-TREASURER of ihe National Rural Utilities
Cooperative Finance Corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of said corporation by authority of its board of
directors and said ASSISTANT SECRETARY-TREASURER acknowledged said instrument to be the free act and
deed of said corporation. . .

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

(Notarial Seal)

Ky Commissiod Expifes May 31, 133¢

My commission expires:
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SCHEDULE A: Part One
The Maximum Debt Limit referred to in Section 1.01 is $50,000,000.00
The state referred to in Section 1.04 is Kentucky.
The addresses of the parties referred to in Section 1.05 are as follows:
As to the Mortgagor:

Nolin Rural Electric Cooperative Corporation
612 East Dixie Avenue
Elizabethtown. Kentucky 42701-1094

As to the Mortgagees:

Rural Utilities Service
United States Department of Agriculture
Washington, DC 20250-1500

National Rural Utilities
Cooperative Finance Corporation

2201 Cooperative Way

Herndon. Virginia 20171-3025

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

as follows:

Instrument Title Instrument Date

Restated Mortgage and Security Agreement December 20, 1991

Supplement to Restated Mortgage and July 13, 1995
Security Agreement

ERM-09-10-000-KY", Schedule A Part One




are evidenced by the Original Notes described below: ..

Loan Einal

M $ 712.000.00 8 Oct 1959 9 Oct 1997 2.00

N 857.000.00 15 Mar 1963 16 Mar 2001 2.00

P 418.000.00 7 Nov 1967 7 Nov 2002 2.00

S2 541,000.00 9 Mar 1972 9 Mar 2007 2.00

U2 372.000.00 18 Jan 1973 18 Jan 2008 2.00

V6 316.000.00 16 Apr 1974 16 Apr 2009 5.00

w6 314.000.00 17 Jan 1975 17 Jan 2010 5.00 -
X6 876,000.00 24Feb 1976 . 24 Feb 2011 5.00 -
Y6 876,000.00 1 Mar 1977 1 Mar 2012 5.00 -
26 2.146.000.00 27 Mar 1978 27 Mar 2013 5.00

AA6 2.049.000.00 5 Nov 1980 5 Nov 2015 5.00 -

AB6 1.153.000.00 9 Jun 1983 9 Jun 2018 5.00

ADS 2.000,000.00 20 Dec 1991 31 Dec 2025 v

AC6 2.360,000.00 10 Sep 1992 10 Sep 2027 5.00

AEG1 3.480.000.00 13 Jul 1995 13 Jul 2030 v

AF61 4.613.000.00 1 May 1997 1 May 2032 A .

gk 799 PA65356 |

The outstanding secured obligations of the Mortgagor referred to in the fousth WHEREAS clause above

ORIGINAL NOTES issued to the Government'

—— i v v g mmggia  f We A eeis o ——— oot w4 - - P

l"Government" as used in this listing refers to the United States of America acting through the _
Administrator of the Rural Utilities Service (RUS) or its predecessor agency. the Rural Electrification L —
Administration (REA). Any Notes which are payable to a third party and which either RUS or REA has : -
guaranteed as to payment are also described in this listing as bejing issued to the Government, Such guaranteed - —
Notes are typically issued to the Federal Financipg Bank, an instrumentality of the United States Treasury, and .
held by RUS. . - ...

2y=variable interest rate calculuted by RUS pursuant to title 7 of the Code of Federal Regulations or by e e e e
the United States Treasury. Federal Financing Bank. . .. —— - . —_

ERM-09-10-000-KY, Schedule A Part One Puge & —-
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SCHEDULE A; Part Two

meWNMngsmedobngauomufmcMmagormﬁmdmmmefounhmmREASdmmabm
are evidenced by the Original Notes desaribed below:

ORIGINAL NOTES jssued to CEC

CPCIomn  EaceAmountof Note Date Maturity Date

Desiznation Nate ,
KY 51 C-8001 $135,000.00 s 3.9.72 3-9:07
KY 51 C-5004 $159,000,00 1-18-73 4.18-08
KY 31 C-9003 $135,000.00 4-16-74 4-16-09
KY 51 C-5008 $135,000.00 1-17-78 1-17-10
KY 51 C-9010 $375,000.00 2-24-76 2-24-11
KY 51 C-9012 $375,000.00 3-1-76 312
KY 51 C.8014 $920,000.00 3.27.78 3-27-13
XY 81 C-9019 $924,000.00 11-5-80 11+5.15
KY 51 C-%022 $520,000.00 . 6983 6-9-18

substituted by
8-6-87

KY 51 C-9023 $1,031,633.00 9-10-92 9-10-27
KY 51 C-9024 $1,492,000.00 713495 7-13-30 '
KY 51 (-9025 $1,977,000.00 §-1-97 3.1-32

KY51.5CD/Robva Undarwood/10/09/97
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Schedule B R

Property Schedule R —-

The fee and leasehold interests in real property referred to in Subclause A of Granting Clause 7
First are described on the attached pages designated 1 through 2 of this Schedule B.

The recording jurisdictions referred to in Subclause B of Granting Clause First are: the
Counties of Breckinridge, Grayson, Green, Hardin, Hart, LaRue, Meade and Taylor in the Commonwealth
of Kentucky.

The contracts referred to in Subclause C of Granting Clause First include without limitation the

Wholesale Power Contract. dated as of October 1. 1964, between the Mortgagor and East Kentucky Power
Cooperative, Inc. L.

ERM-(19-10-000-KY’, Schedule B - . . .. e m e ¢ ——
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A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
Stokley 3lowling and Jessie Bowling, his wife, ard
was recorded on April 16, 1948 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Boqk numbexr 124, on page 520.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn and Godsy Milburn, his wife, and was
recorded on April 16, 1948 in the office of the
clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 517.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn, Godsy Milburn, his wife, Stokley
Bowling and Jessie Bowling, his wife, and was
recorded on April 16, 1948, in the office of the
Clerk of the County Court of Hardin in the state of

Kentucky in Deed Book number 124, on page 518.

A certain tract of land was deeded on December 18,
1954 to Nolin Rural Elegtric Cooperative Corporation
by Ree Miller and Ben Miller, her husband, and was
recorded on December 20, 1954 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number, 145, on page 230.

A certain tract of land was deeded on February 26,
1970 to Nolin Rural Electric Cooperative Corporation
by Wayne G. Overall, Jr., and Nancy J. Overall, his
wife and was recorded on March 4, 1970 in the office
of the Clerk of the County Court of Hardin in the
state of Kentucky in Deed Book numbexr 224, on puges

1 and 2.
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A certain tract af land was deeded on September 26,
1979 to Nolin Rural Electric Cooperative Corporation
by Howard Pierce and.Lorene Pierce, his wife, and
was recaorded. on October 1, 1979, in the office of
the Clerk of the.County Court of Harxrdin in the state
of Kentucky in Deed.Book 382 on page® 152 and 153,

A certain tract of. land was deeded on January 11,
1993 .to Nolin Rural Electric Cqoperative Corporation
by Teri Foster. Adams and Theresa Marie. Adams, his
wife, and was recorded on January 11, 1993, in the
office of the Clérk of the County Court of Hardin in
the state of Kentucky in Deed Book 751 on pages 709-

712.

A certain tract of. land was deeded on April 8, 1993
to Nolin Rural Electria Cqoperative Corporation by
Elizabethtown Industrial Foundation, Inc., a
Kentucky-Non-Profit Corporation, and was recorded on
April 8, 1993, in the office of the Clerk of the
County Court of Hardin in _the state of Kentucky in
Deed Beocok 757 on pages 521-523. L.

2
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Schedule C
Excepted Property

None.
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Exhibit A

Manager's Certificate

MANAGER'S CERTIFICATE REQUIRED UNDER MORTGAGE SECTION 2.01 FOR ADDITIONAJ NOTES

On behalf of St 'Borrower”),
(Name of Borrower)

I hereby, certify,as follows:

Pk i i NP Y T

I am the Manager of the Borrower and have been duly authorized to deliver this
certificate in connection with.the Additional Note or Notes fo be issned on_qr abont
pursuant to Section 2,01 of the Mortgage

(Date Note or Notes are 1o be Signed)
dated

% o~ . . veww g mes * = s -

No Event of Default has occurred and is continuing under the Mortgage, or any event which with
the giving of hiotice or lapse of time or both would become an Event of Defaylt has occurred and
is continuing.

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

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

I have reviewed the certificate of the Independent certified public accountant also being delivered
to each of the Mortgagees pursuant to Section 2.01 in connection with the aforesaxd Additional

Note ar Notes and concur with the conclusions expressed therein.

Capitalized terms that are nsed in this certificate but are not defined herein have the meanings
defined in the Mortgage. —-

Signed T Date

Name

TRETR SAK wfl Al AR B it ios = sl b ac)

Title

ERM-09-10-000-KY". Exhibit A
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Name and Address of Borrower:

bk 199 mc£369.

—r- AEPUs (A ‘heve Ansas =Made -

ERM-09-10-000-KY", Exhibit A
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Exhibit B

Form of Supplemental Mortgage

L IR o L N R A >~ - -

Supplemental Mortgage and Security Agreement, dated as of
sometimes called this "Supplemental Mortgage") is made by and among . . .
reomrmr= fiETCIREAC cBlled the TMontgagor®), a

, (hereinafter

corporation existing under the laws of the State of - and the UNITED ~
STATES OF AMERICA acting by and through the Administrator of the Rural Utilities

Service (hereinafier called the "Government"), -
(Supplemental Lender) (hereinafier calied »a existing

under the laws of _ —.and intended to confer rights and benefils on both the Goyernmeni

and

s e i

Original Mortgage (hereinafter defined) (the Government and (he Supplemental Lenders being hereinafter =
sometimes collectively referred to as the "Mortgagees"™). _ . L L

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

Ve M. o MAIOE. » aRadRTEAL dkAbe .isC o TN A e & . e

Whereas, the Original Morigage as the same may bave been previously supplemented. amended
or restated is hereinafier referred to as the "Existing Mortgage"; and . o

Whereas, the Mortgagor deems it necessary to borrow money for its corporate purposes and to
issue its promissory notes and other debt obligations therefor, and to_mortgage and pledge its property hereinafter
described or mentioned to secure the payment of the same, and to enter into this Supplemental Mortgage pursuant
to which all secured debt of the Mortgagor hereunder shail be secured on parity, and to add
_as a Mortgagee and secured party hereunder and under the Existing Mortgage (the

and

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

Whereas, the Existing Mortgage provides the terms by which additional pari passu obligations
may be issued thereunder and further provides that the Existing Mortgage may be supplemented from time to time
to evidence that such obligations are entitled to the security of the Existing Mortgage and to add additional )
Mortgagees; and L
Whereas. by’ their executipn and deljvery of this Supplemental Mortgage the parties hersto do
hereby secure the Additional Notes listed in Schedule "A* pari passu with the Quistanding Notes under $i.2
Existing Mongage {and do hereby add as.a Mortgagee and g secured party under the Existing
Mortgage}: and

ERM-09-10-000-KY'". Exhibit B, page 1

an“'d-' EORR S 3. 5 . . - T
in gecordance with this .§ug§£.eﬂrpgntal Mortgage and the ~

Supplemental Mortgage and the Existing Mortgage, hereinafter somefimes collectively relerred o the "Morgage™; .
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Whereas. all acts necessary to inakc this Supplemental Mortgage a valid and bih&ing legal
instrument for the security of such notes and related obligations under the terms of the Morigage, have been in all

respects duly authorized: . .. .. e e ; . —

Now, Therefore, This Supplemental Mortgage Witnesseth: That 10 secure the payment of the
principal of (and premium. if any) and interest on all Notes issued hereunder according to their tenor and effect,
and the performance of all provisions therein and herein contained, and in consideration of the covenants herein —_—
contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the Mortgagor has
mortgaged, pledged and granted a continuing security interest in, and by these presents does hereby grant. bargain,
sell. alienate, remise, release, convey, assign, transfer, hypothecate. pledge. set over and confirm, pledge and grant
a continuing security interest in for the purposes hereinafter expressed. unto the Mortgagees all property, rights,
privileges and franchises of the Mortgagor of every kind and description. real. personal or mixed, tangible and
intangible. of the kind or nature specifically mentioned herein or any other kind or nature, except any Excepted
Property set forth on Schedule "C*_hereof owned or hexeafter acquired by the Mongagor (by purchase, L
consolidation, merger, donation, construction, erection or in any other way) wherever located, including (without . .—
limitation) all and singular the following:

A, all of those fee and leasehold interests in real property set forth in Schedule "B* hereto, subject in
each case to those matters set forth in such Schedule; and . - - ' -
B. all of those fee and leasehold interests in real property set forth in Schedule "B" of the Existing -

Mortgage or in any restatement, amendment or supplement thereto. subject in each case to those
matters set forth in such Schedule; and

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

It is Further Agreed and Covenanted That the Original Mortgage, as previously restated,
amended or supplemented, and this Supplement shall constituie one agreement and the parties hercto shall be
bound by all of the terms thergof and, without limiting the foregoing. et e e e e

1. All capitalized terms not defined herein shall have the meaning given in Article I of the Existing .
Mortgage. X ' =
2, This Supplemental Morigage is one of the Supplemental Mortgages contemplated by Asticle II of
the Original Mortgage.
3. The Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" hereto. ' _
In Witness Whereof, asMortgagor,  _ __.
[ACKNOWLEDGMENTS] T ‘ R - Rk

ERM-09-10-000-KY'. Exhibit B, page 2
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Supplemental Mortgage Schedule A

Maximum Debt Limit and Other Information .

1 The Maximum Debt Limit is § ' Co
2, The Original Mortgage as referred to in the first WHEREAS clause above is more particularly
described as follows: . v —
3. The Outstanding Notes referred.to in the fourth WHEREAS clause above are more particularly
described as follows: - —_ .
4. The Additional Notes described in the sixth WHEREAS clanse above are more particularly .
described as follows: ; . - —_

ERM-09-10-000-KY'. kxhibit B, page 3
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Supplemental Mortgage Schedule B

Property Schedule

are more particularly described as follows:

ERM-09-10-000-KY". Ex*ibit B, page 4
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Rural Electric Cooperative Corporation
411 Ring Road
Elizabethtown, KY 42701-8701

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

CASE NO. 99-259

ORIGINAL




Rural Electric Cooperative Corporation
A Touchstone Energy™ Partner 2&@}‘\

August 27, 1999

RECE VED

HELEN HELTON AUg
EXECUTIVE DIRECTOR 2 71999
PSC P‘ﬁuc‘

730 SCHENKEL LN COMUISRICE

FRANKFORT KY 40602
RE: CASE NO. 99-259

Dear Ms. Helton:
Enclosed are the original and eight copies of our responses in the above referenced case. If you

need any additional information, please let me know.

Sincerely,

7z

O. V. Sparks
Administration & Finance Manager

/cgt

Enclosures

411 Ring Road ° Elizabethtown, KY 42701-8701 ° (502) 765-6153

EEE———————




‘ COMMONWEALTH OF KENTUCKY %Cglﬂ
4 IS,
BEFORE THE PUBLIC SERVICE COMMISSION (/@.? 7 O
"‘6@(;0 19,9‘9

In the Matter of: %%Cb

THE APPLICATION OF NOLIN RURAL )
ELECTRIC COOPERATIVE CORPORATION )
FOR AN ORDER PURSUANT TO KRS 278.300 )
AND KAR 5:001, SECTION i1 AND RELATED )
SECTIONS AUTHORIZING THE COOPERATIVE ) CASE NO. 99 - 259
TO OBTAIN A LOAN IN THE AMOUNT OF )
$4,300,000.00 FROM THE NATIONAL RURAL )
UTILITIES COOPERATIVE FINANCE )
CORPORATION )

RESPONSES TO THE ORDER OF JULY 29, 1999
1. See attached letter from “CFC” marked Exhibit 1.
‘ 2. See attached excerpt of Board minutes marked Exhibit 2.

3. The attached letter from “CFC” addresses this. This was the only financing option
considered due to the fact that there were no construction funds needed in relation to
this loan. See Exhibit 1.

4. ‘We will provide copies of the unexecuted loan documents when we receive them.

5. Nolin discussed this situation with the Commission Staff last fall in an informal
conference, and the only logical method to retire the Patronage Capital was to
borrow the money.

6. Nolin’s current revenues are more than sufficient to cover the increased debt costs.
Nolin’s margins are almost $400,000.00 ahead of the same period last year. Nolin is
currently growing at a steady rate. Revenue is up over 5% in the last twelve months
as well as kWh sales which is up over 3%.

7. See attached Exhibits 3 and 4. In an effort to save paper, Nolin sent only one copy
of these voluminous documents with the original application, thinking the
Commission would not need a copy with every application. These copies are with
the original only.




AUG.24.1999

11:21AM NRUCFC-ELECTRIC NO.&75 P.2
EXHIBIT 1

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
Powerful Fipancia! Solurions

2201 Cooperative Way - Flerndon, Virginia 20171-3025
h:tp:%www.nrucfc.org

703-709-6700

August 24, 1999

Mr. O.V. Sparks

Adminjstration & Finance Manager
Nolin Rural Electric Cooperative
411 Ring Road

Elizabethtown, KY 42701

Dear Mr. Sparks:

I wanted to follow up on our discussion with regard to financing the capital credit
retirement mandated by the Kentucky Public Service Commission.

Because RUS will not lien accommodate a loan like this, we would need to keep it short
term in nature. We would propose a 7 year loan with a 15 year amortization. When the
loan matures at the end of 7 years, we would simply reamortize it for another 8 years.
This would reduce the cashflow requirements for Nolin, while keeping it within CFC’s
policy for unsecured loans.

Structuring the loan this way would also eliminate the need to pay Loan Capital Term
Certificates, therefore saving the cooperative that expense. Nolin could select either the
variable rate for intermediate term loans or a fixed match funded rate at your option.

We appreciate the opportunity to assist you with this financing. If you have any
questions, please feel free to contact me at 800-424-2954.

Sincerely,

Cymthia S. Giudici

Associate Vice President

cc: Gerald Freehling, CFC Regional Vice President

cG
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EXHIBIT 2

Rural Electric Cooperative Corporation

A Touchstone Energy” Partner 2&%
S —

EXCERPT FROM MINUTES

Recommended to approve response to PSC order to borrow $5 million from CFC,
go to the PSC for approval of the loan and proceed to pay capital credits in
accordance with PSC order dated August 20, 1995. Motion made by Becky

Loyall, motion carried.

I, Michael L. Miller, President and CEO of Nolin Rural Electric
Cooperative Corporation, do hereby certify that the above is a true
and correct excerpt from the minutes of the meeting of the Board
of Directors of Nolin Rural Electric Cooperative Corporation held
on the 10th day of December, 1998, at which meeting a quorum

was present.
’ '
Michael L. Miller, President and CEO

411 Ring Road ° Elizabethtown, KY 42701-8701 o (502) 765-6153
A




 EXHIBIT 3
Page 1 of 15

Supp. to Common RUS-CFC Elec. Mtg.
(No Debt Limit Increase)
(outstanding RUS, CFC and FFB Notes)

(SRM-FFB.OUT) | 135367

sok 118 mee661  11/04

SUPPLEMENT, dated as of July 13 , 1995 ,.

to RESTATED MORTGAGE AND SECURITY AGREEMENT made by

. and among NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION (hereinafter called the "Mortgagor"), a
corporation existing under the laws of the
Commonwealth of Kentucky, UNITED STATES OF AMERICA
(hereinafter «called the "Government") acting

, - - through the Administrator of the Rural Utilities
~ Service (hereinafter called "RUS"), successor to
the Administrator of the Rural Electrification
Administration and NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION (hereinafter called

"CFC"), a corporation existing under the laws of

=== the District of Columbia (the Government and CFC

" ..being hereinafter sometimes collectively called the
"Mortgagees") .

WHEREAS, pursuant to Public Law No. 103-354, the Rural

" -Utilities Service (hereinafter sometimes called "RUS") is the
“8uccessor to the Rural Electrification Administration (hereinafter

sometimes called YREA") and the Administrator of the Rural
Utilities Service is the successor to the Administrator of the
Rural Electrification Administration and, for the purposes of the
security instruments (hereinafter collectively called the
Mortgage") made by the Mortgagor to the Mortgagees, and identified
in the seventh recital hereof (hereinafter called the "Instruments
Recital"), as amended, the terms "REA" and "Administrator®” shall be

deemed to mean respectively "RUS" and "Administrator of the RUS;"
and

RUS Project Designation: KENTUCKY 51-AE61 HARDIN

E D R TG, SM IN ITY.

THIS INSTRUMENT WAS PREPARED BY GEORGANN GUTTERIDGE, ATTORNEY,
ELECTRIC AND TELEPHONE DIVISION, OFFICE OF THE GENERAL COUNSEL,
U. S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D. C. 20250-1400.

. 9_',2/4'7(«"&*~ 2}/ ‘{%""% '
/?. /"/ , / . 7 S

. ) A ' ‘/"/ ‘.
No. [




EXHIBIT 3
o ' Page 2 of 15

(No Debt Limit Increase)
(Outstanding RUS, CFC and FFB Notes)
(SRM-FFB.OUT)

Supp. to Common RUS-CFC Elec. Mtg. 500K 718 PAGE662 11/94

WHEREAS, the Mortgagor, for wvalue received, has
heretofore duly authorized and executed, and has delivered to the
Government, or has assumed the payment of, certain mortgage notes
all payable in installments to the order of, or obligating the
Mortgagor otherwise to the Government, of which the certain
mortgage notes (hereinafter collectively called the "Outstanding
RUS Notes") identified in the Instruments Recital are now
outstanding and held by the Government, all of which Outstanding
RUS Notes evidence loans made by the Government either to the
Mortgagor or to third parties to finance electric plants, lines and
related facilities, and assumed by the Mortgagor, or loans made by
one or more legally organized lending agencies and guaranteed by
the Government; and

WHEREAS, the Mortgagor, for value received, has
heretofore duly authorized and executed, and has delivered to CFC,
or has assumed the payment of, a certain mortgage note, or certain
mortgage notes, all payable to the order of CFC, in installments,
of which the certain mortgage note or notes (hereinafter
collectively called the "Outstanding CFC Note(s)") identified in
the Instruments Recital are now outstanding and owned by CFC (the
Outstanding RUS Notes and the Outstanding CFC Note(s) being
hereinafter collectively called the "Outstanding Notes"); and

WHEREAS, the Outstanding Notes are secured by the
Mortgage and are identified in the Instruments Recital; and

WHEREAS, the Mortgagor has determined to borrow
additional funds from the Government, and has accordingly duly
authorized, executed and delivered to the Government its mortgage
note or notes (identified in the Instruments Recital. and
hereinafter collectively called the "Concurrent RUS Note(s)") to ba
secured by the Mortgage, as amended and supplemented hereby, of the
property hereinafter described; and

WHEREAS, the Mortgagor has determined to borrow

additional funds from CFC, and has accordingly duly authorized,
executed and delivered to CFC its mortgage note or notes
(identified in the Instruments Recital and hereinafter collectively
called the "Concurrent CFC Note") to be secured by the Mortgage, as

amended and supplemented hereby, of the property hereinafter

described; and

WHEREAS, the instruments referred to in the preceding

-

recitals are hereby identified as follows: i
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INSTRUMENTS RECITAL
"Concurrent RUS Note": (Of even date herewith):

Interest Rate

unt ra Final Payment Date

$3,480,000 Determined by Advance  Thirty-five (35) years

from the date thereof

"Concurrent CFC Note": (Of even date herewith):

Interest Rate

Principal Amount (per annum) Final Payment Date
$1,492,000 variable Thirty-£five (35) years

from the date thereof

"Outstanding RUS Notes":

Thirteen (13) certain mortgage notes in an aggregate principal
amount of $12,990,000, all of which will finally mature on or

before September 10, 2027.

One (1) certain mortgage note in an aggregate principal amount of
$2,000,000, payable to the Federal Financing Bank,* which will
finally mature on or before December 31, 2025.

"Outstanding CFC Note(s)":

Ten (10) certain mortgage notes in an aggregate principal amount of
$4,709,633, all of which will finally mature on or before

September 10, 2027.

"Mortgage":

Instrument . - .+ Date
Restated Mortgage and Security Agreement _ December 20, 1991 .

*For purposes of this Mortgage, the Government is the Not:eholder.

-3 -
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WHEREAS, the Government is the owner of the Outstanding
RUS Notes; CFC is the owner of the Outstanding CFC Note(s); and the
Mortgagees are the owners of the Mortgage; and

WHEREAS, it was the intention of the Mortgagor at the
time of the execution of the Mortgage (or, if the Mortgage consists
of more than one instrument, at the time of the execution of the
earliest instrument thereof) that the property of the Mortgagor of
the classes described therein, as being mortgaged or pledged
thereby, or intended so to be, whether then owned or thereafter
acquired, would secure certain notes of the Mortgagor executed and
delivered prior to the execution and delivery of the Mortgage (or,
if the Mortgage consists of more than one instrument, prior to the
execution and delivery of the earliest instrument thereof), and
certain notes of the Mortgagor when and as executed and delivered
under and pursuant to the Mortgage, as from time to time amended or
supplemented, and it is intended by the Mortgagor to confirm hereby
the Mortgage and the property therein described as being mortgaged
or pledged, or intended so to be, as security for the Outstanding

Notes, and other notes of the Mortgagor when and as executed and .

delivered under and pursuant to the Mortgage, as amended and
supplemented hereby; and

WHEREAS, the Mortgage provides that the Mortgagor shall),
upon the written demand of the Government or CFC duly authorize,
execute, and deliver and record and file all such supplemental
mortgages and conveyances as may reasonably be requested by the
Government or CFC to effectuate the intention of the Mortgage and
to provide for the conveying, mortgaging and pledging of the
property of the Mortgagor intended to be conveyed, mortgaged or
pledged by the Mortgage to secure the payment of the principal of
and interest on notes executed and delivered thereunder and
pursuant thereto, or otherwise secured thereby, the Government and
CFC have in writing requested the execution and delivery of this
Supplement (hereinafter called "this Supplemental Mortgage") to the
Mortgage pursuant to such provision; and

WHEREAS, it is further intended by the Mortgagor, at the
request and with the consent of the Mortgagees, to amend the
Mortgage in the respects hereinafter set forth; and

WHEREAS, all acts, things, and conditions prescribed by
law and by the articles of incorporation and bylaws of the

Mortgagor have been duly performed and complied with to authorize -
" the execution and delivery hereof and to make the Mortgage, as’

amended and supplemented hereby, a valid and binding mortgage to
secure the Outstanding Notes and other notes of the Mortgagor when
and as executed and delivered under and pursuant to the Mortgage,
as amended and supplemented hereby; and

- 4 -
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WHEREAS, the Government and CFC are authorized to enter
into this Supplemental Mortgage; and

WHEREAS, to the extent that any of the property described
or referred to herein or in the Mortgage is governed by the
provisions of the Uniform Commercial Code of any state (hereinafter
cdlled the "Uniform Commercial Code"), the parties hereto desire
that this Supplemental Mortgage and the Mortgage collectively be
regarded as a "security agreement" under the Uniform Commercial
Code and that this Supplemental Mortgage be regarded as a
"financing statement" under the Uniform Commercial Code for said

security agreement.

'NOW, THEREFORE, in consideration of the premises and the
sum of $5 in hand paid by the Mortgagees to the Mortgagor, the
receipt whereof by the Mortgagor prior to the execution and
delivery of this Supplemental Mortgage is hereby acknowledged, this
Supplemental Mortgage witnesseth as follows:

1. The Mortgagor has executed and delivered this
Supplemental Mortgage and has granted, bargained, sold, conveyed,
warranted, assigned, transferred, mortgaged, pledged and set over,
and by these presents does hereby grant, bargain, sell, convey.
warrant, assign, transfer, mortgage, pledge and set over, unto the
Mortgagees and their respective assigns, all and singular the real
and personal property described in the Mortgage as being mortgaged
thereby and all and singular the real and personal property of the
Mortgagor falling within the classes of property embraced in the
description of the "Mortgaged Property" set forth in the Mortgage,
including, without 1limitation, all and singular the real and
personal property of saild description heretofore or hereafter
acquired by or constructed by or on behalf of the Mortgagor, and
wheresoever situate, including, without limitation, the "Existing
Electric Facilities" identified and the real estate specifically
described (by reference to deeds or otherwise) in the Mortgage and
mortgaged thereby (except such portions, if any, thereof as have
been released prior to the execution and delivery of this
Supplemental Mortgage), and, including, without limitation, the
following described property, 1located in the Counties of
Breckenridge, Bullitt, Grayson, Green, Hardin, Hart, Larue, Meade
and Taylor, in the Commonwealth of Kentucky:

_TO WIT:
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A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
Stokley Bowling and Jessie Bowling, his wife, and
was recorded on April 16, 1948 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 520.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn and Godsy Milburn, his wife, and was
recorded on April 16, 1948 in the office of the
clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 517.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn, Godsy Milburn, his wife, Stokley
Bowling and Jessie Bowling, his wife, and was
recorded on April 16, 1948, in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 518.

A certain tract of land was deeded on December 18,
1954 to Nolin Rural Electric Cooperative Corporation
by Ree Miller and Ben Miller, her husband, and was
recorded on December 20, 1954 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 145, on page 230.

A certain tract of land was deeded on Pebruary 26,
1970 to Nolin Rural Electric Cooperative Corporation
by Wayne G. Overall, Jr., and Nancy J. Overall, his.
wife and was recorded on March 4, 1970 in the office
of the Clerk of the County Court of Hardin in the
state of Kentucky in Deed Book number 224, on pages
1 and 2.

EYY

|
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6. A certain tract of land was deeded on September 26,
1979 to Nolin Rural Electric Cooperative Corporation
by Howard Plerce and Lorene Pierce, his wife, and
was recorded on October 1, 1979, in the office of
the Clerk of the County Court of Hardin in the state
of Kentucky in Deed Book 382 on pages 152 and 153.

7. A certain tract of land was deeded on January 11, :
1993 to Nolin Rural Electric Cooperative Corporation
by Teri Foster Adams and Theresa Marie Adams, his
wife, and was recorded on January 11, 1993, in the
office of the Clerk of the County Court of Hardin in
the state of Kentucky in Deed Book 751 on pages 709-
712.

8. A certain tract of land was deeded on April 8, 1993
to Nolin Rural Electric Cooperative Corporation by
Elizabethtown Industrial Foundation, Inc., a
Kentucky-Non-Profit Corporation, and was recorded on
april 8, 1993, in the office of the Clerk of the
County Court of Hardin in the state of Kentucky in
Deed Book 757 on pages 521-523.

TOGETHER WITH all plants, works, structures, erections, reservoirs,
dams, buildings, fixtures and improvements now or hereafter located
on any of the properties conveyed by any and all of the aforesaid
deeds mentioned above and all tenements, hereditaments and
appurtenances now or hereafter thereunto belonging or in anywise
appertaining.

The description of each of the properties conveyed by and through

the provisions of the aforesaid deeds is by reference made a part
hereof as though fully set forth at length herein.

SB
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AND ALSO including, without limitation:
I

All right, title and interest of the Mortgagor in and to
all extensions and improvements of the "Existing Electric
Facilities", as provided above, and additions thereto, including
all substations, service and connecting lines (both overhead and
underground), poles, towers, posts, crossarms, wires, cables,
conduits, mains, pipes, tubes, transformers, insulators, meters,
electrical connections, lamps, fuses, junction boxes, fixtures,
appliances, generators, dynamos, water turbines, water wheels,
boilers, steam turbines, motors, switch boards, switch racks, pipe
lines, machinery, tools, supplies, switching and other equipment,
and any and all other property of every nature and description,
used or acquired for use by the Mortgagor in connection therewith;

II

All right, title and interest of the Mortgagor in, to and
under any and all grants, privileges, rights of way and easements
now owned, held, leased, enjoyed or exercised, or which may
hereafter be owned, held, leased, acquired, enjoyed or exercised,
by the Mortgagor for the purposes of, or in connection with, the
construction or operation by or on behalf of the Mortgagor of
electric transmission or distribution lines, or systems, whether

underground or overhead or otherwise, or of any electric generating.

plant, wherever located;
I1I

All right, title and interest of the Mortgagor in, to and
under any and all licenses, franchises, ordinances, privileges and
permits heretofore granted, issued or executed, or which may
hereafter be granted, issued or executed, to it or to its assignors
by the United States of America, or by any state, or by any county,
township, municipality, village or other political subdivision
thereof, or by any agency, board, commission or department of any
of the foregoing, authorizing the construction, acquisition, or
operation of electric transmission or distribution 1lines, or
systems, or any electric generating plant or plants, insofar as the
same may by law be assigned, granted, bargained, sold, conveyed,
transferred, mortgaged, or pledged;

IV
All right, title and interest of the Mor{:gagor in, to and
under any and all contracts heretofore or hereafter executed by and
between the Mortgagor and any person, £firm, or corporation

-6 -
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providing for the purchase, sale or exchange of electric power or
energy by the Mortgagor together with any and all other accounts,
contract rights and general intangibles (as such terms are defined
in the applicable Uniform Commercial Code) heretofore or hereafter
acquired by the Mortgagor;

v

Also, all right, title and interest of the Mortgagor in
and to all other property, real or personal, tangible or
intangible, of every kind, nature and description, and wheresoever
situated, now owned or hereafter acquired by the Mortgagor, it
being the intention hereof that all such property now owned but nct
specifically described herein or acquired or held by the Mortgago:
after the date hereof shall be as fully embraced within and
subjected to the lien hereof as if the same were now owned by the
Mortgagor and were specifically described herein to the extent
only, however, that the subjection of such property to the lien
hereof shall not be contrary to law;

Together with all rents, income, revenues, profits and
benefits at any time derived, received or had from any and all of

the above-described property of the Mortgagor.

Provided, however, that except as provided in section
13(b) of article II of the Mortgage, no automobiles, trucks,
trailers, tractors or other vehicles (including without limitation
aircraft or ships, if any) owned or used by the Mortgagor shall be
included in the property mortgaged by the Mortgage and this
Supplemental Mortgage. :

TO HAVE AND TO HOLD the same forever, for the uses and
purposes and upon the terms, conditions, provisos and agreements
expressed and declared in the Mortgage, as amended and supplemented
hereby.

2. The Outstanding Notes are hereby confirmed as notes
of the Mortgagor entitled to the security of the Mortgage, as
amended and supplemented by this Supplemental Mortgage, and of the
property by the Mortgage and this Supplemental Mortgage mortgaged
and pledged, or intended so to be, equally and ratably with one
another and with other notes of the Mortgagor when and as executed
and delivered under and pursuant to the Mortgage, as amended and
supplemented hereby, without preference, priority or distinction'as
to interest or principal (except as otherwise specifically provided:
in the Mortgage, as amerided and supplemented hereby) or as to lien
or otherwise, of any one of the Outstanding Notes or such other
notes over any other thereof and irrespective of the date of the
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execution, delivery or maturity thereof, or of the assignment or
negotiation thereof or otherwise.

' 3. Additional notes executed and delivered pursuant to
section 1 of article I of the Mortgage, as amended hereby, are
hereby included within the terms "Additional Notes" and "notes", as
defined in the Mortgage, as amended hereby. The Concurrent RUS
Note(s), Concurrent CFC Note, and refunding, renewal and
substituted notes executed and delivered pursuant to said secticn
1 of article I, are hereby included within the term "notesg", as
defined in the Mortgage, as amended hereby. There are hereby
included within the term "CFC Loan Agreement”, as defined in the
Mortgage, as amendéd hereby, all agreements, together with ary
amendments or supplements thereto, between the Mortgagor and CF:}
pursuant to which the Mortgagor has executed and delivered or will
execute and deliver to CFC "CFC Notes", as defined in the Mortgage,
as amended hereby.

4. Any reference herein to the Administrator shall be .

deemed to mean the Administrator of the Rural Utilities Service or
his duly authorized representative or any other person or authority
in whom may be vested the duties and functions which the
Administrator is now or may hereafter be authorized by law to
perform.

5. All demands, notices, reports, approvals,
designations, or directions required or permitted to be given under
the Mortgage, as amended hereby, shall be in writing and shall be
deemed to be properly given if mailed by registered mail addressed
to the proper party or parties at the following addresses:

As to the Mortgagor: as stated in the testimonium clause
hereof.

As to the Mortgagees: CFC:
National Rural Utilities Cooperative

Finance Corporation
Woodland Park

2201 Cooperative Way
Herndon, Virginia 22071-3025

The Government:
Rural Utilities Service
Washington, D.C. 20250-1500

and as’ to any. othexr person, firm; corporat.ion of_governmental body
Or agency having an interest herein by reason of being the holder
of any note or otherwise, at the last address designated by such

person, firm, corporation, governmental body or agency .to th-e:'_

-8 -.
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Mortgagor and the Mortgagees. The Mortgagor or the Mortgagees may
from time to time designate to each other a new address to which
demands, notices, reports, approvals, designations or directions
may be addressed and from and after any such designation the
address designated shall be deemed to be the address of such party
in lieu of the address hereinabove given. .

6. To the extent that any of the property described or
referred to herein and in the Mortgage 1is governed by the
provisions of the Uniform Commercial Code, the Mortgage and this
Supplemental Mortgage, collectively, are hereby deemed a "security
agreement” under the Uniform Commercial Code, and this Supplementa:
Mortgage is also hereby declared to be a "financing statement”,
under the Uniform Commercial Code for said security agreement. The
mailing address of the Mortgagor as debtor, and of the Mortgagees
as secured parties, are as set forth in the Mortgage and in section

5 of this Supplemental Mortgage.

7. All of the terms, provisions and covenants of the
Mortgage, except as expressly modified hereby, shall be and remain
in £ull force and effect.

8. The invalidity of any one or more phrases, clauses,
sentences, paragraphs or provisions of this Supplemental Mortgage
shall not affect the validity of the remaining portions hereof.

9. This Supplemental Mortgage may be simultaneously
executed in any number of counterparts, and all of said
counterparts executed and delivered, each as an original, shall
constitute but one and the same instrument.
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IN WITNESS WHEREOF, NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION, as Mortgagor, has caused this Supplemental Mortgage to
be signed in its name and its corporate seal to be hereunto affixed
and attested by its officers thereunto duly authorized, NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE CORPORATION, as Mortgagee, has
caused this Supplemental Mortgage to be signed in its name and its
cOrporate seal to be hereunto affixed and attested by its officers
thereunto duly authorized, and UNITED STATES OF AMERICA, as
Mortgagee, has caused this Supplemental Mortgage to be duly
exicuted in its behalf, all as of the day and year first abowve
written.

NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION

by W’Q_ LJA*—&LK

President
(Seal)
actest /. 4) ! (;(‘5;,,
Secretary
Executed by the Mortgagor in
the pyesence of:
- 10 -
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NATIONAL RURAL UTILITIES COOPERATIVE
(Seal)

At testW

Assistant Secretary —7,casures.

Executed by National Rural Utilities
Cooperative Finance Corporation, '
Mortgagee, in heﬁpr sence of:

LA vy

(7>\CL<A Sl &LUUU&Z

Witnesses

" UNITED STATES OF AMERICA

by 07“‘*9Z; ol e~

Director, Northefn Regional Division
of the
Rural UtilitieSs Service

Executed by United States
of America, Mortgagee, in
the presence of:

illi. 4 20f" .

\‘,\lnliU#lin—A/L‘ 12XQ4L0&) .
7/ C} Witnesses ' S —_
; : S

.

- 11 -
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COMMONWEALTH OF KENTUCKY )
) S8
COUNTY op STrhe-ft-ten )

I, Janice M. Jpran les , & Notary Public in
and for the County and Commonwealth aforesaid, do hereby certify
that Robert ¢, cdade , personally known to me to be
the President of Nolin Rural Electric Cooperative

Corporation, a corporation of the Commonwealth of Kentucky, and to
me known to be the identical person whose name is as President cf
said corporation, subscribed to the foregoing instrument, appeared
before me this day in person and produced the foregoing instrumen®
to me in the County aforesaid and acknowledged that as such
President he signed the foregoing instrument pursuant to authority
given by the board of directors of said corporation as his free and
voluntary act and deed and as the free and voluntary act and deed
of said corporation for the uses and purposes therein set forth and
that the seal affixed to the foregoing instrument is the corporate
seal of said corporation.

Given under my hand this /3#L day of Je // , 1975,

Notarydgublic
in and for ,XZZ, wgc County, Kentucky

(Notarial Seal)

My commission expires: 7-10- 76

COMMONWEALTH OF VIRGINIA )
) ss

COUNTY OF FAIRFAX )

s by

¢€ i{}'\_ of the National
1 Utilities Cooperative Finafice Corporation, a District oi'
Columbia corporation, on behalf of said corporation.

MMW et

"Notary Public

a’?xe foregoim ent was acknowled ed before me this

-(Notarial Seal)

My commission expires: /I/%@/??’
- 12 -




EXHIBIT 3
Page 15 of 15

wor 18 BT

DISTRICT OF COLUMBIA ) SS

BEFORE ME, a Notary Public, in and for the District of
Columbia, appeared in person the within named THOMAS W. NUSBAUI
Director of the Northern Regional Division of the Rural Utilities
Service, United States of America, to me personally known, and
known to be the identical person who subscribed the foregoing
instrument in said capacity, and who, after being by me duly sworn,
stated that he is duly authorized to execute the foregoing
instrument for and in the name and behalf of the United States of
America, and further stated and acknowledged that he had executed
the foregoing instrument as the free and voluntary act and deed of
the United States of America, for the consideration, uses and
purposes therein mentioned and set forth.

IN TESTIMONY WHEREOF, I have hereunto set my hands‘/and

official seal this /57 day of 3@,‘0‘? . 19 757,

: %tary Public

(Notarial Seal)

My commission expires:

STATE OF ¥
- A DON, CLERK OF
COUNTY COURT SAID
THAT THE ronsdornkg ﬁgg,gfﬁ,m;
8OO - 1 ~
. SAID/OFFICE . AOE & —IN W & SRW
s ," L/\QGSOO, Ererx 1/ ) L -
BY' )\ J e V) YR S
KY. 42702-0389. - R
Ly T L - :
(BN
- 13 - -G
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RUS PROJECT DESIGNATION:
S51-AF6 rdi
RESTATED MORTGAGE & SECURITY AGREEMENT

made by and among

NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION
612 East Dixie Avenue . .
Elizabethtown. Kentucky 42701-1094,

Mortgagor. and

UNITED STATES OF AMERICA
Rural Utilities Service
Washington. D.C. 20250-1500,

Mortgagee. and
NATIONAL RURAL UTILITIES CQOPERATIVE
FINANCE CORPORATION
2201 Cooperative Way
Herndon. Virginia 20171-3025,

Mortgagee

THIS INSTRUMENT GRANTS A SECURITY INTEREST IN A TRANSMITTING UTILITY.
THE DEBTOR AS MORTGAGOR IS A TRANSMITTING UTILITY.

THIS INSTRUMENT CONTAINS PROVISIONS THAT COVER REAL AND PERSONAL PROPERTY, AFTER-ACQUIRED PROPERTY,
PROCEEDS, FUTURE ADVANCES AND FUTURE OBLIGATIONS.

NOTICE - THIS MORTGAGE SECURES CREDIT IN THE AMOUNT OF UP TO $50,000,000.00.

INDEBTEDNESS SECURED HEREUNDER, INCLUDING FUTURE INDEBTEDNESS. TOGETHER WITH INTEREST, ARE SENIOR TO
INDEBTEDNESS TO OTHER CREDITORS UNDER MORTGAGES AND LIENS FILED OR RECORDED SUBSEQUENT HERETO.

THIS INSTRUMENT WAS PREPARED BY GEORGANN GUTTERIDGE. AS ATTORNEY FOR UNITED STATES DEPARTMENT OF
AGRICULTURE. RURAL UTILITIES SERVICE, WASHINGTON, D.C. 20250-1500.

/

No. 1 4 - . Qengrated: April 23, 1997 resunort.vig 3 1397 v2.2b
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RESTATED MORTGAGE AND SECURITY AGREEMENT. dated as of May 1. 1997. (hereinafter
sometimes callied this "Mortgage”) is made by and among NOLIN RURAL ELECTRIC COOPERATIVE
CORPORATION (hereinafier called the "Mortgagor®), a corporation existing under the laws of the State of
Kentucky, and the UNITED STATES OF AMERICA ‘acting by and through the Administrator of the Rural
Utilities Service (hereinafier called the *Government") and NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION (hereinafter called *"CFC"), a corporation existing under the laws of the District of
Columbia. and is intended to confer rights and benefits on both the Government and CFC. as well as any and all
other lenders pursuant to Article II of this Mortgage that eater into a supplemental mortgage in accordance with
Section 2.04 of Article IT hereof (the Government and CFC and any such other lenders being herein sometimes
collectively referred to as the "Martgagees").

RECITALS

WHEREAS, the Mortgagor, the Government and CFC ate parties to that certain Restated Mortgage and
Security Agreement dated as of December 20, 1991, as supplemented, amended or restated (the *Original
Mortgage" identified in Schedule "A" of this Mortgage) originally entered into among the Mortgagor. the
Government acting by and through the Administrator of the Rural Electrification Administration. the predecessor
of RUS, and CFC.

WHEREAS, the Mortgagor deems it necessary to borrow money for its corporate purposes and 1o issue its
promissory notes and other debt obligations therefor from time to time in one or more seties, and to mortgage and
pledge its property hereinafter described or mentioned to secure the payment of the same;

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

WHEREAS, this Mortgage restates and consolidates the Original Mortgage while preserving the priority
of the Lien under the Original Mortgage securing the payment of Mortgagor's outstanding obligations secured
under the Original Mortgage, which indebtedness is described more particularly by listing the Original Notes in
Schedule "A* hereto; and

WHEREAS, all acts nécessary to make this Mortgage a valid and binding legal instrament for the security
of such notes and obligations, subject to the terms of this Mortgage, have been in all respects duly authorized:

NOW. THEREFORE. THIS MORTGAGE WITNESSETH: That to secure the payment of the principal of
(and premium, if anyyand interest on the Original Notes and all Notes issued hereunder according to their tenor
and effect. and the performance of all provisions therein.and herein contained. and in consideration of the
covenants herein contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the
Mortgagor has mortgaged, pledged and granted a continuing security interest in, and by these presents does hereby
grant. bargain, sell, alienate, remise, release, convey, assign, transfer. hypothecate, pledge, set over and confirm,
pledge. and grant a continuing security interest and lien in for the purposes hereinafter expressed. unto the
Mortgagees all property. rights, privileges and franchises of the Mortgagor of every kind and description. real,
personal or mixed, tangible and intangible, of the kind or nature specifically mentioned herein OR ANY OTHER
KIND OR NATURE, except any Excepted Property. now owned or hereafier acquifed by the Mortgagor (by
purchase, consolidation, merger., donation. construction. erection or in any other way) wherever located. including
(without limitation) all and singular the following:

ERM-09-10-000-KY Page 1
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A. all of those fee and leasehold interests in real property sct forth in Schedule "B” hereto, subject in each case to
those matters st forth in such Schedule;

B. all of the Mortgagor's interest in fixtures, easements, permits, licenses and rights-of-way comprising real
property, and all other interests in real property, comprisitg any portion of the Utility System (as herein
defined) Jocated in the Counties listed in Schedule YB" hereto;

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

i relating to the ownership. operation or maintenance of any generation, transmission or
distribution facility owned. whether solely or jointly, by the Mortgagor.

(ii) for the purchase of electric power and energy by the Mortgagor and having an original term in
excess of 3 years,

(iii) for the sale of electric power and energy by the Mortgagor and having an original term in excess

of 3 years. and

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

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

. this Granting Clause at length; and

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

All other property, real, personal or mixed. of whatever kind and description and wheresoever situated,
including without limitation goods, accounts, money heid in a trust account pursuant hereto or to a Loan
Agreement, and general intangibles now owned or which may be hereafter acquired by the Mortgagor, but
excluding Excepted Property. now owned or which may be bereafter acquired by the Mortgagor, it being the
intention hereof that all property. rights, privileges. allowances and franchisees now owned by the Mortgagor or
acquired by the Mortgagor after the date hereof (other than Excepted Property) shall be as fully embraced within
and subjected to the lien hereof as if such property were specifically described herein.

GRANTING CLAUSE THIRD

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

GRANTING CLAUSE FOURTH

Together with (subject to the rights of the Mortgagor set forth on Section 5.01) all and singular the
tenements. hereditaments and appurtenances belonging or in anywise appertaining to the aforesaid property or any
part thereof, with the reversion and reversions, remainder and remainders and all the tolls, earnings, rents, issues,
profits, revenues and other income, products and proceeds of the property subjected or required to be subjected to
the lien of this Mortgage, and all other property of any nature appertaining to any of the plants, systems. business
or operations of the Mortgagor, whether or not affixed to the realty, used in the operation of any of the premises or
plants or the Utility System, or otherwise, which are now owned or acquired by the Mortgagor, and all the estate,
right. title and interest of every nature whatsoever, at law as well as in equity, of the Mortgagor in and to the same
and every part thereof (other than Excepted Property with respect to any of the foregoing).

EXCEPTED PROPERTY

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

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

B. all rolling stock (except mobile substations), automobiles, buses, trucks. truck cranes, tractors, trailers and

similar vehicles and movable equipment. and all tools, accessories and supplies used in connection with any
of the foregoing:
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C. all vessels, boats, ships, barges and other marine equipment. all airplanes. airplane engines and other flight
equipment. and all tools, accessaries and supplies used in connection with any of the foregoing;

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

E. all leasehold interests for office purposes;

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

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

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

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

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

PROVIDED. HOWEVER. that (1) if, upon the occurrence of an Event of Default, any Mortgagee, or any
receiver appointed pursuant to statutory provision or order of court, shall have entered into possession of all or
substantially all of the Mortgaged Property, all the Excepted Property described or referred to in the foregoing
Subdivisions A through H, inclusive, then owned or thereafter acquired by the Mortgagor shall immediately, and,
in the case of any Excepted Property described or referred to in Subdivisions I through J, inclusive, upon demand
of any Mortgagee or such receiver, become subject to the lien hereof to the extent permitted by law, and any
Mortgages or such receiver may, to the extent permitted by law, at the same time likewise take possession thereof,
and (ii) whenever all Events of Default shall have been cured and the possession of all or substantiall) all of the
Mortgaged Property shall have been restored to the Mortgagor, such Excepted Property shall again be excepted and
excluded from the lien hereof to the ¢xtent and otherwise as hercinabove set forth,

However, pursuant to Granting Clause Third, the Mortgagor may subject to the lien of this Mortgage any
Excepted Property, whereupon the same shall cease to be Excepted Property.
HABENDUM
TO HAVE AND TO HOLD all said property. rights. privileges and franchises of every kind and description.
real. personal or mixed. hereby and hereafier (by supplemental morigage or otherwise) granted, bargained, sold,
aliened. remised. released, conveyed, assigned, transferred, mortgaged, encumbered, hypothecated. pledged. sct

over. confirmed. or subjected 1o a continuing security interest and lien as aforesaid, together with all the
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appurtenances thereto appertaining (said properties. rights, privileges and franchises, including any cash and
securities hereafter deposited with any Mortgagee ((other than any such cash, if any, which is specifically stated

- herein not to be deemed part of the Mortgaged Property)), being herein collectively called the "Mortgaged

Property”®) unto the Mortgagees and the respective assigns of the Mortgagees forever, to secure equally and ratably
the payment of the principal of (and premium, if any) and interest on the Notes, according to their terms, without
preference. priority or distinction as to interest or principal (except as othenwise specifically provided herein) or as
1o lien or otherwise of any Note over any other Note by reason of the priority in time of the execution, delivery or
maturity thereof or of the assignment or negotiation thereof, or otherwise, and to secure the due performance of all
of the covenants, agreements and provisions herein and in the Loan Agreements contained, and for the uses and
purposes and upon the terms, conditions, provisos and agreements hereinafier expressed and declared.

SUBJECT. HOWEVER. to Permitted Encumbrances (as defined in Section 1.01).

ARTICLE 1
DEFINITIONS & OTHER PROVISIONS OF GENERAL APPLICATION

Section 1.01.  _Definitions. . . e e - - e e

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

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

Adgditional Netes shall mean any Government Notes issued by the Mortgagor to the Government
and any Notes issued by the Mortgagor to any other lender, in either case pursuant to Article II of
this Mortgage, including any refunding, renewal, or substitute Notes or Government Notes which
may from time to time be executed and delivered by the Mortgagor pursuant to the terms of
Article I1,

Board shall mean either the Board of Directors or the Board of Trustees, as the case may be, of
the Mortgagor.

Bugsiness Day shall mean any day that the Government is open for business.
Debt Service Coverage Ratio ("DSC™) shal] meap the ratio determined as follows: for each

calendar year add
(i) Patronage Capital or Margins of the Mortgagor,
(ii) Interest Expense on Total Long Term Debt of the Mortgagor (as computed in

accordance with the principles set forth in the definition of TIER) and

(iii) Depreciation and Amortization Expense of the Mortgagor, and divide the total so
obtained by an amount equal to the sum of all payments of principal and interest
required 1o be made on account of Total Long-Term Debt during such calendar year
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increasing said sum by any addition to interest expense on account of Restricted
Rentals as computed with respect to the Times Interest Earned Ratio herein.

Depreciation and Amortization Expense shall mean an amount constituting the depreciation

and amortization of the Mortgagor as computed pursnant to Accounting Requirements,

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

ntal Law nyiron _ s shall mean all federal, state, and local laws,
regulations. and requirements related to protection of human health or the environment,
including but not limited to the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (42 U.S.C. 9601 et seq.), the Resource Conservation and Recovery Act (42
U.S.C. 6901 et seq.). the Clean Water Act (33 U.S.C. 1251 et seq.) and the Clean Air Act (42
U.S.C. 7401 et seq.), and any amendments and implementing regulations of such acts.

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

Event of Default shall have the meaning specified in Section 4.01 hereof.
Excepted Property shall have the meaning stated in the Granting Clauses.

Government shall mean the United States of America acting by and through the Administrator
of RUS or REA and shall include its successors and assigns.

Goyernment Notes shall mean the Original Notes, and any Additional Notes, issued by the
Mortgagor to the Government, or guaranteed or insured as to payment by the Government.

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

Interest Expense shall mean an amount constituting the interest expense of the Mortgagor as
computed pursuant o Accounting Requirements.
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Lien shall mean any statutory or common law or non-consensual mortgage. pledge. security
interest, encumbrance, lien, right of set off, claim or charge of any kind, including, without
limitation, any conditional sale or otlier title retention transaction, any lease transaction in the
nature thereof and any secured transaction under the UCC.

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

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

Long-Term Lease shall mean a lease having an unexpired term (taking into account terms of
renewal at the option of the lessor. whether or not such lease has previously been renewed) of
more than 12 months.

Margins shall mean the sum of amounts recorded as operating margins and non-operating
margins as computed in accordance with Accounting Requirements,

Maximuom Debt Limit. if any. shall mean the amount more particularly described in Schedule
"A" hereof.

Mortgage shall mean this Restated Mortgage and Security Agreement, including any
amendments or supplements thereto from time to time, .

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

Mortgagee or Mortgagees shall mean the parties identified in the first paragraph of this

instrument as the Mortgagees. as well as any and all other entities that become a Mortgagee

pursuant to Article 11 of this Mortgage by entering into a supplemental mortgage in accordance _
with Section 2.04 of Article IT hereof. The term also includes in all cases the successors and -
assigns of any Mortgagee.

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

Note or Notes shall mean one or more of the Government Notes, and any other Notes which
may. from time to time, be secured under this Mortgage.

Notcholder or Noteholders shall mean one or more of the holders of Notes secured by this -
Mortgage; PROVIDED, however, that in the case of any Notes that have been guaranteed or .
insured as to payment by the Government, as to such Notes Noteholder or Noteholders shall

mean the Government. exclusively, regardless of whether such notes are in the possession of the

Government.

Original Mortgage means the instrument(s) identified as such in Schedule "A" hercof.
QOriginal Notes shall mean the Notes listed on Schedule A" hereto as such, such Notes being _

instruments evidencing outstanding indebtedness of the Mortgagor (i) to the Government _
(including indebtedness which has been issued by the Mortgagor to a third party and guaranteed
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or insured as to payment by the Government) and (ii) to each other Mortgagee on the date of this
Mortgage. '

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

Permitted Debt shall have the meaning specified in Section 3.08,
Permitted Encumbrances shall mean;

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

liens for taxes. assessments and other govemmental charges which are not delinquent:

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

mechanics'. workmen's. repairmen's, materialmen's, warehousemen’s and carriers' liens and other
similar liens arising in the ordinary course of business for charges which are not delinquent, or
which are being contested in good faith and have not proceeded to judgment; PROVIDED the
Mortgagor shall have set aside on its books adequate reserves with respect thereto:

liens in respect of judgments or awards with respect to which the Mortgagor shall in good faith
currently be prosecuting an appeal or proceedings for review and with respect to which the
Mortgagor shall have secured a stay of execution pending such appeal or proceedings for review:
PROVIDED the Mortgagor shall have set aside on its books adequate reserves with respect
thereto;

easements and similar rights granted by the Mortgagor over or in respect of any Mortgaged
Property. PROVIDED that in the opinion of the Board or a duly authorized officer of the
Mortgagor such grant will not impair the usefulness of such property in the conduct of the
Mortgagor’s business and will not be prejudicial to the interests of the Mortgagees, and similar
rights granted by any predecessor in title of the Mortgagor:

easements. leases. reservations or other rights of others in any property of the Mortgagor for
streets. roads. bridges. pipes. pipe lines. railroads. electric transmission and distribution lines.
telegraph and telephone lines, the removal of oil, gas, coal or other minerals and other similar
purposes. flood rights, river control and development rights, sewage and drainage rights.
restrictions against pollution and zoning laws and minor defects and irregularities in the record
evidence of title, PROVIDED that such easements, leases. reservations. rights. restrictions, laws.
defects and irregularities do not materially affcct the marketability of title to such property and do
not in the aggregate materially impair the use of the Mortgaged Property taken as a whole for the
purposes for which it is held by the Mortgagor:.
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liens upon lands over which easements or rights of way are acquired by the Mortgagor for any of

the purposes specified in Clause (7) of this definition, securing indebtedness neither created,

assumed nor guaranteed by the Mortgagor nor on account of which it customarily pays interest. .
which liens do nat materially impair the use of such easements or rights of way for the purposes -
for which they are held by the Mortgagor; —

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

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

any lien or privilege vested in any lessor, licensor or permittor for rent to become due or for other
obligations or acts to be performed. the payment of which rent or performance of which other
obligations or acts is required under leases, subleases. liccnses or permits. so long as the payment
of such rent or the performance of such other obligations or acts is not delinquent:

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

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

any irregularities in or deficiencies of title to any rights-of-way for pipe lines. telephone lines,

telegraph lines. power lines or appurtenances thereto. or other improvements thercon, and to any

real estate used or to be used primarily for right-of-way purposes, FROVIDED that in the opinion

of counsel for the Mortgagor, the Mortgagor shall have obtained from the apparent owner of the

lands or estates therein covered by any such right-of-way a sufficient right. by the terms of the |
instrument granting such right-of-way, to the use thereof for the construction, operation or . —_ }
maintenance of the lines. appurtenances or improvements for which the same are used or are to |
be used, or PROVIDED that in the opinion of counsel for the Mortgagor. the Mortgagor has |
power under eminent domain, or similar statues, to remove such irregularities or deficiencies;

rights reserved to, or vested in, any municipality or governmental or other public authority to
control or regulate any property of the Mortgagor, or to use such property in any manner, which
rights do not materially impair the use of such property. for the purposes for which it is held by
the Mortgagor;

any obligations or duties, affecting the property of the Mortgagor, to any municipality or
governmental or other public authority with respect to any franchise, grant, license or permit;

any right which any municipal or governmental authority may have by virtue of any franchise,

liccnse. contract or statute to purchase. or designate a purchaser of or order the sale of. any _
property of the Mortgagor upon payment of cash or reasonable compensation therefor or to

terminate any franchise. license or other rights or to regulate the property and business of the

Mortgagor: PROVIDED. HOWEVER. that nothing in this clause 17 is intended to waive any

claim or rights that the Government may otherwise bave under Federal laws:
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as to properties of other operating electric companies acquired after the date of this Mortgage by
the Mortgagor as permitted by Section 3.10 hereof, reservations and other matters as to which
such properties may be subject as more fully set forth in such Section:

any lien required by law or governmental regulations as a condition to the transaction of any
business or the exercise of any privilege or license. or to enable the Mortgagor to maintain self-
insurance or to participate in any fund established to cover any insurance risks or in connection
with workmen's compensation. unemployment insurance, old age pensions or other social
security. or to share in the privileges or benefits required for companies participating in such
arrangements, PROVIDED, HOWEVER, that nothing in this clause 19 is intended to waive any
claim or rights that the Government may otherwise have under Federal laws;

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

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

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

purchase money mortgages permitted by Section 3.08:
the Original Mortgage:
this Mortgage.

Property Additions shall mean Utility System property as to which the Mortgagor shall provide

Title Evidence and which shall be (or, if retired., shall have been) subject to the lien of this

Mortgage, which shall be properly chargeable to the Mortgagor's utility plant accounts under -
Accounting Requirements (including property constructed or acquired to replace retired property

credited to such accounts) and which shall be:

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

2) used or useful in the utility business of the Mortgagor conducted with the properties -
described in the Granting Clauses of this Mortgage. even though separate from and
not physically connected with such properties.

"Property Additions" shall also include:

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

) property located or constructed on. over or under public highways. rivers or other
public property if the Mortgagor has the lawful right under permits. licenses or

Page 10




EXHIBIT 4
Page 12 of 49

ook 799 330

0 franchises granted by a governmental body having jurisdiction in the premises or by
\ ) the 1aw of the State in which such property is located to maintain and operate such
\ ' property for an unlimited, indeterminate or indefinite period or for the period, if any,
specified in such permit, license or franchise or law and to remove such property at the
expiration of the period covered by such permit, license or franchise or law, or if the .
terms of such permit, license, franchise or law require any public authority having the
right to take over such property to pay fair consideration therefor.

"Property Additions” shall NOT include:

(@)  good will, going concern value, contracts, agreements, franchises, licenses or
permits. whether acquired as such, separate and distinct from the property
operated in cannection therewith, or acquired as an incident thereto, or

(b)  any shares of stock or indebtedness or certificates or evidences of interest et
therein or other securities, or .

(¢)  any plant or system or other property in which the Mortgagor shall acquire only

a leasehold interest, or any betterments, extensions, improvements or additions

(other than movable physical personal property which the Mortgagor has the

right to remove), of, upon or to any plant or system or other property in which

the Mortgagor shall own only a leasehold interest unjess (j). the term of the .

leasehold interest in the property to which such betterment, extension, -

improvement or addition rclates shall extend for at Jeast 75% of the useful life ..

of such betterment, extension, improvement or addition and (ii) the lessor shall _

have agreed to give the Mortgagee reasonable notice and opportunity to cure

any defauit by the Mortgagor under such lease and not to disturb any .
‘} Mortgagee's possession of such leasehold estate in the event any Mortgagee

succeeds to the Mortgagor’s interest in such lease upon any Mortgagee's -

exercise of any remedies under this Mortgage so long as there is no default in .

the performance of the tenant's covenants contained therein, or

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

Prudent Utility Practice shall mean any of the practices, methods and acts which, in the

exercise of reasonable judgment, in light of the facts, including, but not limited to, the practices. -
methods and acts engaged in or approved by a significant portion of the electric utility industry —_
prior thereto, known at the time the decision was made, would have been expected to accomplish

the desired result consistent with cost-effectiveness, reliability, safety and expedition, It is ) —
recognized that Prudent Utility Practice is not jntended to be limited to pptimum practice, method .
or act to the exclusion of all others, but rather is a spectrum of possible practices, methods or acts

which could have been expected to accomplish the desired result at the lowest reasonable cost .-
consistent with cost-effectiveness, reliability, safety and expedition.

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

Regulatory Created Assets shall mean the sum of any amounts properly recordable as _.

unrecovered plant and regulatory study costs or as other regulatory assets, pursuant 0
Accounting Requirements, -

ERM-09-10-000-KY Page 11

¢




EXHIBIT 4
Page 13 of 49

sok ‘799 me331 .

0 Restricted Rentals shall mean all rentals required to be paid under finance leases and charged to
income, exclusive of any amounts paid under any such lease (whether or not designated therein .
as rental or additional rental) for maint¢nance or repairs, insurance, taxes, assessments, water -
rates or similar charges. For the purpose of this definition the term "finance lease” shall mean '
any lease having a rental term (including the term for which such lease may be renewed or -
extended at the option of the lesseg) in excess of 3 years and covering property having an initial
cost in excess of $250,000 other than aircraft, ships, barges, antomobiles, trucks, trailers, rolling
stock and vehicles; office, garage and warehouse space; office equipment and computers.

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

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

Subordinated Indebtedness shall mean secured indebtedness of the Mortgagor, payvment of - |
which shall be subordinated to the prior payment of the Notes in accordance with the provisions

of Section 3.08 hereof by subordination agreement in form and substance satisfactory to each
Mortgagee which approval will not be unreasonably withheld,

Supplemental Mortgage shall mean an instrument of the type described in
Section 2,04,

Times Interest Earned Ratio ("TIER") shall mean the ratio determined as follows: for each .

calendar year: add (i) patronage capital or margins of the Mortgagor and (ii) Interest Expense on

Total Long-Term Debt of the Mortgagor and divide the total so obtained by Interest Expense on
‘} Total Long-Term Debt of the Mortgagor, provided, however, that in computing Interest Expense

on Total Long-Term Debt, there shall be added,.to the extent not otherwise included, an amount -

equal to 33-1/3% of the excess of Restricted Rentals paid by the Mortgagor over 2% of the

Mortgagor’s Equity.

Title Evidence shall mean with respect 1o any real property:

(1) an opinion of counsel to the effect that the Mortgagor has title, whether fairly deducible
of record or based upon prescriptive rights (or, as to personal property, based on such
evidence as counsel shall determine to be sufficient), as in the opinion of counsel is
*  satisfactory for the use thereof in connection with the operations of the Mortgagor, and _
counsel in giving such opinion may disregard any irregularity or deficiency in the record .
evidence of title which, in the opinion of such counsel, can be cured by proceedings g
within the power of the Mortgagor or does not substantially impair the usefulness of
such property for the purpose of the Mortgagor and may base such opinion upon
counsel's own investigation or upon affidavits. certificates, abstracts of title, statements
or investigations made by persons in whom such counsel has confidence or upon
examination of a certificate or guaranty of title or policy of title insurance in which
counsel has confidence; or

| 2) a mortgagee's policy of title insurance in the amount of the cost to the Mortgagor of the
Jand included in Property Additions, as such cost is determined by the Mortgagor in
accordance with the Accounting Requirements, issued in favor of the Mortgagees by an
entity authorized to insure title in the states where the subject property is located. )
showing the Mortgagor as the owner of the subject property and insuring the licn of this —_
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Mortgage; and with respect to any personal property a certificate of the general manager
or other duly authorized officer that the Mortgagor lawfully owns and is possessed of
such property.

Total Agsets shall mean an amount constituting total assets of the Mortgagor as computed
pursuant to Accounting Requirements, but excluding any Regulatory Created Asscts.

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

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

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

Utility System shall mean the Electric System and all of the Mortgagor's interest in community
infrastructure located substantially within its electric service territory, namely water and waste
systems. solid waste disposal facilities, telecommunications and other electronic communications
systems. and natural gas distribution systems,

General Rules of Construction:
a.  Accounting terms not defined in Section 1.01 are used in this Mortgage in their ordinary
sense and any computations relating to such terms shall be computed in accordance with the

Accounting Requirements,

b.  Any reference to "directors” or "board of directors” shall be deemed to mean "trustees" or
"board of trustees,” as the case may be.

Special Rules of Construction if RUS is 8 Mortgagee:

During any period that RUS is a Mortgagec, the following additional provisions shall apply:

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

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

Governing Law:

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

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

ARTICLE 1
ADDITIONAL NOTES
Additional Notes:

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

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

) The Mortgagor shall have achieved for each of the two calendar
years immediately preceding the issuance of such Additional Notes,
a TIER of not less than 1.5 and a DSC of not less than 1.25;

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

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

@iv) The sum of the aggregate principal amount of such Additional Notes
(if any) that are not related to the Electric System if added to the
aggregate outstanding principal amount of all the existing Notes (if
any) that are not related to the Electric System will not exceed 30%
of the Mortgagor’s Equity on a pro forma basis.
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()] No Event of Default has occurred and is continuing hereunder, or any event
which with the giving of notice or lapse of time or both would become an Event
of Default has occurred and is continuing.

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

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

) For purposes of this section;

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

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

3) For purposes of calculating the pro forma ratios in subparagraphs (a)(1)(ii) and
(iii). the values for Total Long Term Debt and Total Assets before debt issuance
and the values for Equity and Net Utility Plant shall be the most recently
available end-of-month figures preceding the issuance of the Additional Notes,
but in no case for a month ending more than 180 days preceding such issuance.

Refunding or Refinancing Notes:

The Mortgagor shall also have the right without the consent of any Mortgagee or any Noteholder
to issue Additional Notes for the purpose of refunding or refinancing any Notes so long as the
total amount of outstanding indebtedness evidenced by such Additional Note or Notes is not
greater than 105% of the then outstanding principal balance of the Note or Notes being refunded
or refinanced. PROVIDED. HOWEVER, that the Mortgagor may not exercise its rights under
this Section if an Event of Default has occurred and is continuing, or any event which with the
giving of notice or lapse of time or both would become an Event of Default has occurred and is
continuing. On or before the first advance of proceeds from Additional Notes issued under this
section, the Mortgagor shall patify each Mortgagee of the refunding or refinancing. Additional
Notes issued pursuant to this Section 2,02 will thereupon be secured equally and ratably with the
Notes.

Other Additional Notes.
With the prior written consent of each Mortgagee, the Mortgagor may issue Additional Notes to
the Government or any lender or lenders, which Notes will thereupon be secured equally and

ratably with Notes without regard to whether any of the requirements of Sections 2.01 or 2.02 are
satisfied.
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Additional Lenders Entitled to the Benefit of This Mortgage:

Without the prior consent of any Mortgagee or any Noteholder, each new lender designated as a
payee in any Additional Notes issued by the Mortgagor pursuant to Section 2.01 or 2.02 of this
Mortgage shall become a Mortgagee hereunder upon the execution and delivery by the Mortgagor
and such lender of a supplemental mortgage hereto designating such lender as a Morigagee
hereunder. Such new lender shall be entitled to the benefits of this Morigage without further act
or deed. Each Mortgagee and each person or entity that becomes a lender pursnant to Section
2.01 or 2.02 of this Mortgage shall, upon the request of the Mortgagor to do so, execute and
deliver a supplement to this Mortgage in substantially the form set forth in Section 2.05 to
evidence the addition of such new lender as an additional Mortgagee entitled to the benefits of
this Mortgage. The failure of any existing Mortgagee to enter into such supplemental mortgage
shall not deprive the new lender of its rights under this Mortgage, provided that such additional
indebtedness otherwise conforms in all respects with the requirements for issuing Additional
Notes under this Mortgage. . .

Form of Supplemental Mortgage:

@

(®)

©

The form of supplemental mortgage referred to in Section 2.04 is attached to this
Mortgage as Exhibit B and hercby incorporated by reference as if set forth in full at this

point,

In the event that the Mortgagor subsequently issues Additional Notes pursuant to

Sections 2.01 or 2,02 to any existing Mortgagee and that Mortgagee desires further

assurance that such Additional Notes will be secured by the lien of the Mortgage, an
instrument substantially in the form of the supplemental mortgage attached as Exhibit B
may be used.

In the event that the Mortgagor issues Additional Notes pursuant to Section 2,03 to
either an existing Mortgagee or a new lender, in either case with the prior written
consent of each Mortgagee, then an instrument substantially in the form of the
supplemental mortgage attached as Exhibit B may also be used.

ARTICLE I

PARTICULAR COVENANTS OF THE MORTGAGOR

Payment of Debt Service on Notes:

The Mortgagor will duly and punctually pay the principal. premium, if any, and interest on the
Notes in accordance with the terms of the Notes, the Loan Agreements, this Mortgage and any
Supplemental Mortgage authorizing such Notes.

Warranty of Title:

(a)

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

At the time of the execution and delivery of this instrument, the Mortgagor lawfully
owns and is possessed of the personal property specifically described in Granting
Clauses First and Second, subject to no mortgage, lien, charge or encumbrance except as
stated therein, and has full power and lawful authority to mortgage, assign, transfer,
deliver. pledge and grant a continuing security interest in said property and. including
any proceeds thereof, in the manner and form aforesaid.

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

After-Acquired Property; Further Assurances; Recording:

(a)

®

All property of every kind. other than Excepted Property. acquired by the Mortgagor afier
the date hereof, shall, immediatcly upon the acquisition thereof by the Mortgagor, and
without any further mortgage, conveyance or assignment, become subject to the lien of this
Mortgage; SUBJECT, HOWEVER, to Permitled Encumbrances and the exceptions. if any.
to which all of the Mortgagees consent. Nevertheless, the Mortgagor will do, execute,
acknowledge and deliver all and every such further acts, conveyances, mortgages, financing
statements and assurances as any Mortgagee shall require for accomplishing the purposes of
this Mortgage.

The Mortgagor will cause this Mortgage and all Supplemental Mortgages and other
instruments of further assurance, including all financing statements covering security
interests in personal property, to be promptly recorded, registered and filed, and will
execute and file such financing statements and cause to be issued and filed such
continuation statements, all in such manner and in such places as may be required by law
fully to preserve and protect the rights of all of the Mortgagees and Noteholders hereunder
1o all property comprising the Mortgaged Property. The Mortgagor will furnish to each
Mortgagee: . -

(1) promptly after the execution and delivery of this insyrument and of each Supplemental

Mortgage or other instrument of further assurance, an Opinion of Counsel stating that, _

in the opinion of such Counsel, this instrument and all such Supplemental Mortgages
and other instruments of further assurance have been properly recorded. registered and
filed to the extent necessary to make effective the lien intended to be created by this
Mortgage, and reciting the details of such action or referring to prior Opinions of
Counsel in which such details are given, and stating that all financing statements and
continuation statements have been executed and filed that are necessary fully to
preserve and protect the rights of all of the Mortgagees and Noteholders hereunder, or
stating that, in the opinion of such Counsel, no such action is necessary to make the
lien effective; and

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

Section 3.04.  Environmental Requirements and Indemnity:

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

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

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

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

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

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

Section 3.05.  Payment of Taxes:

The Morigagor will pay or cause to be paid as they become due and payable all taxes, -
assessments and other governmental charges lawfully levied or assessed or imposed upon the )
Mortgaged Property or any part thereof or upon any income therefrom, and also (to the extent -
that such payment will not be contrary to any applicable laws) all taxes, assessments and other

governmental charges lawfully levied, assessed or imposed upon the lien or interest of the =
Noteholders or of the Mortgagees in the Mortgaged Property. so that (to the extent aforesaid) the :
lien of this Mortgage shall at all times be wholly preserved at the cost of the Mortgagor and

without expense to the Mortgagees or the Noteholders; PROVIDED, HOWEVER, that the
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Mortgagor shall not be required to pay and discharge or cause to be paid and discharged any such
tax. assessment or governmental charge to the extent that the amount, applicability or validity
thereof shall currently be contested in good faith by appropriate proceedings and the Mortgagor
shal] have established and shall maintain adequate reserves on its books for the payment of the
same,

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

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

Restrictions on Further Encumbrances an Property:

Except to secure Additional Notes. the Mortgagor will not, without the prior written consent of
each Mortgagee. create or incur or suffer or permit 10 be created or incurred or to exist any Lien,
charge, assignment, pledge or mortgage on any of the Mortgaged Property inferior to, prior to. or
on a parity with the Lien of this Mortgage except for the Permitted Encumbrances. Subject to the
provisions of Section 3.08. or unless approved by each of the Mortgagees, the Mortgagor will
purchase all materials, equipment and replacements to be incorporated in or used in connection
with the Mortgaged Property outright and not subject to any conditional sales agreement, chattel
mortgage, bailment, lease or other agreement reserving to the seller any right, title or Lien.

Restrictions On Additional Permitted Debt:

The Mortgagor shall not incur, assume, guarantee or otherwise become liable in respect of any
debt for borrowed money and Restricted Rentals (including Subordinated Debt) other than the
following: ("Permitied Debt")

4] Additional Notes issued in.compliance with Article II hereof;,

2) Purchase money indebtedness in non-Utility System property, in an amount not
exceeding 10% of Net Utility Plant;

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

4) Unsecured lease obligations incurred in the ordinary course of business except Restricted
Rentals:

(5) Unsecured indebtedness for borrowed money:;
(6) Debt represented by dividends declared but not paid: and
)] Subordinated Indebtedness approved by each Mortgagee.

PROVIDED. However. that the Mortgagor may incur Permitted Debt without the consent of the
Mortgagee only so long as there exists no Event of Default hereunder and there has been no

Page 19

[l




Section 3.09.

Section 3.10.

ERM-09-10-000-KY

EXHIBIT 4
Page 21 of 49

sk 799 me330

continuing occurrence which with the passage of time and giving of notice could become an
Event of Default hereunder.

PROVIDED, FURTHER, by executing this Mortgage any consent of RUS that the Mortgagor
would otherwise be required to obtain under this Section is hereby deemed 10 be given or waived
by RUS by operation of law to the extent, but only to the extent, that to impose such a
requirement of RUS consent would clearly violate existing Federal laws or government
regulations,

Preservation of Corporate Existence and Franchises:

The Mortgagor will, so long as any Outstanding Notes exist, take or cause to be taken all such
action as from time to time may be necessary to preserve its corporate existence and to preserve
and renew all franchises. rights of way. easements. permits. and licenses now or hereafier to be
granted or upon it conferred the loss of which would have a material adverse affect on the
Morntgagor's financial condition or business. The Mortgagor will comply with all laws,
ordinances. regulations, orders, decrees and other legal requirements applicable to it or its
property the violation of which could have a material adverse affect on the Mortgagor's financial
condition or business.

Limitations on Consolidations and Mergers:

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

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

) the entity formed by such consolidation or with which the Mortgagor is merged or the
corporation which acquires by conveyance or transfer the Mortgaged Property
substantially as an entirety shall execute and deliver to the Mortgagees a mortgage
supplemental hereto in recordable form and containing an assumption by such successor
entity of the due and punctual payment of the principal of and interest on all of the
Outstanding Notes and the performance and observance of every covenant and condition
of this Mortgage;

3) immediately after giving effect to such transaction, no default hereunder shail have
occurred and be continuing:

€)) the Monigagor shall have delivered to the Mortgagees a certificate of its general
manager or other officcr, in form and substance satisfactory to each of the Mortgagees.
which shall state that such consolidation. merger, conveyance or transfer and such
supplemental morigage comply with this subsection and that all conditions precedent
herein provided for relating to such transaction have been complied with;

) the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in form and
substance satisfactory to each of the Mortgagees: and
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the entity formed by such consolidation or with which the Mortgagor is merged or the
corporation which acquires by conveyance or transfer the Mortgaged Property
substantially as an entirety shall be an entity -

(A)

®)

© -

having Equity equal to at least 27% of its Total Assets on a pro forma basis
after giving effect to such transaction,

having a pro forma TIER of not less than 1,50 and a pro forma DSC of not less
than 1.25 for each of the two preceding calendar years, and

having Net Utility Plant equal to or greater than 1,0 times its Total Long-Term
Debt on a pro forma basis. Upon any consolidation or merger or any
conveyance or transfer of the Mortgaged Property substantially as an entirety in
accordance with this subsection, the successor entity formed by such
consolidation or with which the Mortgagor is merged or to which such
conveyance or transfer is made shall succeed to, and be substituted for, and may
exercise every right and power of, the Mortgagor under this Mortgage with the
same effect as if such successor entity bad been named as the Mortgagor herein.

Limitations on Transfers of Property:

The Morigagor may not, except as provided in Section 3. 10 above, without the prior written
approval of each Mortgagee. sell, lease or transfer any Mortgaged Property to any other person or
entity (including any subsidiary or affiliate of the Mortgagor), unless

(1)

@
)

&)

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

fair market value is obtained for such property,

the aggregate value of assets so sold, leased or transfersed in any 12-month period is less
than 10% of Net Utility Plant, and _

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

(¢)
o1}

(iii)

applied as a prepayment of all Notes equally and ratably,

in the case of dispositions of equipment., materials or scrap, applied to the
purchase of other property useful in the Mortgagor’s utility business, not
necessarily of the same kind as the property disposed of. which shall
forthwith become subject to the Lien of the Mortgage, or

applied to the acquisition or construction of utility plant.

Maintenance of Mortgaged Property:

(a)

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

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

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

Insurance; Restoration of Damaged Mortgaged Property:

(a)

)

©

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

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

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

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

Mortgagee Right to Expend Money to Protect Mortgaged Property:

The Mortgagor agrees that any Mortgagee from time to time hereunder may, in its sole
discretion. after having given 5 Business days prior written notice to the Mortgagor, but shall not
be obligated to. advance funds on behalf of the Mortgagor, in order to insure the Mortgagor's
compliance with any covenant, warranty, representation or agreement of the Mortgagor made in '
or pursuant to this Mortgage or any of the Loan Agreements, to preserve or protect any right or
interest of the Mortgagees in the Mortgaged Property or under or pursuant to this Mortgage or
any of the Loan Agreements, including without limitation, the payment of any insurance
premiums or taxes and the satisfaction or discharge of any judgment or any Lien upon the
Mortgaged Property or other property or assets of the Mortgagor; provided. however, that the
making of any such advance by or through any Mortgagee shall not constitute a waiver by any
Mortgagee of any Event of Default with respect to which such advance is made nor relieve the
Mortgagor of any such Event of Default. The Morigagor shall pay to a Mortgagee upon demand
al] such advances made by such Mortgagee with interest thereon at a rate equal to that on the
Note having the highest interest rate but in no event shall such rate be in excess of the maximum
rate permitted by applicable law. All such advances shall be included in the obligations and

secured by the secyrity interest granted hereunder.
Time Extensions for Payment of Notes:

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

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

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

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

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

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

The Mortgagor will observe and perform all of the material covenants, agreements, terms and
conditions contained in any Loan Agrecment entered into in connection with the issuance of any
of the Noles, as from time to time amended. The Mortgagor will send promptly to each
Mortgagee notice of any default by the Mortgagor under any Loan Agreement and notice of any
amendment to any Loan Agreement. Upon request of any Mortgagee, the Mortgagor will furnish
10 such Mortgagee single copies of such Loan Agreements and amendments thereto as such
Mortgagee may request.

Rights of Way, etc., Necessary in Business:

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

Limitations on Providing Free Electric Services:
The Mortgagor will not furnish or supply or cause to be furnished or supplied any clectric power.
energy or capacity frec of charge g any person. firm or corporation. public or private. and the

Mortgagor will enforce the payment of any and all amounts owning to the Mortgagor by reason
of the ownership and operation of the Utility System by discontinuing such use, output. capacity.
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or service, or by filing suit therefor within 90 days afier any such accounts are due, or by both
such discontinuance and by filing suit. .

Keeping Books; Inspection by Mortgagee:

The Mortgagor will keep proper books. records and accounts,.in which full and correct entries
shall be made of all dealings or transactions of or in relation to the Notes and the Utility System,
properties, business and affairs of the Mortgagor in accordance with the Accounting
Requirements. The Mortgagor will at any and all times, upon the written request of any
Mortgagee and at the expense of the Mortgagor, permit such Mortgagee by its represcntatives to
inspect the Utility System and properties. books of account, records, reports and other papers of
the Mortgagor and to 1ake copies and extracts therefrom, and will afford and procure a
reasonable opportunity to make any such inspection. and the Mortgagor will furnish to each
Mortgagee any and all such information as such Mortgagee may request, with respect to the
performance by the Mortgagor of its covenants ynder this Mortgage, the Notes and the Loan
Agreements.

Maximum Debt Limit:

The Notes at any one time secured by this Mortgage shall not in the aggregate principal amount
exceed the Maximum Debt Limit.

ARTICLE IV
EVENTS OF DEFAULT AND REMEDIES __
Events of Default:
Each of the following shall be an "Event of Default" under this Mortgage:

(a) default shall be made in the péyment of any installment of or on accoynt of interest on
or principal of (or premium, if any associated with) any Note or Notes for more than five
(5) Business Days afier the same shall be required to be made;

()] default shall be made in the due observance or performance of any other of the
covenants, conditions or agreements on the part of the Mortgagor, in any of the Notes,
Loan Agreements or in this Mortgage, and such default shall continue for a period of
thirty (30) days after written notice specifying such default and requiring the same 1o be
remedied and stating that such notice is a "Notice of Default” hereunder shall have been
given to the Morigagor by any Mortgagee; PROVIDED, HOWEVER that in the case of
a default on the terms of a Note or Loan Agreement of a particular Mortgagee, the
"Notice of Default" required under this paragraph may only be given by that Mortgagee;

(©) the Mortgagor shall file a petition in bankruptcy or be adjudicated a bankrupt or
insolvent. or shall make an assignment for the benefit of its creditors, or shail conscnt to
the appointment of a receiver of itself or of its property. or shall institute proceedings for
its reorganization or proceedings instituted by others for its reorganization shall not be
dismissed within sixty (60) days after the institution thereof;,
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((+)] a receiver or liquidator of the Mortgagor or of any substantial portion of its property
shall be appointed and the order appointing such receiver or liquidator shall not be
vacated within sixty (60) days after the entry thereof,

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

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

(8) any material representation or warranty made by the Mortgagor herein, in the Loan
Agreements or in any certificate or financial statement delivered hereunder or
thereunder shall prove to be false or misleading in any material respect at the time
made,

Acceleration of Maturity; Rescission and Annulment:

(a) If an Event of Default described in Section <.01(a) has acgurred and is continging, any
Mortgagee upon which such default has occurred may declare the principal of all its
Notes secured hereunder to be due and payable immediately by a notice in writing to the
Mortgagor and to the other Mortgagees (failure to provide said notice to any other
Mortgagee shall not affect the validity of any acceleration of the Note or Notes by such
Mortgagee), and upon such declaration, all unpaid principal (and premium. if any) and
accrued intetest so declared shall become due and payable immediately, anything
contained herein or in any Note or Notes to the contrary notwithstanding,

() If any other Event of Default shall have occurred and be continuing, any Mortgagee may
declare the principal of all its Notes secured hereunder to be due and payable
immediately by a notice in writing to the Mortgagor and to the other Mortgagees (failure
to provide said notice to any other Mortgagee shall not affect the validity of any
acceleration of the Note or Notes by such Mortgagee), and upon such declaration, all
unpaid principal (and premium, if any) and accrued interest so declared shall become
due and payable immediately, anything contained herein or in any Note or Notes to the

“  contrary notwithstanding.

() Upon receipt of actual knowledge of or any notice of acceleration by any Mortgagee, any
other Mortgagee may declare the principal of ali of its Notes to be due and payable
immediately by a notice in writing to the Mortgagor and upon such declaration, all
unpaid principal (and premium, if any) and accrued interest so declared shall become
due and payable immediately, anything contained herein or in any Note or Notes or
Loan Agreements to the contrary notwithstanding.

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

Secction 4.03.  Remedies of Mortgagees:

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

@

)

(©)

ERM-09-10-000-KY

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

proceed to protect and enforce the rights of all of the Mortgagees by suits or actions in
equity or at law in any court or courts of competent jurisdiction, whether for specific
performance of any covenant or any agreement coniained herein or in aid of the
execution of any power herein granted or for the foreclosure hereof or hereunder or for
the sale of the Mortgaged Property. or any part thereof, or 1o collect the debts hereby
secured or for the enforcement of such other or additional appropriate legal or equitable
remedies as may be deemed necessary or advisable to protect and enforce the rights and
remedies herein granted or conferred, and in the event of the institution of any such
action ar suit the Mortgagee instituting such action or suit shall have the right to have
appointed a receiver of the Mortgaged Property and of all proceeds, rents, income,
revenues and profits pertaining thereto or arising therefrom. whether then past due or
accruing afier the appointment of such receiver, derived, received or had from the time
of the commencement of such suit or action. and such recciver shall have all the usual
powers and duties of receivers in like and similar cases, 1o the fullest extent permitted by
law. and if application shall be made for the appointment of a receiver the Mortgagor
hereby expressly consents that the court to which such application shall be made may
make said appointment; and i

sell or cause to be sold all and singular the Mortgaged Property or any part thereof. and
all right. title. interest. claim and demand of the Mortgagor therein or thereto, at public
auction at such place in any county (or its equivalent locality) in which the property to
be sold. or any part thereof. is located. at such time and upon such terms as may be
specified in a notice of sale. which shall state the time when and the place where the sale
is to be held. shall contain a brief general description of the property to be sold. and
shall be given by mailing a copy thereof to the Mortgagor at least fifteen (15) days prior
1o the date fixed for such sale and by publishing the same once in each weck for two
successive calendar weeks prior to the date of such sale in a newspaper of general
circulation published in said locality or. if no such newspaper is published in such

Page 27




Section 4.04.

Section 4.05.

Section 4.06.

ERM-09-10-000-KY

~ EXHIBIT 4 -
Page 29 of 49

o 190 nee347

Jocality. in a newspaper of general circulation in such locality. the first such publication
to be not less than fifteen (15) days nor more than thirty (30) days prior to the date fixed
for such sale. Any sale to be made under this subparagraph (c) of this Section 4.03 may
be adjourned from time to time by announcement at the time and place appointed for
such sale or for such adjourned sale or sales, and without further notice or publication
the sale may be had at the time and place to which the samne shall be adjourned;
provided, however, that in the event another or different notice of sale or another or
different manner of conducting the same shall be required by law the notice of sale shall
be given or the sale be conducted, as the case may be, in accordance with the applicable
provisions of law. The expense incurred by any Mortgagee (including, but not limited
to. receiver's fees. counsel fees. cost of advertisement and agents’ compensation) in the
exercise of any of the remedies provided in this Mortgage shall be secured by this
Mortgage.

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

Application of Procecds from Remedial Actions:

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

Remedies Cumulative; No Election:

Every right or_remedy herein conferred upon or reserved to the Mortgagees or to the Noteholders
shall be cumulative and shall be in addition to every other right and remedy given hereunder or
now or hereafier existing at law. or in equity, or by statute. The pursuit of any right or remedy
shall not be construed as an election.

Waiver of Appraisement Rights; Marshaling of Assets Not Required:

The Mortgagor. for itself and all who may claim through or under it, covenants that it will not at _

any time insist upon or plead. or in any manner whatever claim. or take the benefit or advantage
of. any appraisement. valuation, stay, extension or redemption laws now or hereafier in force in
any locality where any of the Mortgaged Property may be situated, in order to prevent, delay or
hinder the enforcement or foreclosure of this Mortgage, or the absolute sale of the Mortgaged
Property. or any part thereof. or the final and absolute putting into possession thereof.,
immediately after such sale. of the purchaser or purchasers thereat. and the Mortgagor, for itself
and all who may claim through or under it. hereby waives the benefit of all such laws unless such
waiver shall be forbidden by law. Under no circumstances shall there be any marshalling of
assets upon any foreclosure or to other enforccment of this Mortgage,
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Notice of Default:

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

ARTICLE V
POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE
Possession Until Default:

Until some one or more of the Events of Defaylt shall have happened. the Mortgagor shall be
suffered and permitted (o retaip actual possession of the Mortgaged Property. and to manage,
operate and use the same and any part thereof, with the rights and franchises appertaining
thereto. and to collect, recejve, take, use and enjoy the rents, revenues, issues, earnings, income,
proceeds, products and profits thereof or therefrom, subject to the provisions of this Mortgage,

Defeasance:

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

Spetial Defeasance:

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

i d1e g |
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ARTICLE VI
MISCELLANEOUS
Property Deemed Real Property:

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

Mortgage to Bind and Benefit Successors and Assigns:

All of the covenants, stipulations, promises. undertakings and agreements herein contained by or
on behalf of the Mortgagor shall bind its successors and assigns, whether so specified or not. and
all titles, rights and remedies hereby granted to or conferred upon the Mortgagees shall pass to
and inure to the benefit of the successors and assigns of the Mortgagees and shall be deemed to
be granted or conferred for the ratable benefit and security of all who shall from time to time be a
Mortgagee. The Mortgagor hereby agrees 10 execute such consents, acknowledgments and other
instruments as may be reasonably requested by any Mortgagee in connection with the
assignment, transfer, mortgage, hypothecation or pledge of the rights or interests of such
Mortgagee hereunder or under the Notes or in and to any of the Mortgaged Property.

Headings:

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

Severability Cause:

In case any provision of this Mortgage or in the Notes or in the Loan Agreements shall be invalid
or unenforceable, the validity, legality and enforceability of the remaining provisions thereof
shall not in any way be affected or impaired, nor, nor shall any invalidity or unenforceability as
to any Mortgagee hereunder affect or impair the rights hereunder of any other Mortgagee.

Mortgage Deemed Security Agreement:

To the extent that any of the property described or referred to in this Mortgage is governed by the
provisions of the UCC this Mortgage is hereby deemed a "security agreement” under the UCC,
and. if so elected by any Mortgagee, a "financing statement” under the UCC for said security
agreement. The mailing addresses of the Mortgagor as debtor, and the Mortgagees as secured
parties are as set forth in Schedule "A" hereof. If any Moytgageg so directs (the Mortigagor to do
so. the Mortgagor shall file as a financing statement under the UCC for said security agreement
and for the benefit of all of the Mortgagees, an instrument other than this Mortgage. In such case,
the instrument to be filed shall be in a form customarily accepted by the filing office as a
financing statement. PROCEEDS OF COLLATERAL ARE COVERED HEREBY.

Page 30

ok

T




EXHIBIT 4
Page 32 of 49

o 199 nc350

‘ Section 6,06,  Indemnification by Mortgagor of Mortgagees:

The Mortgagor agrees to indemnify and save harmless each Mortgagee against any liability or
damages which any of them may incur or sustain in the exercise and performance of their
rightful powers and duties hereunder. For such reimbursement and indemnity, each Mortgagee
shall be secured under this Mortgage in the same manner as the Notes and all such
reimbursements for expense or damage shall be paid to the Mortgagee incurring or suffering the
same with interest at the rate specified in Section 3.14 hereof. The Mortgagor's obligation to
indemnify the Mortgagees under this section and under Section 3.04 shall survive the satisfaction
of the Notes. the reconveyance or foreclosure of this Mortgage, the acceptance of a deed in lieu of
foreclosure, or any transfer or abandonment of the Mortgaged Property.

IN WITNESS WHEREOF. NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION, as
Mortgagor, has caused this Restated Mortgage and Security Agreement to be signed in its name and its corporate
seal to be hereunta affixed and attested by its officers thereyato duly guthorized, and UNITED STATES OF
AMERICA. as Mortgagee and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CQRPORATION,
as Mortgagee, have each caused this Restated Mortgage and Security Agreement to be signed in their respective
names by duly authorized persons, all as of this day and year first above written.

NOLIN RURAL ELECTRIC COOPERATIVE CORPORATION

by W CQ&JQ haigpersen
‘ (Seal)

Attest: % X . fw

Executed by the Mortgagor
in the presence of:

W EERERTEIY e
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UNITED STATES OF AMERICA

” %2 r<als Zy 471‘7

Director - Northern
ACHNG  p.cional Division
of the
Rural Utilities Service

ted by United States of America,
gaged, in the presence oFf

M aa Wan. 'Y = :
Bk S Hiundinslo

Witnesses ()

d

NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION

by

Assistant tary-Treasur

(SEAL)

Assistant Secfetary-Treasurer

by the above-named, Mortgagee, in the -

Executed
esenge of:

- . . - -mr =
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. COMMONWEALTH OF KENTUCKY . . . ) L . .
; ] ) S8 . ]
countyor Hacdia )

L \an ?. bcog , a Notary Public in and for the County and
Commonwealth afo E do her¢ § centify that L o\oent . Wa.d e . personally
known to me to be the 526 Nofin Rural Electric Cooperative Corporation. a cosporation of the . on -
Commonwealth of Kentucky, and to me known to be the identical person whose name is as presiaaf of said
corporation, subscribed to the foregoing instrument. appeared before me this day in pgIson ‘apggipduced the
foregoing instrument to me in the County aforesaid and acknowledged that as such Presrdentfie §igfed the
foregoing instrument pursuant to authority given by the board of directors of said corporation as his free and
voluntary act and deed and as the free and voluntary act and deed of said corporation for the uses and purposes
therein set forth and that the seal affixed to the foregoing instrument is the corporate seal of said corporation.

Given under my hand this o \ day of R\Lﬂ\hﬁ’\’ 19947

Notary Public Xphn /Y, Scotk
in and for 9344 e Geunty: Kentucky

(Notarial Seal)

My Commission expires: ﬁ‘ - [ -9

ERM-09-10-000-KY Page 33 -
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DISTRICT OF COLUMBIA ) SS
Onthis 2 M/( day of /’l % , 199 7, personally appeared before me Acting
JAMES A.RUSPI 2 , who, being duly sworn, did say that he is the Director - R

Northen Regional Divis‘%n of the Rural Utilities Service, an agency of the United States of America, and
acknowledged to me that, acting under a delegation of authority duly given and evidenced by law and presently in
effect. he executed said instrument as the act and deed of the United States of America for the uses and purposes
therein mentioned. ... . . —_

IN TESTIMONY WHEREOF ! have heretofore sct my hand and official seal the day and year last above . o .

written.
Notary Public : T
. llam A. Frost
(Notarial Scal) Notary m‘uc District of Columbla o
My Commission Expires: April 14, 2001
My commission expires: ] fm s e e msre e .~ e e e e e e
ERM-09-10-000-KY Page 34
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COMMONWEALTH OF VIRGINIA ) :
)88 ,

COUNTY OF FAIRFAX )

U
this @ - day of M ey L1997 before me appeared

"Russe || - , 10.me personally known, who, being by
me duly sworn, did say that he is the ASSISTANT SECRETARY-TREASURER of the National Rural Utilities
Cooperative Finance Corporation, and that the seal affixed to the foregoing instrument is the corporate seal of said
corporation and that said instrument was signed and sealed in behalf of said corporation by authority of its board of .
directors and said ASSISTANT SECRETARY-TREASURER acknowledged said instrument to be the free act and e =
deed of said corporation. . ) . _

it uﬂ .

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

;4‘ /Q e - —

(Notarial Seal)

Ny Comuaisslor Expifes May 31, 193¢

My commission expires: e e e _ . o ‘
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SCHEDULE A; Part One
L. The Maximum Debt Limit referred to in Section 1,01 is $50,000,000.00
2, The state referred to in Section 1.04 is Kentucky.
3. The addresses of the parties referred to in Section 1.05 are as follows:

As to the Mortgagor:

Nolin Rural Electric Cooperative Corporation
612 East Dixie Avenue
Elizabethtown. Kentucky $2701-1094

As to the Mortgagees:

i
"

Rural Utilities Service
United States Department of Agriculture
Washington. DC 20250-1500

EXHIBIT 4
Page 37 of 49

National Rural Utilities _
Cooperative Finance Corporation
2201 Cooperative Way
Herndon, Virginia 20171-3025 -
4, The Original Mortgage as referred to in the first WHEREAS clause above is more particularly described -
as follows:

Instrument Title Instrument Date -
Restated Mortgage and Security Agreement December 20, 1991
Supplement to Restated Mortgage and July 13, 1995 ) -

Security Agreement

ERM-09-10-000-KY", Schedule A Part One

Page 1
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5. The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS clause above
are evidenced by the Original Notes described below: _ '

Loan
Designation  Face Amount

M

N

P

52
U2
'
Wé
X6
Y6
26
AAG6
AB6
AD8
AC6
AEGI
AF61

$

ORIGINAL NOTES issued to the Government!

712.000.00
857.000.00
418.000.00
541,000.00
372.000.00
316.000.00
314.000.00
876,000.00
876,000.00
2.146.000.00
2.049,000.00
1.153.000.00
2.000,000.00
2.360,000,00
3.480,000.00
4.613,000.00

Date

8 Oct 1959
15 Mar 1963
7 Nov 1967
9 Mar 1972
18 Jan 1973
16 Apr 1974
17 Jan 1975

24 Feb 1976 ... .

1 Mar 1977
27 Mar 1978
5 Nov 1980
9 Jun 1983
20 Dec 1991
10 Sep 1992
13 Jul 1995
1 May 1997

—— v e mn s rme s ae mpae

Final
Maturity

9 Oct 1997
16 Mar 2001
7 Nov 2002
9 Mar 2007
18 Jan 2008
16 Apr 2009
17 Jan 2010
24 Feb 2011
1 Mar 2012
27 Mar 2013
5 Nov 2015
9 Jun 2018
31 Dec 2025
10 Sep 2027
13 Jul 2030
1 May 2032

% Rate?

2.00
2.00
2.00
2.00
2.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
v
5.00
v
v

4 M etees . . i a—— s - - . e m—

"Government” as used in this listing refers to the United States of America acting through the
Administrator of the Rural Utilities Service (RUS) or its predecessor agency. the Rural Electrification
Administration (REA). Any Notes which are payable to a third party and which either RUS or REA has
guaranteed as to payment are also described in this listing as being issued to the Government, Such guaranteed
Notes are typically issued to the Federal Financing Bank, an instrumentality of the United States Treasury, and

held by RUS.

2V=variable interest rate calculated by RUS pursuant to title 7 of the Code of Federal Regulations or by

the United States Treasury., Federal Financing Bank.

ERM-09-10-000-KY. Schedule A Part One
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SCHEDULE A; Part Two

The outstanding gecured obligations of the Martgagor refarred to in the fourth WHEREAS clausge above
are evidenced by the Original Notes described below:

QRIGINAL NOTES {ssned to CEC

SiCLom miﬁmg Note Date furity Da
KY 51 C~5001 $135,000.00 o 3.9.72 3907
KXY 51 C-9004 $159,000.00 1-18-73 4-18-08
KY 51 C-9005 $135,000.00 4-16-74 4-16-09
KY 51 C-9008 $135,000.00 117475 1-17-10
KY 51 C-9010 $375,000.00 2-24-76 2-24-11
KY 51 C-9012 $375,000.00 3-1-76 341-12
KY 51 C-8014 $920,000.00 3.27.78 3-27-13
KY 51 C-9019 $924,000.00 11-5-80 11+5418
KY 51 C-9022 $520,000,00 . 6-9-83 6-5-18

substituted by
8-6-87
KY 51 C-9023 $1,031,633.00 . 9-10-62 9-10-27
KY 51 C-9024 $1,492,000.00 T=13+95 7-13-30
KY 51 C-9025 $1,977,000.00 §-1-97 5.1.32

KY51,5CD/Robyn Undorwood/10/09/97
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Schedule B
Property Schedule

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

The recording jurisdictions referred to in Subclause B of Granting Clause First are: the
Countics of Breckinridge, Grayson, Green, Hardin, Hart, LaRue, Meade and Taylor in the Commonwealth
of Kentucky.

The contracts referred to in Subclause C of Granting Clause First include without limitation the

Wholesale Power Contract. dated as of October 1. 1964, between the Mortgagor and East Kentucky Power
Cooperative, Inc, ..

ERM-09-10-000-KY, Schedule B _ - . . .. .
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A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
Stokley lowling and Jessie Bowling, his wife, ard
was recorded on April 16, 1948 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Bogok number 124, on page 520.

A certain tract of. land was deeded on March 10, 1948
to Nolin Rural Electric Copoperative Corporation by
P. B. Milburn and Godsy Milburn, his wife, and was
recorded on April 16, 1948 in the office of the
clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 517.

A certain tract of land was deeded on March 10, 1948
to Nolin Rural Electric Cooperative Corporation by
P. B. Milburn, Godsy Milburn, his wife, Stokley
Bowling and Jessie Bowling, his wife, and was
recorded on April 16, 1948, in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number 124, on page 518.

A certain tract of land was deeded on December 18,
1954 to Nolin Rural Elegtric Cooperative Corporation
by Ree Miller and Ben Miller, her husband, and was
recorded  on December 20, 1954 in the office of the
Clerk of the County Court of Hardin in the state of
Kentucky in Deed Book number,K 145, on page 230.

A certain tract of land was deeded on February 26,
1970 to Nolin Rural Electric Cooperative Corporation
by Wayne G. Overall, Jr., and Nancy J. Overall, his
wife and was recorded on March 4, 1970 in the office
of the Clerk of the County Court of Hardin in the
state of Kentucky in Deed Book number 224, on puges

1 and 2.
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A certain tract of land was deeded on September 26,
1979 to Nolin Rural Electric Cooperative Corporation
by Howard Pierce and. Lorene Pierce, his wife, and
was recorded. on October 1, 1979, in the office of
the Clerk of the.County Court of Harxrdin in the state
of Kentucky in Deed.Book 382 on pages 152 and 153.

A certain tract of. land was deeded on January 11,
1993 .to Nolin Rural Electric Cooperative Corporation
by Teri Foster. Adams and Theresa Marie. Adams, his
wife, and was recorded on January 11, 1993, in the
office of the Clérk of the County Court of Hardin in
the state of Kentucky in Deed Book 751 on pages 709-

712.

A certain tract of land was deeded on April 8, 1993
to Nolin Rural Electric Cqoperative Corporation by
Elizabethtown Industrial Foundation, Inc., a
Kentucky-Non-Profit Corporation, and was recorded on
April 8, 1993, in the office of the Clerk of the
County Court of Hardin in the state_ of Kentucky in
Deed Book 757 on pages 521-523. L.

19
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Schedule C
Excepted Property

None.

ERM-09-10-000-KY’, Schedule €
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' Exhibit A

Manager's Certificate

MANAGER'S CERTIFICATE REQUIRED UNDER MORTGAGE SECTION 2.01 FOR ADDITIONA]L, NOTES

On behalf of ~—{the (Bomrower’,
(Name of Borrower) B ' B
I berebycetifyasfollows: . L. s
L. I am the Manager of the Borrower and have been duly authorized to deliver this ) .
certificate in_connection with.the Additional Note or Notes to be issned on or about - e

pursuant to Section 2,01 of the Mortgage
(Date Note or Notes are to be Signed) . .

dated

.,
s - . . e W g mes v o e - . e e e e e g -

2. No Event of Default has occurred and is continuing under the Mortgage, or any event which with —
the giving of notice or lapse of time or both would become an Event of Defaylt has occurred and .
is continuing,

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

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

additional Notes are issued
5. I have reviewed the certificate of the Independent certified public accountant also being delivered -
to each of the Mortgagees pursuant to Section 2.01 in connection with the aforesaid Additional . ——
Note ar Notes and concur with the conclusions expressed therein. _
6. Capitalized terms that are nsed in this certificate but are not defined herein have the meanings ..
defined in the Mortgage. - -
Signed ——t @ e Dale LTAL AN .. o lr 7 % B -, . 8 3w tey epes ommmame.
Name v Ry (18 e s mew AN BER st ay e e AW i TR
Title T AL el Altail AR B ks s o vt b a2 fe e L B W% Tk 4T CERERT.

ERM-09-10-000-KY", Exhibit A
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Exhibit B

Form of Supplemental Mortgage

wur s ™ e WA LG MY T - el .2 -~ - - e del RIS

Supplemental Mortgage and Security Agreement, dated as of , (hereinafter

ML ..

sometimes called this "Supplemental Mortgage") is made by and among . . . . -_"_:
e TS alled he “Morigagor)a T
corporation existing under the laws of the State of - Jandthe UNITED' . v T
STATES OF AMERICA acting by and through the Administrator of the Rural Utilities -
Service (hereinafter called the "Government”), . i e g e _;w
(Supplemental Lender) (hereinafier called »a existing
under the Jaws of . and intended to confer rights and benefits on both the Goyernment " T
and e URL

an > en Y -t dalil Lif g e . - A
in accordance with this ¢ Sﬁﬁfé‘m&tal Mortgage dnd the

e e e e e Wl el ae

Original Morigage (hereinafter defined) (the Government and (he Supplemental Lendeérs being hereinafier
sometimes collectively referred 1o as the "Mortgagees"). _ .

Recitals

Whereas, the Mortgagor, the Government and e N
are parties to that ccrtain Restated Mortgage and Security Agreement (the "Original Mortgage" as identified in -

Schedule "A" of this Supplemental Mortgage) originally entered into between the Mortgagor, the Government
acting by and through the Administrator of the Rural Utilities Service (hereinafier called "RUS"), and
—and

o A o T o BdROEE dhde st . B ME 4 TR e & . .. L Tl S,

Whereas. the Original Mortgage as the same may have been previously supplemented. amended .

or restated is herejnafier referred to as the “Existing Mortgage”; and _ . B
Whereas, the Mortgagor deems it necessary to borrow money for its corporate purposes and to

issue its promissory notes and other debt obligations therefor, and to_mortgage and pledge its property hereinafier

described or mentioned to secure the payment of the same, and to enter into this Supplemental Mortgage pursuant

to which all secured debt of the Mortgagor hereunder shall be secured on parity, and to add -

as a Morigagee and secured party hereunder and under the Existing Mortgage (the

Supplemental Mortgage and the Existing Mortgage, hereinafter sometimes collectively referred to the "Morigage"y; ™~ ~

and ’

Whereas, all of the Mortgagor's Outstanding Notes listed in Schedule "A" hereto is secured pari
passu by the Existing Mortgage for the benefit of all of the Mortgagees under the Existing Mortgage, and

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

Whereas. by their execution and delivery of this Supplemental Mortgage the parties hereto do
hereby secure the Additional Notes listed in Schedule "A" pari passu with the Quistanding Notes ynder the
Existing Mortgage {and do hereby add as,a Mortgagee and a secured party under the Existing
Mortgage}: and

ERM-09-10-000-KY", Eshibit B. page 1




. . ... EXHIBIT 4

" Page 47 of 49
sook 199 meed63

. Whereas, all acts necessary 1o make this Supplemental Mortgage a valid and binding legal
instrument for the security of such notes and related obligations under the terms of the Mortgage, have been in all
respects duly authorized: .. .o .. . e ; . —

Now, Therefore, This Supplemental Mortgage Witnesseth: That to secure the payment of the
principal of (and premium. if any) and interest on all Notes issued hereunder according to their tenor and effect,
and the performance of all provisions therein and herein contained, and in consideration of the covenants herein —
contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the Mortgagor has
mortgaged, pledged and granted a continuing security interest in, and by these presents does hereby grant. bargain,
sell, alienate. remise, release, convey, assign, transfer, hypothecate. pledge. set over and confirm, pledge and grant
a continuing security interest in for the purposes hereinafier expressed. unto the Mortgagees all property, rights,
privileges and franchises of the Mortgagor of every kind and description. real. personal or mixed, tangible and
intangible, of the kind or nature specifically mentioned herein or any other kind or nature, except any Excepted
Property set forth on Schedule "C" bereof owped or hereafier acquired by the Mortgagor (by purchase. B o
consolidation, merger, donation, construction, erection or in any other way) wherever lacated, including (w: ithout . S
limitation) all and singular the following:

A, all of those fee and leasehold interests in real property set forth in Schedule "B" hereto, subject in
each case to those matters set forth in such Schedule; and . - —_— ——
B. all of those fee and leaschold interests in real property set forth in Schedule "B" of the Existing -

Mortgage or in any restatement, amendment or supplement thereto, subject in each case to those
matters set forth in such Schedule; and

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

. 1t is Further Agreed and Covenanted That the Original Mortgage, as Jre\qousl)' restated,
amended or supplemented, and this Supplement shall constitute one agreement and the parties hercto shall be

bound by all of the terms thereof and, without limiting the foregoing. ..~ _  _  _ __ . _ __ . . . ____

I All capitalized terms not defined herein shall have the meaning given in Article I of the Existing N
Mortgage. . =
2. This Supplemental Morigage is one of the Supplemental Mortgages contemplated by Article II of
the Original Mortgage.
3. The Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" hereto. _
In Witness Whereof, as Mortgagor, _ _ .
[ACKNOWLEDGMENTS] o ) oo : .

ERM-09-10-000-KY', Exhibit B, page 2
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Supplemental Mortgage Schedule A

Maximum Debt Limit and Other Information

1. The Maximum Debt Limit is $ -

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

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

4, The Additional Notes described in the sixth WHEREAS clanse above are more particularly
described as follows: ] . .

ERM-09-10-000-KY'. kxhibit B, page 3
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Supplemental Mortgage Schedule B

Property Schedule

The fee and leaschold interests in real property referred to in clausc A of the granting clause
are more particularly described as follows:
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