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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
THIRD DATA REQUEST RESPONSES

COMMISSION STAFFE’S THIRD DATA REQUEST DATED 05/01/07

REQUEST 54

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.

Request 54. Refer to the response to the Staffs First Request, Item 41, page 3 of

3, Conceming the Propane Gas Program:
a. Provide copies of the loan documentation related to the

propane gas program loans.

b. Did EKPC seek and secure the Commuission’s approval to

make these loans?

(1) If yes, indicate the case number of the application seeking

approval to make the loans.

(2) Ifno, explain why Commission approval was not sought,

pursuant to KRS 278.300.
Response 54. a. Copies of the loan documents are attached.

b. (1). No, EKPC did not seek and secure the Commission's
approval to make these loans
(2) A utility, without PSC approval, cannot borrow money or
guarantee the debt of another. There is no requirement to seek PSC approval to make a

loan, so consequently, no approval was sought by EKPC.
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LOAN AGREEMENT

This is a Loan Agree'ment (this "Agreement") dated as of the 30th day of June, 2000, by
and between '

EAST KENTUCKY POWER COOPERATIVE, INC.
P.O. Box 707 ‘
Winchester, Kentucky 40392 (the "Lender");

CLARK ENERGY SERVICES CORPORATION
P.O. Box 748
Winchester, Kentucky 40392 (the "Borrower"),

and

- CLARK ENERGY PROPANE PLUS LLC
P.O.Box 4117
Winchester, Kentucky 40392 (the “Guarantor™)

. RECITAL

This Agreement is being entered into to provide for a loan in the principal amount of
Eight Hundred Thirteen Thousand Seven Hundred Eighty-Three Dollars ($813,783.00), which
loan is to be used to enable the Borrower to acquire the outstanding fifty percent (50%)
membership interest in the Guarantor currently held by Thermogas Energy L.L.C. (Borrower
already owning a fifty percent (50%) membership interest in the Guarantor), to provide the
Borrower and Guarantor with operating capital and for such other purposes as Lender may
permit.

NOW, THEREFORE, the Borrower, the Guarantor and the Lender agree as follows:

Section 1

Pefinitions

As used in this Agreement, the following terms shall have the following meanings and
the meanings assigned to them shall be equally applicable to both the singular and plural forms
of the terms defined:

~"Loan Documents” shall mean, collectively, this Agreement and all agreements,
documents, and instruments to be executed by the Borrower or the Guarantor which relate to this
Agreement, including, but not limited to, the Note and the Security Instruments.

"Collateral” shall mean the property liened, pledged or encumbered by the lLoan
Documents.
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"Dividend" shall mean any amount declared or paid, or set apart by the Borrower for the
purpose of payment of, (a) any dividend or other distribution on or in respect of any shares of
any class of the Borrower's capital stock, or (b)the purchase, retirement, reacquisition or
- redemption of any shares of any class of the Borrower's capital stock, or (c) any distribution by
way of reduction of capital, or (d) any other distribution on or in respect of any shares of any
class of the Borrower's capital stock.

"Event of Default” shall mean any one of the occurrences which are Events of Default
under Section VHI of this Agreement. ‘

 “Generally Accepted Accounting Principles” shall mean those principles of accounting
set forth in pronouncements of the Financial Accounting Standards Board, the American Institute
of Certified Public Accountants, as such principles are from time to time supplemented and
amended. ‘

"Indebtedness" shall mean all obligatidns, contingent or otherwise, which, in accordance -
with Generally Accepted Accounting Principles shall be classified on the obligor's balance sheet
as Habilities.

"Index Rate" shall have the meaning set forth in Section 3.01.

"Loan" shall mean the loan made by the Lender to the Borrower in the principal amount
of Eight Hundred Thirteen Thousand Seven Hundred Eighty-Three Dollars ($813,783.00).

“Maturity Date” shall mean June 30, 2015.

"Note" shall mean the promissory note of Borrower dated June 30, 2000, evidencing the
obligation of Borrower to repay the loan, and any note delivered in renewal, replacement,
substitution, extension or novation thereof.

"Person" shall mean any individual, partnership, association, trust, corporation or other
entity.

"Security Instruments” shall mean all of the instruments, documents and agreements
referred to in Section 4.01.

"Uniform Commercial Code" shall mean the Uniform Commercial Code as in effect in
the Commonwealth of Kentucky.

"Unmatured Default" shall mean the happening of any material breach under this
Agreement, including but not limited to failure to pay any installment of principal or interest of
the Note when due, or a breach of the financial covenants under this Agreement, or other similar
material breach the happening of which, together with the giving of any required notice or the
passage of any required period of time, would constitute an Event of Default.
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Section 2
The Loan
Lender establishes a Loan in favor of Borrower as follows:
2.01 Amount. Subject to Section 5.02 of this Agreement, the principal amount‘ of the

‘Loan shall be Fight Hundred Thirteen Thousand Seven Hundred Eighty-Three Dollars
($813,783.00). '

2.02 Term. The Loan shall become effective as of the date hereof. Unless the Loan is
sooner terminated as provided in this Agreement, the Loan shall continue in effect until the close
of business on June 30, 2015.

Section 3

Payments of the L.oan

3.01 Interest Rate. The unpaid principal balance of the Loan shall bear interest at an
annual rate equal to the Index Rate minus one-half of one percent (.50%). “Index Rate” shall
mean “Prime Rate” as published in the “Money-Rates” section of The Wall Street Journal. The
Index Rate shall be adjusted annually on each anniversary of the Loan. The Index Rate as of the
date hereof is nine and one half percent (9.5%).

3.02 Principal and Interest Payments. Borrower shall make sixty (60) monthly
payments of interest only on this Loan commencing on August 1, 2000 and continuing on the
first (1*) day of each month and every month thereafter. Borrower shall make monthly payments
of principal and interest on this Loan, beginning on August 1, 2005, and continuing on the 1st
day of each and every month thereafter; until the outstanding principal balance of this Loan, and
all accrued interest, shall be paid in full; provided however that all outstanding principal and
accrued interest shall be due and payable in full on the maturity date.

3.03  Prepayments of Note. Borrower shall have the right at any time, and from time to
time, without penalty or premium to prepay the Note in whole or in part. All prepayments made
with respect to the Note shall be applied first to penalties, if any, owed by the Borrower to the
Lender, second, to accrued but unpaid interest with respect to the Note, then to instaliments of
principal under the Note in the reverse order of their maturity.

3.04 Late Charge and Default Rate of Interest. If any payment due under the Note is
not received by Lender within ten (10) days of the date it is due, then a late charge of five
percent (5.00%) of the amount of the overdue payment may be charged by the holder of the
Note. Upon maturity, whether by acceleration or otherwise, or upon the occurrence of an Event
of Default hereunder, in addition to any and all other remedies to which the holder may be
entitled, the applicable rate of interest on the Note shall be increased to five percent (5.00%) per
annum in excess of the Index Rate.
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Section 4

Security for the Loan

401 Security for the Loan. The Note and the Loan evidenced thereby is and shall be
sécured by and entitled to the benefits of the following:

(a) Leasehold Mortgage. The Loan shall be secured by a morigage on two (2)
leasehold properties located in Clark County, Kentucky, as more particularly described on
Exhibit “A™ attached hereto and made a part hereto, pursuant to a Leasehold Mortgage and
Security Agreement dated June 30, 2000, between Clark Energy Propane Plus LLC and the

Lender (the “Leasehold Mortgage™).

(b) Security Agreement. The Loan shall be secured by a security interest in
all- of Guarantor’s right, title and interest in and to the following property (the “Security
Agreement”):

@) all accounts and accounts receivable, whether now existing or
hereafter arising; .

(i1)  all inventory, whether now owned or hereafter acquired,;

(iii) all equipment, machinery, furniture, fixtures, supplies, raw
materials, work in progress, and motor vehicles, whether now owned or hereafter acquired;

(iv} all general intangibles, deposit accounts, letters of credit,
instruments, contract rights, tax refunds, and insurance proceeds;

(v) all goods, instruments, documents of title, policies and certificates
of insurance, securities, membership interests, chattel paper, deposits, cash or other property
owned by the Guarantor or in which it has an interest.

(vi)  All accessories, attachments, parts, accessions and repairs, and all
substitntions, replacements and additions thereto and all proceeds (mcludmg insurance proceeds)
and products therefrom; and

(vil) Lender’s security interest shall specifically include Guarantor’s
interest in and the right to obtain from the Guarantor all the physical media on which records of
accounts or accounts receivable are kept, including but not limited to: optical disk, software and
operating systems necessary to render electronically encoded material meaningful, microfiche
and microfilm and any and all hardware and equipment necessary for the reading of or to render
meaningful the physical media on which records are kept.

{(c) Pledge Agreement. The Loan shall be secured by a pledge of and security
interest in one hundred percent (100%) of the membership interests of the Guarantor (which are

4
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wholly owned by Borrower) pursuant to a Pledge Agreement dated June 30, 2000, among the
Borrower, Guarantor and the Lender (the “Pledge Agreement”).

(d)  Guaranty. The Loan shall be secured by the guaranty of the Guarantor
pursuant to a Guaranty dated June 30, 2000, executed by the Guarantor (the “Guaranty”).

(e) Right of Offset. The Loan shall be secured by the right of offset provided
in Section 9.01 of this Agreement.

Section 5

Conditions Precedent

5.01 Conditions Precedent to the Loan. The Lender's obligation to provide the
Borrower with the Loan shall be conditioned upon the fulfiliment of all the following conditions:

(a) Borrower and Guarantor Resolutions. Borrower and Guarantor shall have
each furnished Lender with (i) certified copies of their Articles of Incorporation or Articles of
Organization (as applicable) and Bylaws and all amendments thereto, (ii} certificates from the
Secretary of State of the Commonwealth of Kentucky that Borrower and Guarantor are in good
standing, and (iii) a corporate or limited liability company resolution (as applicable) signed by
the directors of Borrower and the managers of the Guarantor in form and substance satisfactory
to Lender and its attomeys (A) authorizing the execution of this Agreement, the other Loan
Documents to which each is a party, and (B) authorizing consummation of the transactions
contemplated by this Agreement.

(b)  Certificates of Incumbency. The Borrower and the Guarantor shall have
furnished the Lender with a certificate of its secretary certifying the names of the officers of the
Borrower and the Guarantor authorized to sign the Loan Documents, together with the true
signatures of such officers.

{c) Executed. Agreements. Borrower shall have delivered to Lender the
following documents, in form and substance satisfactory to Lender and its attorneys, duly exe-
cuted by Borrower and/or each Guarantor:

(1) this Agreement;

(i)  the Note;

(i)  the Leasehold Mortgage;
(iv)  the Security Agreement;
(v) the Pledge Agreement; and

(vi)  such financing statements or other documents for filing with public
officials with respect to the Security Agreement as the Lender may request.
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(d)  Representations and Warranties. Each and every representation and
warranty made by or on behalf of the Borrower at the time of or after the execution of this
Agreement relating to the Loan Documents or the transactions contemplated thereby shall be
true, complete and correct on and as of the date such Loan is to be made.

(¢)  No Defaults. There shall exist no Event of Default or Unmatured Default
“which has not been cured to the Lender's satisfaction.

83) No Change in Condition. No material adverse change shall have occurred
in the condition, financial or otherwise, of the Borrower or the Guarantor from that existing on
June 30, 2000.

(g)  Recordings and Filings. All financing statements or other instruments as
the Lender may reasonably request have been executed and delivered by the Borrower and filed
or recorded in such public offices as the Lender may request to perfect and maintain the
perfection of the security interests which secure the Loan.

(h)  Insurance. Evidence of the insurance coverage specified in Section 6.01
shall have been submitted to and approved by Lender. '

(i) Other Documents. Borrower shall have delivered to Lender any other
documents, in form and substance satisfactory to Lender and its attorneys, that Lender or its
attorneys may reasonably request in order to further protect the security of Lender or evidence
compliance by Borrower with the Loan Documents.

Section 6

General Covenants

During the term of this Agreement, the Borrower and the Guarantor (as applicable) shall
comply with all of the following provisions:

6.01 Insurance. The Guarantor will at all times keep its insurable properties insured to
such extent and against such risks, including, without limitation, casualty insurance, public
liability insurance, worker’s compensation and other insurance required by law, as customary
with companies of comparable size in the same or similar business, unless higher limits or other
types of coverage are reasonably required in writing by the Lender. With regard to the assets
constituting the Collateral for this Loan, the Guarantor will deliver to the Lender certificates of
each insurer (or such other evidence as may be satisfactory to the Lender) indicating that the
Lender is loss payee or additional insured (long form) regarding such insurance (or additional
insured as to liability insurance). Each such policy will require and the certificates will state, that
no such policy will be terminated without at least thirty (30) days prior written notice having
been delivered to the Lender.

6.02  Taxes and Other Payment Obligations. The Borrower and Guarantor will comply
with or contest in good faith all statutes and governmental regulations and pay all taxes,
assessments, governmental charges, claims for labor, supplies, rent and any other obligation

6
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which, if unpaid, might become a lien against any of its respective properties except liens for
taxes not yet due and payable and liabilities being contested in good faith with due diligence and
against which reserves satisfactory to the Lender have been established; provided, however, that
the Borrower and Guarantor shall immediately pay or otherwise satisfy any such tax assessment,
government charge, claims for labor, supplies, rent or any other obligation upon commencement
of proceedings to foreclose on any lien securing such taxes, charges or claims. '

6.03 Financial Statements. The Borrower and the Guarantor will provide to the
Lender:

(a) Annual Statements. Within one hundred eighty (180) days after the close
of each fiscal year financial reports of the Borrower and the Guarantor as of the end of such
fiscal year and the notes thereto, and the related statements of income and retained earnings and
the notes thereto, and a statement of changes in financial position for such fiscal year, setting
forth in each case comparative financial statements for the corresponding period in the preceding
year, all prepared in accordance with Generally Accepted Accounting Principles applied on a
consistent basis;

(b)  Quarterly Statements. Within forty-five (45) days after the close of each
fiscal quarter of each year (except for the fourth and final quarter which may be delivered in one
hundred eight (180) days a balance sheet and profit and loss statement of the Borrower and the
Guarantor certified by an officer of each of the Borrower and the Guarantor to be correct and
accurate, and setting forth in comparative form the corresponding amounts for the corresponding
period during the preceding fiscal year; '

(¢c)  Tax Returns. Borrower and Guarantor shall furnish to Lender a copy of
Borrower’s and Guarantor’s federal income tax return and/or K-1 within twenty (20) days after
filing.

(d)  Other. Such other information respecting the financial condition and
operations of the Borrower and Guarantor as the Lender may from time to time reasonably
request.

6.04 [INTENTIONALLY LEFT BLANK].

6.05 Other Reports. Additionally, the Borrower and the Guarantor agree that they will
(i) promptly upon receipt thereof, deliver to the Lender any report submitted to the Borrower or
the Guarantor by independent accountants in connection with any annual, interim or special audit
made by them of the books of the Borrower or the Guarantor; (ii) upon becoming available,
promptly deliver to the Lender a copy of all financial statements, reports, notices and proxy
statements sent to stockholders, and a copy of all regular, periodic and special reports filed with
any securities exchange or with the Securities and Exchange Commission or any governmental
authority succeeding to any or all of the functions of such Commission; and (iii) promptly, from
time to time, furnish to the Lender, such other information regarding its operations, business
affairs and financial condition as the Lender may reasonably request. The Lender is hereby
authorized to deliver a copy of any financial statement made available by the Borrower or the
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Guarantor to any regulatory authority having jurisdiction over the recipient of such financial
statement. :

6.06 Financial Records. The Borrower and the Guarantor shall maintain standard
modern systems of accounting in which full, true and correct entries shall be made of all dealings
or transactions in relation to its business and affairs in accordance with Generally Acceptable
Accounting Principles applied on a basis consistent with prior years and, without limitation,
making appropriate accruals for estimated contingent losses and liabilities.

6.07 Inspection. The Borrower and the Guarantor will permit any officer of the Lender
designated in writing by the Lender, to visit and inspect any of their properties, corporate books
-and financial records at such times as the Lender may reasonably request upon reasonable notice
and during ordinary business hours.

6.08 Accountants Review. Upon the written request of the Lender, the Borrower and
the Guarantor will authorize any officer of the Lender to discuss their financial statements and
financial affairs at any time from time to time with the Borrower's or the Guarantor’s accountants
upon reasonable notice and during ordinary business hours.

6.09 Notice Requirements.

(a) Default. The Borrower will deliver to the Lender forthwith, upon any
officer's obtaining knowledge of an Event of Default under this Agreement or an event of default
under any of the Loan Documents or an event which would constitute such an event of default
but for the requirement that notice be given or time elapse or both, a certificate of the chief
executive officer, chief financial officer or treasurer of the Borrower specifying the nature and
period of existence thereof and what action the Borrower proposes to take with respect thereto.

(b}  Other Notices. The Borrower will notify the Lender in writing within five
(5) business days of the occurrence of any of the following with respect to the Borrower or the
Guarantor:

(1) the pendency or commencement of any material action, suit or
proceeding at law or in equity; '

(2)  any event or condition which shall constitute an event of default
under any other agreement for borrowed money;

3 any levy of an attachment, execution or other process against its
assets; and

(4) any material change in any existing agreement or contract which
may adversely affect its business or affairs, financial or otherwise.

6.10 Note and Security Instruments. The Borrower shall pay the Note in accordance
with its terms, covenants and conditions, and the Borrower and the Guarantor shall comply with
the terms, covenants and conditions of the Security Instruments.

8
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6.11 Compliance with Law. The Borrower and the Guarantor shall comply in all
material respects with (i) all valid and applicable statutes, rules and regulations of the United
States of America, of the States thereof and their counties, municipalities and other subdivisions
and of any other jurisdiction applicable to them; (ii) the orders, judgments and decrees of all
courts or administrative agencies with jurisdiction over them; or its business; and (ii1) the
‘provisions of licenses issued to the Borrower or the Guarantor except where compliance
therewith shall be currently contested in good faith by appropriate proceedings, timely instituted,
which shall operate to stay any order with respect to such non-compliance.

6.12  Subordination.

(a) Subordination. Until all indebtedness of Borrower to Lender is fully paid,
and all terms, covenants and conditions of this Agreement and the Security Instruments are
complied with by Borrower, the Guarantor agrees that at all times from and after the date it
receives any notice either of an Event of Default by Borrower under this Agreement or of any
condition or event which would be an Unmatured Default under this Agreement or the Security
Instruments, the Guarantor shall not ask, demand, sue for, take or receive from. Borrower, by
set-off or in any other manner, all or any part of any monies, principal or interest thereon, now or
hereafter owing by Borrower to it, nor any security therefor, unless and until that Guarantor
receives notice from Lender that such Event of Default or Unmatured Default is waived or cured.

(b) Distribution of the Assets of Borrower. The Guarantor agrees that in the
event of (i)any distribution, division or application, partial or complete, voluntary or
involuntary, by operation of law or otherwise, of all or any part of the assets of the Borrower, the
proceeds thereof to creditors of the Borrower or upon any indebtedness of the Borrower which
are collateral under this Loan, by reason of the liquidation, dissolution or other winding up of
Borrower or its business, or (ii) any sale, receivership, insolvency or bankruptcy proceeding, or
any assignment for the benefit of creditors, or any proceeding by or against the Borrower for any
relief under any bankruptcy or insolvency law relating to the relief of debtors, readjustment of
indebtedness, reorganization, composition or extension; then and in any such event, any payment
or distribution of any kind or character, either in cash, securities or other property, which shall be
payable or deliverable upon or with respect to any or all indebtedness of Borrower to Guarantor,
shall be paid or delivered directly to Lender for application on the Loan due or not due, until the
indebtedness of Borrower to Lender is fully paid and all provisions of this Agreement are sat-
isfied or secured. In either such event, Guarantor irrevocably authorizes and empowers Lender
to demand, sue for, collect and receive every such payment or distribution, give acquittance
therefor and to file claims and take such other proceedings in the name of Lender, in the name of
the Guarantor or otherwise, as Lender may deem necessary or advisable for the enforcement of
this Agreement. The Guarantor shall execute and deliver to Lender such powers of attorney,
assignments or other instruments as may be requested by Lender in order to enable Lender to
enforce any and all claims upon or with respect to any or all indebtedness of Borrower to
Guarantor, and to collect and receive any and all payments or distributions which may be
payable or deliverable at any time upon or with respect to any such indebtedness of Borrower to
Guarantor.

(c) Payments Received from Borrower. Should any payment, distribution,
security or proceeds thereof be received by any Guarantor upon or with respect to any

9
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indebtedness of Borrower to Guarantor after the date Guarantor receives notice of an Event of
Default by Borrower under this Agreement or an event or condition which could result in an
Unmatured Default under this Agreement or the Security Instruments, then Guarantor shall forth-
with deliver the same to Lender in precisely the form received (except for endorsement or
assignment where necessary), for application under this Agreement or the Security Instruments,
and, until so delivered, the same shall be held in trust by Guarantor as property of Lender. In the
event that Guarantor fails to make any such endorsement or assignment, then Lender, its officers
or employees on its behalf, are irrevocably authorized to make the same.

(d)  Limitation on Assignment. The Guarantor shall not assign or transfer
voluntarily or by operation of law to others any claim they possess or may possess against
Borrower while any of the indebtedness of Borrower to Lender remains unpaid, unless such
assignment or transfer is made expressly subject to this Agreement.

(e) Notice of Subordination. All notes or other evidences of indebtedness
accepted by any Guarantor from Borrower shall contain a specific statement therein that the
indebtedness thereby evidenced is subject to the terms, covenants and conditions of this
Agreement.

6.13  Liens. Except for security interests granted by the Borrower and the Guarantor to
the Lender contemporaneously with the execution of this Agreement, liens permitted in this
Agreement, and liens created in the Security Instruments, the Borrower and Guarantor shall not
(i) create or incur or suffer to be created or incurred or to exist any encumbrance, mortgage,
pledge, lien, charge, restriction or other security interest of any kind upon any of the Collateral,
whether owned or held on the date of this Agreement or acquired thereafter, or upon the income
or profits therefrom, or (i1) transfer any snch Collateral or the income or profits therefrom for the
purpose of subjecting the same to payment of indebtedness or performance of any other obli-
gation except payments made in accordance with this Agreement or payments made to the
Lender in accordance with the terms and provisions of this Agreement, or (iii) acquire, or agree
or have an option to acquire, any Collateral upon conditional sale or other title retention or pur-
chase money security agreement, device or arrangement, or (iv) sell or transfer, assign, or pledge
any Collateral, with or without recourse. The Borrower and Guarantor may incur or create, or
suffer to be incurred or created or to exist, the following liens without violating the provisions of
this Section 6.13:

(a) Statutory liens to secure claims for labor, material or supplies to the extent
that payment thereof shall not at the time be required to be made in accordance with this
Agreement.

(b)  Deposits or pledges made in connection with, or to secure payment of,
workers' compensation, unemployment insurance, old age pensions or other social security, or in
connection with contests, to the extent that payment thereof shall not at that time be required to
be made in accordance with of this Agreement.

©) Statutory liens for taxes or assessments or governmental charges or levies
if payment shall not at the time be required to be made in accordance with this Agreement.

10



PSC Request 54(a)
Attachment
Page 11 of 92

(d)  Purchase money liens or security interests with respect to property
acquired by the Borrower or the Guarantor with the Lender's prior written consent, which shall
not be unreasonably withheld.

(e) Statutory liens (and contractual liens that provide to the secured party no
greater rights than equivalent statutory liens) to secure payment of rent or lease payments with
respect to leases of real property to the extent that such payments shall not at the time be required
to be made in accordance with this Agreement. |

6.14  Limited Liability Company Existence and Good Standing. The Borrower and the
Guarantor shall preserve their corporate/limited liability company existences in good standing
and shall be and remain qualified to do business and in good standing in all states and countries
in which they are required to be so qualified.

6.15  Articles of Incorporation and Bylaws. Without the Lender’s prior written consent,
which shall not be withheld or delayed unreasonably, the Borrower and the Guarantor shall not
make any changes in or amendments to their articles of incorporation or articles of organization.

6.16 Dividends. Without the prior written consent of the Lender, the Borrower and
Guarantor shall not declare and pay, or set apart any sum for the purpose of payment of, any
Dividend.

6.17 Mergers, Sales, Transfers and Other Dispositions of Assets. Without the Lender's
prior written consent, which shall not be unreasonably withheld or delayed, the Borrower and
Guarantor shall not:

(a) Be a party to any consolidation or merger;

® Sell or otherwise transfer any material part of their assefs;

(¢)  Purchase all or a substantial part of the capital stock or assets of any
corporation or other business enterprise;

(d)  Effect any change in their capital structure;

(e) Sell, assign, or otherwise dispose of, with or without recourse, settle or
compromise any of their accounts receivable or notes receivable or other intangibles, except the
endorsement of negotiable instruments for the purpose of collection in the ordmary course of
business and as permitted in the Loan Documents; or

4y Liquidate or dissolve or take any action with a view toward liquidation or
dissolution.

6.18 Loans. The Borrower and Guarantor shall not make any loan or advance any
funds whatsoever to any business, entity, party or individual.

1
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Section 7
Representations and Warranties

To induce the Lender to enter into this Agreement and to make the Loan, the Borrower
and Guarantor, respectively represent and warrant to the Lender as follows:

701 Corporate Organization and Existence. The Borrower is a corporation duly
organized, validly existing, and in good standing under the laws of the Commonwealth of
Kentucky. The Borrower has all necessary power and authority to carry on its business
conducted on the date of this Agreement. The Borrower is qualified to do business as a foreign
corporation, and is in good standing, in all states and in all foreign countries in which it owns any
property or carries on substantial activities or is otherwise required to be so qualified, and is duly
authorized, qualified and licensed under all laws, regulations, ordinances or orders of public
authorities {o carry on ifs business in the places and in the manner conducted on the date of this
Agreement.

7.02 Corporate Organization and Existence. 'The Guarantor is a limited liability
company duly organized, validly existing, and in good standing under the laws of the
Commonwealth of Kentucky. The Guarantor has all necessary power and authority to carry on
its business conducted on the date of this Agreement.

7.03 Right to Act. No registration with or consent or approval of any governmental
agency of any kind is required for the execution, delivery, performance and enforceability of the
Loan Documents. The Borrower and Guarantor have full power and authority, corporate and
otherwise, to execute, deliver and perform the Loan Documents.

7.04 No Conflicts. The Borrower and the Guarantor’s execution, delivery and
performance of the Loan Documents does not, and will not, (a) violate any existing provision of
(i) the articles of incorporation or bylaws of the Borrower, (i11) the Operating Agreement of the
Guarantor, or (iii) any law, rule, regulation, or judgment, order or decree applicable to the
Borrower and Guarantor or (b) otherwise constitute a default, or result in the mmposition of any
lien under (1) any existing contract or other obligation binding upon the Borrower and Guarantor
or their property, with or without the passage of time or the giving of notice or both; (2) any law,
rule or regulation applicable to the Borrower and the Guarantor or their business; or (3) any
judgment, order or decree of any court or administrative agency applicable to the Borrower and
the Guarantor and their business.

7.05  Authorization. The execution, delivery and performance by the Borrower and the
Guarantor of the Loan Documents has been duly authorized, and the Loan Documents have been
duly executed and delivered and constitute legal, valid and binding obligations enforceable
against the Borrower and the Guarantor, respectively.

12
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7.06 Litigation and Taxes.

(a)  There is no litigation, at law or in equity, or any proceeding before any
federal, state or municipal court, board or other governmental or administrative agency pending,
or to the knowledge of the Borrower or Guarantor, threatened which is likely to involve any
material judgment or liability against the Borrower or Guarantor or which might otherwise result
in any material adverse change in the Borrower and Guarantor’s business, assets or condition,
financial or otherwise. No judgment, decree or order of any federal, state or municipal court,
board or other governmental or administrative agency has been issued against the Borrower or
Guarantor or any of their assets which has, or might have, a material adverse effect on the
Borrower and Guarantor’s business, assets or condition, financial or otherwise.

(b) - The Borrower and Guarantor have filed all tax returns which are required
to be filed and have paid, or made adequate provision for the payment of, all taxes which have or
may become due pursuant to such returns or pursuant to assessments received. The Borrower
and Guarantor know of no material additional assessments for which adequate reserves have not
been established, and the Borrower and Guarantor have made adequate provision for all current
taxes.

7.07 Compliance with Contractual Obligations, Laws and Judgments.

(a) The Borrower and Guarantor are not in default in the payment,
performance, observance or fulfillment of any of the material obligations, covenants or
conditions contained in any lease, indenture, mortgage, deed of trust, promissory note, agreement
or undertaking to which they are a party or by which its assets are bound.

(b) The Borrower and Guarantor have not violated any applicable statute,
regulation or ordinance of the United States of America or of any state, municipality or any other
subdivision, jurisdiction or agency thereof, in any respect materially and adversely affecting the
Borrower's and Guarantor’s business, property, assets, operations or conditions, financial or
otherwise.

(¢)  The Bormrower and Guarantor are not in default with respect to any
judgment, order, writ, injunction, decree or demand of any court, arbitrator or governmental
agency or body.

7.08 Trademarks and Permits. The Borrower and Guarantor possess adequate licenses,
patents, copyrights, trademarks and trade names to conduct their businesses as now conducted.
Neither the Borrower, the Guarantor nor any of their officers, directors or employees have
received notice or has knowledge of any claim that the Borrower or Guarantor have violated any
other person's license, patent, copyright, trademark or trade name, or that the Borrower's and
Guarantor’s licenses, patents, copyrights, trademarks or trade names are currently being
infringed. The Borrower and Guarantor have all governmental permits, certificates, consents and
franchises necessary to carry on their businesses as now conducted and to own or lease and
operate their properties as now owned, leased or operated. All such governmental permits,
certificates, consents and franchises are valid, and in effect, and the Borrower and Guarantor are
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not in violation thereof, and none of them contains any term, provision, condition or limitation
more burdensome than generally applicable to persons engaged in the same or similar business.

7.09 Disclosure. Neither this Agreement, nor any agreement, document, certificate or
statement furnished to the Lender by or on behalf of the Borrower and Guarantor in connection
with the transactions contemplated by this Agreement contains any unfrue statement of any
material fact or omits to state any material fact necessary to make the statements contained
herein or therein not misleading. There is no fact known to the Borrower which materially and
adversely affects, or in the future is likely to materially and adversely affect, the Borrower's or
the Parent's business, operations, affairs or condition, financial or otherwise, which has not been
disclosed to the Lender.

Section 8

Events of Default

The occurrence of any one or more of the following shall constitute an Event of Default
under this Agreement (an "Event of Default"):

8.01 Failure to Pay. If Borrower fails to pay in full when due any installment of
principal of the Note or interest thereon. '

802 No Notice Required. If Borrower or Guarantor fail to observe, perform or comply
with any term, obligation, covenant, agreement, condition or other provision contained in
Sections 6.01, 6.16, 6.17, and 6.18 of this Agreement.

8.03 Notice Required: Period to Cure. If Borrower or Guarantor fail to observe,
perform or comply with any term, obligation, covenant, agreement, condition or other provision
contained or referred to in this Agreement (other than those referred to in Section 8.02 hereof),
and such failure is not fully cured within thirty (30) days after Lender gives written notice
thereof to Borrower and Guarantor. '

8.04 Falsity of Representation or Warranty. If any representation or warranty or other
statement of fact contained in any of the Loan Documents or in any writing, certificate, report or
statement at any time furnished the Lender by or on behalf of the Borrower or Guarantor
pursuant to or in connection with this Agreement or the Loan shall have been false or misleading
in any material respect or which shall omit a material fact, whether or not made with knowledge,
at the time it was made.

- 8.05 Judgments. If a final judgment or judgments for the payment of money in excess
of the sum of Fifty Thousand Dollars (850,000.00) in the aggregate, or with respect to property
with a value in excess of such amount, shall be rendered against the Borrower or the Guarantor
and such judgment(s) remains unsatisfied and not covered by insurance or not bonded to the
satisfaction of Lender for a period of 30 consecutive days after the entry thereof and within that
30-day period is (a) stayed pending appeal, or (b) discharged.
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8.06 Adverse Financial Change. If there should be any material adverse change in the
financial condition of the Borrower or any Guarantor as determmed in the Lender’s reasonable
discretion.

8.07 = Other Obligations to the Lender and its Affiliates. If Borrower fails to observe,
perform or comply with the terms, obligations, covenants, agreements, conditions or provisions
of any agreement, document or instrument whzch Borrower entered into with Lender, other than
the Loan Documents.

8.08 Dissolution or Termination of Existence. If the Borrower, Guarantor or any
person, firm or corporation affiliated with it, takes any action that is intended to result in the
termination, dissolution or liquidation of the Borrower.

8.09 Solvency_ )

(a) If the Borrower or Guarantor shall (1) have an order of relief entered in
any proceeding filed by them under the federal bankruptcy laws (as in effect on the date of this
Agreement or as they may be amended from time to time); (2) admit their inability to pay their
debts generally as they become due; (3) become insolvent in that their total assets are in the
aggregate worth less than all of their labilities or they are unable to pay its debts generally as
they become due; (4) make a general assignment for the benefit of creditors; (5) file a petition, or
admit (by answer, default or otherwise) the material allegations of any petition filed agdinst
them, in bankruptcy under the federal bankruptcy laws (as in effect on the date of this Agreement
or as they may be amended from time to time), or under any other law for the relief of debtors, or
for the discharge, arrangement or compromise of their debts; or (6) consent to the appointment of
a receiver, conservator, trustee or liquidator of all or part of their assets.

(b) If a petition shall have been filed against the Borrower or Guarantor in
proceedings under the federal bankruptcy laws (as in effect on the date of this Agreement, or as
they may be amended from time to time), or under any other laws for the relief of debtors, or for
the discharge, arrangement or compromise of their debts, or an order shall be entered by any
court of competent jurisdiction appointing a receiver, conservator, trustee or liquidator of all or
part of the Borrower's or Guarantor’s assets.

Section 9

Remedies Upon Default

Notwithstanding anything to the contrary, if any Event of Default under this Agreement
occurs, the Lender, in its sole discretion, and without notice to the Borrower or Guarantor, may
declare the entire unpaid balance of the Note, and all other obligations of the Borrower and the
Guarantor under this Agreement to be immediately due and ‘payable in full, without any
presentment, demand or notice of any kind, all of which are hereby waived by the Borrower and
Guarantor. In addition, upon the occurrence of any Event of Default, and at any time thereafter,
unless all Events of Default have been remedied to the full satisfaction of the Lender or waived
in a writing signed by the Lender specifically providing the waiver, the Lender shall have all of
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the following rights and remedies and it may exercise one or more of them singly or in
conjunction with others.

9.01 Right to Offset. The Lender shall have the right to set off against, or appropriate
and apply toward the payment of, the obligations of the Borrower and the Guarantor to the
Lender, pursuant to this Agreement or as evidenced by the Note or the Guaranty whether such
obligations shall have matured in due course or by acceleration, any and all balances and other
sums and indebtedness then held or owed by the Lender to or for the credit or account of the
Borrower or the Guarantor. For such purpose the Borrower and the Guarantor hereby pledge to
and grant a security interest in such balances, other sums and indebtedness of the Lender to
secure all of the Borrower's and the Guarantor’s obligations under this Agreement, the Note and
the Guaranty. - Such offsets following an Event of Default may occur without notice to or
demand upon the Borrower or any other person, all of such notices and demands being hereby
waived.

© 9.02 Enforcement of Rights. The Lender shall have the right, to proceed to protect and
enforce its rights by suit in equity, action at law or other appropriate proceedings either for
specific performance of any covenant or condition contained in any of the Loan Documents, or
in aid of the exercise of any power granted in any of the Loan Documents. =

9.03 Rights Under Security Instruments. The Lender shall also have all rights and
remedies granted it under any and all of the Security Instruments securing or intending to secure
the Borrower’s obligations under the Note or any other indebtedness or obligation of the
Borrower and Guarantor under the Loan Documents.

9.04 Cumulative Remedies. All of the rights and remedies of the Lender upon
occurrence of an Event of Default shall be cumulative to the greatest extent permitted by law,
may be exercised successively or concurrently, from time to time, and shall be in addition to all
of those rights and remedies afforded the Lender at law, or in equity, or in bankruptcy.
Notwithstanding the foregoing, the Lender shall be entitled to recover from the cumulative
exercise of all remedies an amount no greater than the sum of (i) the outstanding principal
amount of the Loan, (if) all accrued but unpaid interest with respect to the principal amount of
the Loan, (iii) any other amounts that the Borrower is required by this Agreement to pay to the
Lender (for example, and without limitation, the reimbursement of expenses and legal fees, and
Jate charges), and (iv) any costs, expenses or damages which the Lender is otherwise permitted
to recover by the terms of this Agreement, the Security Instruments, and the other Loan
Documents. Any exercise of any right or remedy shail not be deemed to be an election of that
right or remedy to the exclusion of any other right or remedy.

Section 10

Fees and Expenses

10.01 Transaction Expenses. The Borrower shall pay to the Lender upon demand all
out-of-pocket expenses incurred by the Lender in connection with the transactions contemplated
by this Agreement, including, but not limited to, the Lender's reasonabie attorneys' fees incurred
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in preparing the Loan Documents and any and all costs and fees incurred in connection with the
recording or filing of any documents or instruments in any public office, pursuant to or as a
- consequence of this Agreement; or to perfect or protect any security for the Loan. The Borrower
shall also pay to the Lender upon demand all out-of-pocket expenses incurred from time to time
in the administration of the Loan, including without limitation any out-of-pocket expenses
(inchuding, but not limited to, attorneys fees) incurred by the Lender if any of the Loan
Documents should be amended, extended and/or renewed from time to time.

10.02 Enforcement Expenses. If any Event of Default shall occur under this Agreement,
or any default shall occur under any of the Loan Documents or any related documents, the
Borrower shall pay to the Lender, to the extent allowable by applicable law, such amounts as
shall be sufficient to reimburse the Lender fully for all of its costs and expenses incurred in
enforcing its rights and remedies under the Loan Documents and any related documents,
including without limitation the Lender's reasonable attorneys' fees and court costs. Such
amounts shall be deemed to be included in the obligations secured by the Security Instruments.

Section 11

Miscellaneous Provisions

11.01 No Waivers. Failure or delay by the Lender in exercising any rights shall not be
deemed to be or operate as a waiver of that right, nor shall any right be exclusive of any other
right referred to in this Agreement, or in any other related document, or available at law or in
equity, by statute or otherwise. Any single or partial exercise of any right shall not preclude the
further exercise of that right. Every right of the Lender shall continue in full force and effect
untit such right is specifically waived in a writing signed by the Lender.

11.02 Course of Dealing. No course of dealing between the Borrower or the Guarantor
and the Lender shall operate as a waiver of any of the Lender's rights under any of the Loan
Documents.

11.03 Waivers by the Borrower and the Guarantor. The Borrower and Guarantor hereby
waive, to the extent permitted by applicable law, (a)all presentments, demands for
performances, notices of nonperformance (except to the extent specifically required by this
Agreement or any other of the Loan Documents), protests, notices of protest and notices of
dishonor in connection with the Note (b) any requirement of diligence or prompiness on the part
of the Lender in enforcement of its rights under the provisions of any of the Loan Documents,
and (c) any requirement of marshalling assets or proceeding against persons or assets in any
particular order.

11.04 Severability. If any part, term or provision of this Agreement is held by any court
to be unenforceable or prohibited by any law applicable to this Agreement, the rights and obliga-
tions of the parties shall be construed and enforced with that part, texm or provision limited so as
to make it enforceable to the greatest extent allowed by law, or, if it is totally unenforceable, as if
this Agreement did not contain that particular part, term or provision.
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11.05 Time of the Essence. Time shall be of the essence in the perfortnance of ail of the
Borrower's and the Guarantor’s obligations under the Loan Documents.

11.06 Benefit and Binding Effect. This Agreement shall inure to the benefit of Lender
its legal representatives, successors and assigns. All obligations of Borrower and Guarantor
contained herein shall bind them, their successors, respective heirs, legal representatives and if
Lender consents in writing to an assignment of this Agreement by Borrower or the Guarantor,
then their assigns.

11,07 Further Assurances. The Borrower and Guarantor shall sign such financing
statements or other documents or instruments as the Lender may request from time to time more
fully to create, perfect, continue, maintain or terminate the rights and security interests intended
to be granted or created pursuant to this Agreement or the Security Instruments.

~ 11.08 Incorporation by Reference. All schedules, annexes or other attachments to this
Agreement are incorporated into this Agreement as if set out in full at the first place in this
Agreement that reference is made thereto. -

11.09 Entire Agreement; No Oral Modifications. This Agreement, the schedules and
annexes hereto, and the documents and instruments referred to herein constitute the entire
agreement of the parties with respect to the subject matter hereof, ‘and supersede all prior
understandings with respect to the subject matter hereof. No change, modification, addition or
termination of this Agreement or any of the Loan Documents shall be enforceable unless in
writing and signed by the party against whom enforcement is sought.

11.10 Headings. The headings used in this Agreement are included for ease of reference
only and shall not be considered in the interpretation or construction of this Agreement.

11.11 Governing Law. This Agreement and the related documents and instruments shall
be governed by and construed in accordance with the laws of the Commonwealth of Kentucky.

11.12 Assignments. Borrower and Guarantor shall not assign their respective rights
under this Agreement to any other party, unless Lender consents in writing to the assignment.
Any attempted assignment shall be a defanlt under this Agreement and shall be null and void,
except as noted 1 this Section 11.12.

11.13 Multiple Counterparts.

(a) " This Agreement may be signed by each party upon a separate copy, and in
such case one counterpart of this Agreement shall consist of enough of such copies to reflect the
signature of each party.

(b) This Agreement may be executed in two or more counterparts, each of

which shall be deemed an original, and it shall not be necessary in making proof of this
Agreement or the terms thereof to produce or account for more than one of such counterparts.
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11.14 Notices.

(a) Any requirement of the Uniform Commercial Code or other applicable
law of reasonable notice shall be met if such notice is given at least ten (10) business days before
the time of sale, disposition or other event or thing giving rise to the requirement of notice.

(b)  Except as provided in subsection {c) below, all notices or communications
under this Agreement shall be in writing and shall be hand-delivered, sent by courier, or mailed
to the parties addressed as follows, and any notice so addressed and (1) hand-delivered, shall be
deemed to have been given when so delivered, or (2) mailed by registered or certified mail,
return receipt requested, shall be deemed to have been given when mailed, or (3) delivered to a
recognized small package overnight courier service to the address of the intended recipient with
shipping prepaid, shall be deemed to have been given when so delivered to such courier:

(1)  Ifto the Borrower:

Clark Energy Services Corporation
P.O.Box 748

"~ Winchester, Kentucky 40392
Attention: Overt L. Carroll, President

(2) Ifto the Lender:

East Kentucky Power Cooperative, Inc.

P.O. Box 707

Winchester, Kentucky 40392

Attention: Dale W. Henley, General Counsel

(3) Ifto the Guarantor

Clark Energy Propane Plus LLC
P.O.Box 4117

Winchester, Kentucky 40392

Attention: Overt L. Carroll, President

(cy The Borrower, Guarantor and the Lender may at any time, and from time
to time, change the address or addresses to which notice shall be mailed by written notice setting
forth the changed address or addresses.

11.15 Survival of Covenants. All covenants, agreements, warranties and representations
made by the Borrower and Guarantor herein shall survive the making of the Loan and the
execution and delivery of the Loan Documents.

11.16 Jurigdiction and Venue; Waiver of Jury Trial. The Borrower and Guarantor
consent to the Clark County, Kentucky Circuit Couwrt and the Federal District Court for the
Eastern District of Kentucky, as the sole and exclusive forum for enforcement of this
Assignment, and waive any objection to any such action based upon lack of personal or subject
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matter jurisdiction or improper venue. The Borrower and Guarantor agree that any action or
proceeding may be served by mailing a copy thereof by certified mail, or any substantial or
similar form of mail addressed to the Borrower and the Guarantor at their respective address first
above written. To the fullest extent applicable law, Borrower and Guarantor waive any right
they may have to trial by jury.

11.17 Acknowledgment. The Borrower and Guarantor acknowledge that they have each
received a copy of this Agreement and each of the other Loan Documents, as fully executed by -
the parties thereto. The Borrower and Guarantor acknowledge that they (a) have READ THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS OR HAVE CAUSED SUCH
DOCUMENTS TO BE EXAMINED BY THE BORROWER'S OR GUARANTOR’S
REPRESENTATIVES OR ADVISORS; (b) are thoroughly familiar with the transactions
contemplated in this Agreement and the other Loan Documents; and (¢} together with the
Borrower's and Guarantor’s representatives or advisors, if any, have had the opportunity to ask
such questions to representatives of the Lender, and receive answers thereto, concerning the
terms and conditions of the transactions contemplated in this Agreement and the other Loan
Documents as the Borrower and Guarantor deem necessary in connection with the Borrower's
and Guarantor’s decision to enter into this Agreement. ‘

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower and Lender, acting by and through their duly
authorized officers, and the Guarantor has duly executed this Agreement as of the date first set
forth above, but actually on the dates set forth below.

LENDER

BORROWER

GUARANTOR

EAST KENTUCKY WER COOPE TIVE, INC.

By:

Roy M Palk/

President

Jely 5
Date: Jan® ___, 2000

CLARK ENERGY SERVICES CORPORATION

o (A e

“Gvert L. Carroll,
President

Date: gg{e[‘{__{, 2000

CLARK ENERGY PROPANE PLUS LLC

oy (il

Overt L. Carroll,
President

/
Date: Sy = 2000
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EXHIBIT “A”

PROPERTY DESCRIPTION

That certain one space located within the building owned by Clark Energy Services Corporation
~ (“Lessor”) situated in Clark County, Commonwealth of Kentucky, with an address of 2640 Iron
Works Road, Winchester, Kentucky 40392-0748, (the “Premises™) together with the
improvements thereon and the right of Lessor in and to any roads, streets or easements adjoining
or providing ingress or egress or affecting the use of the Premises and;

A parcel of land 261 ft. by 339 ft. and designated as 4911 Rockwell Road, located in the South

West corner of the Yeiser Industrial Park Property, all on Lessor’s property known as Yeiser
Industrial Park on the north side of Rockwell Road, Winchester, Clark County, Kentucky.
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LOAN AGREEMENT

This is a Loan Agreement (this "Agreement") dated as of the 30th day of June, 2000, by
and between

EAST KENTUCKY POWER COOPERATIVE, INC.
P.O. Box 707
Winchester, Kentucky 40392 (the "Lender");

FARMERS ENERGY SERVICES CORPORATION

504 S. Broadway

P.O. Box 1298 -
Glasgow, Kentucky 42142-1298 (the "Borrower™);

and

- FARMERS ENERGY PROPANE PLUS LLC
504 S. Broadway
P.O. Box 1704
Glasgow, Kentucky 42142-1704 the “Guarantor”)

RECITAL

This Agreement is being entered into to provide for a loan in the principal amount of
Nine Hundred Sixty-Five Thousand Five Hundred Fifteen Dollars (8965,515.00), which loan is
to be used to enable the Borrower to acquire the outstanding fifty percent (50%) membership
interest in the Guarantor currently held by Thermogas Energy L.L.C. (Borrower already owning
a fifty percent (50%) membership interest in the Guarantor), to provide the Borrower and
Guarantor with operating capital and for such other purposes as Lender may permit.

NOW, THEREFORE, the Borrower, the Guarantor and the Lender agree as follows:
Section ]
Definitions
As used in this Agreement, the following terms shall have the following meanings and

the meanings assigned to them shall be equally applicable to both the singular and phural forms
of the terms defined:

"Loan Documents" shall mean, collectively, this Agreement and all agreements,
documents, and instruments to be executed by the Borrower or the Guarantor which relate to this
Agreement, including, but not limited to, the Note and the Security Instruments.

"Collateral" shall mean the property liened, pledged or encumbered by the Loan
Documents.
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"Dividend" shall mean any amount declared or paid, or set apart by the Borrower for the
purpose of payment of, (a) any dividend or other distribution on or in respect of any shares of
any class of the Borrower's capital stock, or (b)the purchase, retirement, reacquisition or
redemption of any shares of any class of the Borrower's capital stock, or (¢) any distribution by
way of reduction of capital, or (d) any other distribution on or in respect of any shares of any
class of the Borrower's capital stock. ' '

"Event of Default”" shall mean any one of the occurrences which are Events of Default
under Section VIII of this Agreement.

“Generally Accepted Accounting Principles” shall mean those principles of accounting
set forth in pronouncements of the Financial Accounting Standards Board, the American Institute
of Certified Public Accountants, as such principles are from time to time supplemented and
amended. '

“Indebtedness” shall mean all obligations, contingent or otherwise, which, in accordance
with Generally Accepted Accounting Principles shall be classified on the obligor's balance sheet
as liabilities.

"Index Rate" shall have the meaning set forth in Section 3.01.

. "Loan" shall mean the loan made by the Lender to the Borrower in the principal amount
of Nine Hundred Sixty-Five Thousand Five Hundred Fifteen Dollars ($965,515.00).

“Maturity Date” shall mean June 30, 2015.

"Note" shall mean the promissory note of Borrower dated June 30, 2000, evidencing the
obligation of Borrower to repay the loan, and any note delivered in renewal, replacement,
substitution, extension or novation thereof.

"Person" shall mean any individual, partnership, association, trust, corporation or other
entity.

"Security Instruments” shall mean all of the instruments, documents and agreements
referred to in Section 4.01.

"Uniform Commercial Code" shall mean the Uniform Commercial Code as in effect in
- the Commonwealith of Kentucky.

“Unmatared Default” shall mean the happening of any material breach under this
Agreement, including but not limited to failure to pay any installment of principal or interest of
the Note when due, or a breach of the financial covenants under this Agreement, or other similar
material breach the happening of which, together with the giving of any required notice or the
passage of any required period of time, would constitute an Event of Default.
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Section 2

The Loan
Lender establishes a Loan in favor of Borrower as follows:

2,01  Amount. Subject to Section 5.02 of this Agreement, the principal amount of the -
Loan shall be Nine Hundred Sixty-Five Thousand Five Hundred Fifteen Dollars ($965,515.00).

_ 2.02  Term. The Loan shall become effective as of the date hereof. Unless the Loan is
sooner terminated as provided in this Agreement, the Loan shall continue in effect until the close
of business on June 30, 2015. ‘

Section 3
Payments of the Loan

_ 3.01 Interest Rate. The unpaid principal balance of the Loan shall bear interest at an
annual rate equal to the Index Rate minus one-half of one percent (.50%). “Index Rate” shall
mean “Prime Rate” as published in the “Money Rates” section of The Wall Street Journal. The

‘Index Rate shall be adjusted annually on each anniversary of the Loan. The Index Rate as of the
date hereof is nine and one half percent (9.5%).

3.02 Principal and Interest Payments. Borrower shall make sixty (60) monthly
payments of interest only on this Loan commencing on August 1, 2000 and continuing on the
first (1) day of each month and every month thereafter. Borrower shall make monthly payments
of principal and interest on this Loan, beginning on August 1, 2005, and continuing on the 1st
day of each and every month thereafter; until the outstanding principal balance of this Loan, and
all accrued interest, shall be paid in full; provided however that all outstanding principal and
accrued interest shall be due and payable in full on the maturity date.

3.03  Prepayments of Note. Borrower shall have the right at any time, and from time to
time, without penalty or premium to prepay the Note in whole or in part. All prepayments made
with respect to the Note shall be applied first to penalties, if any, owed by the Borrower to the
Lender, second, to accrued but unpaid interest with respect to the Note, then to installments of
principal under the Note in the reverse order of their maturity.

3.04 Late Charge and Default Rate of Interest. If any payment due under the Note is
not received by Lender within ten (10} days of the date it is due, then a late charge of five
percent (5.00%) of the amount of the overdue payment may be charged by the holder of the
Note. Upon maturity, whether by acceleration or otherwise, or upon the occurrence of an Event
of Default hereunder, in addition to any and all other remedies to which the holder may be
entitled, the applicable rate of interest on the Note shall be increased to five percent (5.00%) per
annum in excess of the Index Rate.
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Section 4

Security for the Loan

401  Security for the Loan. The Note and the Loan evidenced thereby is and shall be
secured by and entitled to the benefits of all of the following:

(@)  Leasehold Mortgage. The Loan shall be secured by a mortgage on
leasehold property located in Glasgow, Barren County, Kentucky, as more particularly described
on Exhibit “A” attached hereto and made a part hereto, pursuant to a Leasehold Mortgage and
Security Agreement dated June 30, 2000, between Farmers Energy Propane Plus LLC and the
Lender (the “Leaschold Mortgage”).

(b)  Security Agreement. The Loan shall be secured by a security interest in
all of Guarantor’s right, title and interest in and to the following property (the “Security
Agreement”):

(1) all accounts and accounts receivable, whether now existing or
hereafier arising;

(iiy  all inventory, whether now owned or hereafter acquired;

(iii) all equipment, machinery, furniture, fixtures, supplies, raw
materials, work in progress, and motor vehicles, whether now owned or hereafter acquired;

(iv) all general intangibles, deposit accounts, letters of credit,
instriunents, contract rights, tax refunds, and insurance proceeds;

(v} all goods, instruments, documents of title, policies and certificates
of insurance, securities, membership interests, chattel paper, deposits, cash or other property
owned by the Guarantor or in which it has an interest.

(vi}  All accessories, attachments, paris, accessions and repairs, and all
substitutions, replacements and additions thereto and all proceeds (including insurance proceeds)
and products therefrom; and

(vii) Lender’s security interest shall specifically include Guarantor’s
interest in and the right to obtain from the Guarantor all the physical media on which records of
accounts or accounts receivable are kept, including but not limited to: optical disk, software and
operating systems necessary to render electronically encoded material meaningful, microfiche
and microfilm and any and all hardware and equipment necessary for the reading of or to render
meaningful the physical media on which records are kept.

(c)  Pledge Agreement. The Loan shall be secured by a pledge of and security
interest in one hundred percent {100%) of the membership interests of the Guarantor (which are
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wholly owned by Borrower) pursuant to a Pledge Agreement dated June 30, 2000, among the
Borrower, Guarantor and the Lender (the “Pledge Agreement™).

(d)  Guaranty. The Loan shall be secured by the guaranty of the Guarantor
pursuant to a Guaranty dated June 30, 2000, executed by the Guarantor (the “Guaranty”).

(&)  Right of Offset. The Loan shall be secured by the right of offset provided
| in Section 9.01 of this Agreement.

Section 5

Conditions Precedent

501 Conditions Precedent to the Loan. The Lender's obligation to provide the
Borrower with the Loan shall be conditioned upon the fulfillment of all the following conditions:

(a)  Bormower and Guarantor Resolutions. Borrower and Guarantor shall have
each furnished Lender with (i) certified copies of their Articles of Incorporation or Articles of
Organization (as applicable) and Bylaws and all amendments thereto, (ii) certificates from the
Secretary of State of the Commonwealth of Kentucky that Borrower and Guarantor are in good
standing, and (iii) a corporate or limited liability company resolution (as applicable) signed by
the directors of Borrower and the managers of the Guarantor in form and substance satisfactory
to Lender and its attorneys (A) authorizing the execution of this Agreement, the other Loan
Documents to which each is a party, and (B) authorizing consummation of the transactions
contemplated by this Agreement.

(b)  Certificates of Incumbency. The Borrower and the Guarantor shall have
furnished the Lender with a certificate of its secretary certifying the names of the officers of the
Borrower and the Guarantor anthorized to sign the Loan Documents, together with the true
signatures of such officers.

() Executed Agreements. Borrower shall have delivered to Lender the
following documents, in form and substance satisfactory to Lender and its attorneys, duly exe-
cuted by Borrower and/or each Guarantor:

(1) this Agreement;

(ii) the Note;

(iii)  the Leasehold Mortgage;
(iv)  the Security Agreement;
(v}  the Pledge Agreement; and

(vi)  such financing statements or other documents for filing with public
officials with respect to the Security Agreement as the Lender may request.
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(d)  Representations and Warranties. [Each and every representation and
warranty made by or on behalf of the Borrower at the time of or after the execution of this
Agreement relating to the Loan Documents or the transactions contemplated thereby shall be
true, complete and correct on and as of the date such Loan is to be made.

(e) No Defaults. There shall exist no Event of Default or Unmatured Default
which has not been cured to the Lender's satisfaction.

® No Change in Condition. No material adverse change shall have occurred
~ in the condition, financial or otherwise, of the Borrower or the Guarantor from that existing on
June 30, 2000.

(g)  Recordings and Filings. All financing statements or other instruments as
the Lender may reasonably request have been executed and delivered by the Borrower and filed
or recorded in such public offices as the Lender may request to perfect and maintain the
perfection of the security interests which secure the Loan.

(h)  Insurance. Evidence of the insurance coverage specified in Section 6.01
shall have been submitted to and approved by Lender.

(i) Other Documents. -Borrower shall have delivered to Lender any other
documents, in form and substance satisfactory to Lender and its attorneys, that Lender or its
attorneys may reasonably request in order to further protect the security of Lender or evidence
compliance by Borrower with the Loan Documents.

Section. 6

General Covenants

During the term of this Agreement, the Borrower and the Guarantor (as applicable) shall
comply with all of the following provisions:

6.01 Insurance. The Guarantor will at all times keep its insurable properties insured to
such extent and against such risks, including, without limitation, casualty insurance, public
liability insurance, worker’s compensation and other insurance required by law, as customary
with companies of comparable size in the same or similar business, unless higher limits or other
types of coverage are reasonably required in writing by the Lender. With regard to the assets
constituting the Collateral for this Loan, the Guarantor will deliver to the Lender certificates of
each insurer (or such other evidence as may be satisfactory to the Lender) indicating that the
Lender is loss payee or additional insured (long form) regarding such insurance (or additional

insured as to hability insurance). Each such policy will require and the certificates will state, that
“no such policy will be terminated without at least thirty (30} days prior written notice havmg
been delivered to the Lender.

6.02 Taxes and Other Payment Obligations. The Borrower and Guarantor will comply
with or contest in good faith all statutes and governmental regulations and pay all taxes,
assessments, governmental charges, claims for labor, supplies, rent and any other obligation

6
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which, if unpaid, might become a lien against any of its respective properties except liens for
taxes not yet due and payable and liabilities being contested in good faith with due diligence and
against which reserves satisfactory to the Lender have been established; provided, however, that
the Borrower and Guarantor shall immediately pay or otherwise satisfy any such tax assessment,
government charge, claims for labor, supplies, rent or any other obligation upon commencement
of proceedings to foreclose on any lien securing such taxes, charges or claims.

6.03 Financial Statements. The Borrower and the Guarantor will provide to the
Lender:

()  Annual Statements. Within one hundred eighty (180) days after the close
of each fiscal year financial reports of the Borrower and the Guarantor as of the end of such
fiscal year and the notes thereto, and the related statements of income and retained earnings and
the notes thereto, and a statement of changes in financial position for such fiscal year, setting
forth in each case comparative financial statements for the corresponding period in the preceding
year, all prepared in accordance with Generally Accepted Accounting Principles applied on a
consistent basis;

(b)  Quarterly Statements. Within forty-five (45) days after the close of each
fiscal quarter of each year (except for the fourth and final quarter which may be delivered in one
hundred eight (180) days a balance sheet and profit and loss statement of the Borrower and the
Guarantor certified by an officer of each of the Borrower and the Guarantor to be correct and
accurate, and setting forth in comparative form the corresponding amounts for the corresponding
period during the preceding fiscal year;

(¢)  Tax Returns. Borrower and Guarantor shall furnish to Lender a copy of
Borrower’s and Guarantor’s federal income tax return and/or K-1 within twenty (20) days after
filing. :

(d)  Other. Such other information respecting the financial condition and
operations of the Borrower and Guarantor as the Lender may from time to time reasonably
request.

6.04 [INTENTIONALLY LEFT BLANK].

6.05 Other Reports. Additionally, the Borrower and the Guarantor agree that they will
(1) promptly upon receipt thereof, deliver to the Lender any report submitted to the Borrower or
the Guarantor by independent accountants in connection with any annual, interim or special audit
made by them of the books of the Borrower or the Guarantor; (ii}) upon becoming available,
promptly deliver to the Lender a copy of all financial statements, reports, notices and proxy
staternents sent to stockholders, and a copy of all regular, pertodic and special reports filed with |
any securities exchange or with the Securities and Exchange Commission or any governmental
authority succeeding to any or all of the functions of such Commission; and (iii) promptly, from
time to time, furnish to the Lender, such other information regarding its operations, business
affairs and financial condition as the Lender may reasonably request. The Lender is hereby
authorized to deliver a copy of any financial statement made available by the Borrower or the
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Guarantor to any regulatory authority havmg jurisdiction over the recipient of such financial
statement.

6.06 Yinancial Records. The Borrower and the Guarantor shall maintain standard
modern systems of accounting in which full, true and cotrect entries shall be made of all dealings
or transactions in relation to its business and affairs in accordance with Generally Acceptable
Accounting Principles applied on a basis consistent with prior years and, without limitation,
making appropriate accruals for estimated contingent losses and liabilities.

6.07 Inspection. The Borrower and the Guarantor will permit any officer of the Lender
designated in writing by the Lender, to visit and inspect any of their properties, corporate books
and financial records at such times as the Lender may reasonably request upon reasonable notice
and during ordinary business hours.

- 6.08 Accountants Review. Upon the written request of the Lender, the Borrower and
the Guarantor will authorize any officer of the Lender to discuss their financial statements and
financial affairs at any time from time to time with the Borrower's or the Guarantor’s accountants
upon reasonable notice and during ordinary business hours.

6.09 Notice Reguiremerts.

(a)  Default. The Borrower will deliver to the Lender forthwith, upon any
officer's obtaining knowledge of an Event of Default under this Agreement or an event of default
under any of the Loan Documents or an event which would constitute such an event of default
but for the requirement that notice be given or time elapse or both, a certificate of the chief
executive officer, chief financial officer or treasurer of the Borrower specifying the nature and
period of existence thereof and what action the Borrower proposes to take with respect thereto.

(b)  Other Notices. The Borrower will notify the Lender in writing within five
(5) business days of the occurrence of any of the following with respect to the Borrower or the
Guarantor:

(1} the pendency or commencement of any material action, suit or
proceeding at law or in equity;

(2) any event or condition which shall constitute an event of default
under any other agreement for borrowed money;

3) any levy of an attachmeht, execution or other process against its
assets; and

(4) any material change in any existing agreement or contract which
may adversely affect its business or affairs, financial or otherwise.

6.10 Note and Security Instruments. The Borrower shall pay the Note in accordance
with its terms, covenants and conditions, and the Borrower and the Guarantor shall comply with
the terms, covenants and conditions of the Security Instruments.

8 .
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6.11 Compliance with Law. The Borrower and the Guarantor shall comply in all
material respects with (i) all valid and applicable statutes, rules and regulations of the United
States of America, of the States thereof and their counties, municipalities and other subdivisions
and of any other jurisdiction applicable to them; (ii) the orders, judgments and decrees of all
courts or administrative agencies with jurisdiction over them; or its business; and (iii) the
provisions of licenses issued to the Borrower or the Guarantor except where compliance
therewith shall be currently contested in good faith by appropriate proceedings, timely instituted,
which shall operate to stay any order with respect to such non-compliance.

6.12  Subordination.

()  Subordination. Until all indebtedness of Borrower to Lender is fully paid,
and all terms, covenants and conditions of this Agreement and the Security Instruments are
complied with by Borrower, the Guarantor agrees that at ajl times from and after the date it
receives any notice either of an Event of Default by Borrower under this Agreement or of any
condition or event which would be an Unmatured Default under this Agreement or the Security
Instruments, the Guarantor shall not ask, demand, sue for, fake or receive from Bormower, by

“set-off or in any other manner, all or any part of any monies, principal or interest thereon, now or
hereafter owing by Borrower to it, nor any security therefor, unless and until that Guarantor
receives notice from Lender that such Event of Default or Unmatured Default is waived or cured.

(b) Distribution of the Assets of Borrower. The Guarantor agrees that in the
event of (i)any distribution, division or application, partial or complete, voluntary or
involuntary, by operation of law or otherwise, of all or any part of the assets of the Borrower, the
proceeds thereof to creditors of the Borrower or upon any indebtedness of the Borrower which
are collateral under this Loan, by reason of the liquidation, dissolution or other winding up of
Borrower or its business, or (ii) any sale, receivership, insolvency or bankruptey proceeding, or
any assignment for the benefit of creditors, or any proceeding by or against the Borrower for any
relief under any bankruptcy or insolvency law relating to the relief of debtors, readjustment of
indebtedness, reorganization, composition or extension; then and in any such event, any payment
or distribution of any kind or character, either in cash, securities or other property, which shall be
payable or deliverable upon or with respect to any or all indebtedness of Borrower to Guarantor,
shall be paid or delivered directly to Lender for application on the Loan due or not due, until the
indebtedness of Borrower to Lender is fully paid and all provisions of this Agreement are sat-
isfied or secured. In either such event, Guarantor irrevocably authorizes and empowers Lender
to demand, sue for, collect and receive every such payment or distribution, give acquittance
therefor and to file claims and take such other proceedings in the name of Lender, in the name of
the Guarantor or otherwise, as Lender may deem necessary or advisable for the enforcement of
this Agreement. The Guarantor shall execute and deliver to Lender such powers of attorney,
assignments or other instruments as may be requested by Lender in order to enable Lender to
enforce any and all claims upon or with respect to any or all indebtedness of Borrower to
Guarantor, and to collect and receive any and all payments or distributions which may be
payable or deliverable at any time upon or with respect to any such indebtedness of Borrower to
Guarantor.

(c) Payments Received from Borrower. Should any payment, distribution,
security or proceeds thereof be received by any Guarantor upon or with respect to any

9
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indebtedness of Borrower to Guarantor after the date Guarantor receives notice of an Event of
Default by Borrower under this Agreement or an event or condition which could result in an
Unmatured Default under this Agreement or the Security Instruments, then Guarantor shall forth-
with deliver the same to Lender in precisely the form received (except for endorsement or
assignment where necessary), for application under this Agreement or the Security Instruments,
and, until so delivered, the same shall be held in trust by Guarantor as property of Lender. In the
event that Guarantor fails to make any such endorsement or assignment, then Lender, its officers
or employees on its behalf, are irrevocably authorized to make the same.

(d) Limitation on Assignment. The Guarantor shall not assign or transfer
voluntarily or by operation of law to others any claim they possess or may possess against
Borrower while any of the indebtedness of Borrower to Lender remains unpaid, unless such
assignment or transfer is made expressly subject to this Agreement.

{e)  Notice of Subordination. All notes or other evidences of indebtedness
accepted by any Guarantor from Borrower shall contain a specific statement therein that the
indebtedness thereby evidenced is subject to the terms, covepants and conditions of this
Agreement.

6.13 Liens. Except for security interests granted by the Borrower and the Guarantor to
the Lender contemporaneously with the execution of this Agreement, liens permitted in this
Agreement, and liens created in the Security Instruments, the Borrower and Guarantor shall not
(i) create or incur or suffer to be created or incurred or to exist any encumbrance, mortgage,
pledge, lien, charge, restriction or other security interest of any kind upon any of the Collateral,
whether owned or held on the date of this Agreement or acquired thereafter, or upon the income
or profits therefrom, or (ii) transfer any such Collateral or the income or profits therefrom for the
purpose of subjecting the same to payment of indebtedness or performance of any other obli-
" gation except payments made in accordance with this Agreement or payments made to the
Lender in accordance with the terms and provisions of this Agreement, or (iii) acquire, or agree
or have an option to acquire, any Collateral upon conditional sale or other title retention or pur-
chase money security agreement, device or arrangement, or (iv) sell or transfer, assign, or pledge
any Collateral, with or without recourse. The Borrower and Guarantor may incur or create, or
suffer to be incurred or created or to exist, the following liens without violating the provisions of
this Section 6.13:

(a) Statutory liens to secure claims for labor, material or supplies to the extent
that payment thereof shall not at the time be required to be made in accordance with this
Agreement.

(b) Deposits or pledges made in connection with, or to secure payment of,
workers' compensation, unemployment insurance, old age pensions or other social security, or in
connection with contests, to the extent that payment thereof shall not at that time be required to
be made in accordance with of this Agreement.

(©) Statutory liens for taxes or assessments or governmental charges or levies
if payment shall not at the time be required to be made in accordance with this Agreement.

10
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(d)  Purchase money liens or security interests with respect to property
acquired by the Borrower or the Guarantor with the Lender's prior written consent, which shall
not be unreasonably withheld.

()  Statutory liens (and contractual liens that provide to the secured party no
greater rights than equivalent statutory liens) to secure payment of rent or lease payments with
respect to leases of real property to the extent that such payments shall not at the time be required
to be made in accordance with this Agreement.

6.14 Limited Liability Company Existence and Good Standing. The Borrower and the
Guarantor shall preserve their corporate/limited liability company existences in good standing
and shall be and remain qualified to do business and in good standing in all states and countries
in which they are required to be so qualified. ‘

6.15  Articles of Incorporation and Bylaws. Without the Lender's prior writien consent,
which shall not be withheld or delayed unreasonably, the Borrower and the Guarantor shall not
make any changes in or amendments to their articles of incorporation or articles of organization.

6.16 Dividends. Without the prior written consent of the Lender, the Borrower and
Guarantor shall not declare and pay, or set apart any sum for the purpose of payment of, any

Dividend.

6.17 Mergers, Sales, Transfers and Other Dispositions of Assets. Without the Lender's
prior written consent, which shall not be unreasonably withheld or delayed, the Borrower and
Guarantor shall not:

(a) Be a party to any consolidation or merger;

(b) Sell or otherwise transfer any material part of their assets;

(c) Purchase all or a substantial part of the capital stock or assets of any
corporation or other business enterprise;

(d)  Effect any change in their capital structure;

(e) Sell, assign, or otherwise dispose of, with or without recourse, settle or
compromise any of their accounts receivable or notes receivable or other intangibles, except the
endorsement of negotiable instruments for the purpose of collection in the ordinary course of
business and as permitted in the Loan Documents; or

(f} Liquidate or dissolve or take any action with a view toward liquidation or
dissolution.

6.18 Loans. The Borrower and Guarantor shall not make any loan or advance any
funds whatsoever to any business, entity, party or individual.

11
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Section 7

Representations and Warranties

To induce the Lender to enter into this Agreement and to make the Loan, the Borrower
and Guarantor, respectively represent and warrant to the Lender as follows:

7.01 Corporate Organization and Existence. The Borrower is a corporation duly
organized, validly existing, and in good standing under the laws of the Commonwealth of
Kentucky. The Borrower has all necessary power and authority to carry on its business
conducted on the date of this Agreement. The Borrower is qualified to do business as a foreign
corporation, and is in good standing, in all states and in all foreign countries in which it owns any
property or carries on substantial activities or is otherwise required to be so qualified, and is duly
authorized, qualified and licensed under all laws, regulations, ordinances or orders of public
authorities to carry on its business in the places and in the manner conducted on the date of this
Agreement.

7.02  Corporate Organization and Existence. The Guarantor is a limited liability
company duly organized, validly existing, and in good standing under the laws of the
Commonwealth of Kentucky. The Guarantor has all necessary power and authority to carry on
its business conducted on the date of this Agreement.

7.03 Right to Act. No registration with or consent or approval of any governmental
agency of any kind is required for the execution, delivery, performance and enforceability of the
Loan Documents. - The Borrower and Guarantor have full power and authority, corporate and
otherwise, to execute, deliver and perform the Loan Documents.

7.04 No Conflicts. The Borrower and the Guarantor’s execution, delivery and
performance of the Loan Documents does not, and will not, (a) violate any existing provision of
(i) the articles of incorporation or bylaws of the Borrower, (ii) the Operating Agreement of the
Guarantor, or (iil) any law, rule, regulation, or judgment, order or decree applicable to the
Borrower and Guarantor or (b) otherwise constitute a default, or result in the imposition of any
lien under (1) any existing contract or other obligation binding upon the Borrower and Guarantor
or their property, with or without the passage of time or the giving of notice or both; (2} any law,
rule or regulation applicable to the Borrower and the Guarantor or their business; or (3) any
judgment, order or decree of any court or administrative agency applicable to the Borrower and
the Guarantor and their business,

7.05  Authorization. The execution, delivery and performance by the Borrower and the
Guarantor of the Loan Documents has been duly authorized, and the Loan Documents have been
duly executed and delivered and constitute legal, valid and binding obligations enforceable
against the Borrower and the Guarantor, respectively.

7.06  Litigation and Taxes.

(a) There is no litigation, at law or in equity, or any proceeding before any
federal, state or municipal court, board or other governmental or administrative agency pending,
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or to the knowledge of the Borrower or Guarantor, threatened which is likely to involve any
" material judgment or liability against the Borrower or Guarantor or which might otherwise result
in any material adverse change in the Borrower and Guarantor’s business, assets or condition,
“financial or otherwise. No judgment, decree or order of any federal, state or municipal court,
board or other governmental or administrative agency has been issued against the Borrower or
Guarantor or any of their assets which has, or might have, a material adverse effect on the
Borrower and Guarantor’s business, assets or condition, financial or otherwise.

(b)  The Borrower and Guarantor have filed all tax returns which are required
to be filed and have paid, or made adequate provision for the payment of, all taxes which have or
may become due pursuant to such returns or pursuant to asseéssments received. The Borrower
and Guarantor know of no material additional assessments for which adequate reserves have not
been established, and the Borrower and Guarantor have made adequate provision for all current
taxes.

7.07 Cempliance with Contractual_ Obligations, Laws and Judgments.

{a) The Borrower and Guarantor are not in default in the payment,
performance, observance or fulfillment of any of the material obligations, covenants or
conditions contained in any lease, indenture, mortgage, deed of trust, promissory note, agreement
or undertaking to which they are a party or by which its assets are bound.

(b) The Borrower and Guarantor have not violated any applicable statute,
regulation or ordinance of the United States of America or of any state, municipality or any other
subdivision, jurisdiction or agency thereof, in any respect materially and adversely affecting the
Borrower's and Guaranfor’s business, property, assets, operations or conditions, financial or
otherwise.

(©) The Borrower and Guarantor are not in default with respect to any
judgment, order, writ, injunction, decree or demand of any court, arbitrator or governmental
agency or body.

7.08  Trademarks and Permits. The Borrower and Guarantor possess adequate licenses,
patents, copyrights, trademarks and trade names to conduct their businesses as now conducted.
Neither the Borrower, the Guarantor nor any of their officers, directors or employees have
received notice or has knowledge of any claim that the Borrower or Guarantor have violated any
other person's license, patent, copyright, trademark or trade name, or that the Borrower’s and
Guarantor’s licenses, patents, copyrights, trademarks or trade names are currently being
infringed. The Borrower and Guarantor have all governmental permits, certificates, consents and
franchises necessary to carry on their businesses as now conducted and to own or lease and
operate their properties as now owned, leased or operated. Al such governmental permits,
certificates, consents and franchises are valid, and in effect, and the Borrower and Guarantor are
not in violation thereof, and none of them contains any term, provision, condition or limitation
more burdensome than generally applicable to persons engaged in the same or similar business.

7.09 Disclosure. Neither this Agreement, nor any agreement, document, certificate or
statement furnished to the Lender by or on behalf of the Borrower and Guarantor in connection
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with the transactions contemplated by this Agreement contains any untrue statement of any
material fact or omits to state any material fact necessary to make the statements contained
herein or therein not misleading. There is no fact known to the Borrower which materially and
adversely affects, or in the future is likely to materially and adversely affect, the Borrower's or
the Parent's business, operations, affairs or condltion financial or otherwise, which has not been
disclosed to the Lender.

Section §

Events of Default

The occurrence of any one or more of the following shall constitute an Event of Default
under this Agreement (an "Event of Default™):

8.01 Failure to Pay. If Borrower fails to pay in full when due any installment of -
principal of the Note or interest thereon.

8.02 NoNotice Required. If Borrower or Guarantor fail to observe, perform or comply '
with any term, obligation, covenant, agreement, condition or other provision contained in
Sections 6.01, 6.16, 6.17, and 6.18 of this Agreement.

8.03 Notice Required: Period to Cure. If Borrower or Guarantor fail to observe,
perform or comply with any term, obligation, covenant, agreement, condition or other provision
contained or referred to in this Agreement (other than those referred to in Section 8.02 hereof),
and such failure is not fully cured within thirty (30) days after Lender gives written notice
thereof to Borrower and Guarantor.

, 8.04  Falsity of Representation or Warranty. If any representation or warranty or other
statement of fact contained in any of the Loan Documents or in any writing, certificate, report or
statement at any time furnished the Lender by or on behalf of the Borrower or Guarantor
pursuant to or in connection with this Agreement or the Loan shall have been false or misleading
in any material respect or which shall omit a material fact, whether or not made with knowledge,
at the time it was made.

8.05 Judgments. If a final judgment or judgments for the payment of money in excess
of the sum of Fifty Thousand Dollars ($50,000.00) in the aggregate, or with respect to property
with a value in excess of such amount, shall be rendered against the Borrower or the Guarantor
and such judgment(s) remains unsatisfied and not covered by insurance or not bonded to the
satisfaction of Lender for a period of 30 consecutive days after the entry thereof and within that
30-day period is (a) stayed pending appeal, or (b) discharged.

8.06  Adverse Financial Change. If there should be any material adverse change in the
financial condition of the Borrower or any Guarantor as determined in the Lender's reasonable
discretion.

8.07 Other Obligations to the Lender and its Affiliates. If Borrower fails to observe,
perform or comply with the terms, obligations, covenants, agreements, conditions or provisions
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of any agreement, document or instrument which Borrower entered into with Lender, other than
the Loan Documents. '

8.08 Dissolution or Termination of Existence. If the Borrower, Guarantor or any
person, firm or corporation affiliated with it, takes any action that is intended to result in the
termination, dissolution or liquidation of the Borrower.

8.09  Solvency.

: (a)  If the Borrower or Guarantor shall (1) have an order of relief entered in
any proceeding filed by them under the federal bankruptcy laws (as in effect on the date of this
Agreement or as they may be amended from time to time); (2) admit their inability to pay their
debts generally as they become due; (3) become insolvent in that their total assets are in the
aggregate worth less than all of their liabilities or they are unable to pay its debts generally as

-they become due; (4) make a general assignment for the benefit of creditors; (5) file a petition, or
admit (by answer, default or otherwise) the material allegations of any petition filed against
them, in bankruptcy under the federal bankruptcy laws (as in effect on the date of this Agreement
or as they may be amended from time to time), or under any other law. for the relief of debtors, ot
for the discharge, arrangement or compromise of their debts; or (6) consent to the appoin"sment of
a receiver, conservator, trustee or liquidator of all or part of their assets.

(b) ~ If a petition shall have been filed against the Borrower or Guarantor in
proceedings under the federal bankruptcy laws (as in effect on the date of this Agreement, or as
they may be amended from time to time), or under any other laws for the relief of debtors, or for
the discharge, arrangement or compromise of their debts, or an order shall be entered by any
~court of competent jurisdiction appointing a receiver, conservator, trustee or liquidator of all or
part of the Borrower's or Guarantor’s assets.

Section 9
Remedies Upon Default

Notwithstanding anything to the contrary, if any Event of Default under this Agreement
occurs, the Lender, in its sole discretion, and without notice to the Borrower or Guarantor, may
declare the entire unpaid balance of the Note, and all other obligations of the Borrower and the
Guarantor under this' Agreement to be immediately due and payable in full, without any
presentment, demand or notice of any kind, all of which are hereby waived by the Borrower and
Guarantor. In addition, upon the occurrence of any Event of Default, and at any time thereafter,
unless all Events of Default have been remedied to the full satisfaction of the Lender or waived
in a writing signed by the Lender specifically providing the waiver, the Lender shall have all of
the following rights and remedies and it may exercise one or more of them singly or in
conjunction with others.

9.01 = Right to Offset. The Lender shall have the right to set off against, or appropriaie
and apply toward the payment of, the obligations of the Borrower and the Guarantor to the
Lender, pursuant to this Agreement or as evidenced by the Note or the Guaranty whether such
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obligations shall have matured in due course or by acceleration, any and all balances and other
sums and indebtedness then held or owed by the Lender to or for the credit or account of the
Borrower or the Guarantor. For such purpose the Borrower and the Guarantor hereby pledge to
and grant a security interest in such balances, other sums and indebtedness of the Lender to
secure all of the Borrower's and the Guarantor’s obligations under this Agreement, the Note and
the Guaranty. Such offsets following an Event of Default may occur without notice to or
demand upon the Borrower or any other person, all of such notices and demands bemg hereby
waived.

9.02 Enforcement of Rights. The Lender shall have the right, to proceed to protect and
enforce its rights by suit in equity, action at law or other appropriate proceedings either for
specific performance of any covenant or condition contained in any of the Loan Documents, or
in aid of the exercise of any power granted in any of the Loan Documents. |

~ 9.03 Rights Under Security Instruments. The Lender shall also have all rights and
remedies granted it under any and all of the Security Instruments securing of intending to secure
the Borrower’s obligations under the Note or any other indebtedness or obhgation of the
Borrower and Guarantor under the Loan Documents.

9.04 Cumulative Remedies. All of the rights and remedies of the Lender upon
- occurrence of an Event of Default shall be cumulative to the greatest extent permitted by law,
may be exercised successively or concurrently, from time to time, and shall be in addition to all
of those rights and remedies afforded the Lender at law, or in equity, or in bankruptcy.
Notwithstanding the foregoing, the Lender shall be entitled to recover from the cumulative
exercise of all remedies an amount no greater than the sum of (i) the outstanding principal
amount of the Loan, (if) all accrued but unpaid interest with respect to the principal amount of
the Loan, (iii) any other amounts that the Borrower is required by this Agreement to pay to the
Lender (for example, and without limitation, the reimbursement of expenses and legal fees, and
late charges), and (iv) any costs, expenses or damages which the Lender is otherwise permitted
to recover by the terms of this Agreement, the Security Instruments, and the other Loan
Documents. Any exercise of any right or remedy shall not be deemed to be an election of that
right or remedy to the exclusion of any other right or remedy.

Section 10

Fees and Expenses

10.01 Transaction Expenses. The Borrower shall pay to the Lender upon demand all
out-of-pocket expenses incurred by the Lender in connection with the transactions contemplated
by this Agreement, including, but not limited to, the Lender's reasonable attorneys' fees incurred
in preparing the Loan Documents and any and all costs and fees incurred in connection with the
recording or filing of any documents or instruments in any public office, pursuant to or as a
consequence of this Agreement, or to perfect or protect any security for the Loan. The Borrower
shall also pay to the Lender upon demand all out-of-pocket expenses incurred from time to time
in the administration of the Loan, including without limitation any out-of-pocket expenses
(including, but not limited to, attorneys fees) incurred by the Lender if any of the Loan
Documents should be amended, extended and/or renewed from time to time.
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~ 10.02 Enforcement Expenses. If any Event of Default shall occur under this Agreement,
or any default shall occur under any of the Loan Documents or any related documents, the
Borrower shall pay to the Lender, to the extent allowable by applicable law, such amounts as
shall be sufficient to reimburse the Lender fully for all of its costs and expenses incurred in
enforcing its rights and remedies ‘under the Loan Documents and any related documents,
including without limitation the Lender's reasonable attorneys' fees and court costs. Such
amounts shall be deemed to be included in the obligations secured by the Security Instruments.

Section 11

Miscellaneous Provisions

11.01 No Waivers. Failure or delay by the Lender in exercising any rights shall not be
deemed to be or operate as a waiver of that right, nor shall any right be exclusive of any other
right referred to in this Agreement, or in any other related document, or available at law or in
equity, by statute. or otherwise, Any single or partial exercise of any right shall not preclude the
further exercise of that right. Every right of the Lender shall continue in full force and effect
until such right is specifically waived in a writing signed by the Lender.

11.02- Course of Dealing. No course of dealing between the Borrower or the Guarantor
and the Lender shall operate as a waiver of any of the Lender's rights under any of the Loan
~ Documents.

11.03 Waivers by the Borrower and the Guarantor. The Borrower and Guarantor hereby
waive, {o the extent permitted by applicable law, (a)all presentments, demands for
performances, notices of nonperformance (except to the extent specifically required by this
Agreement or any other of the Loan Documents), protests, notices of protest and notices of
dishonor in connection with the Note (b) any requirement of diligence or promptuess on the part
of the Lender in enforcement of its rights under the provisions of any of the Loan Documents,
and (c) any requirement of marshalling assets or proceeding against persons or assets in any
particular order.

11.04 Severability. If any part, term or provision of this Agreement is held by any court
to be unenforceable or prohibited by any law applicable to this Agreement, the rights and obliga-
tions of the parties shall be construed and enforced with that part, term or provision limited so as
to make it enforceable to the greatest extent allowed by law, or, if it is totally unenforceable, as if
this Agreement did not contain that particular part, term or provision.

11.05 Time of the Essence. Time shall be of the essence in the performance of all of the
Borrower's and the Guarantor’s obligations under the Loan Documents.

11.06 Benefit and Binding Effect. This Agreement shall inure to the benefit of Lender
its legal representatives, successors and assigns. All obligations of Borrower and Guarantor
contained herein shall bind them, their successors, respective heirs, legal representatives and if
Lender consents in writing to an assignment of this Agreement by Borrower or the Guarantor,
then their assigns.
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11,07 Further Assurances. The Borrower and Guarantor shall sign such financing
statements or other documents or instruments as the Lender may request from time to time more
fully to create, perfect, continue, maintain or terminate the rights and security interests intended
to be granted or created pursuant to this Agreement or the Security Instruments. |

11.08 Incorporation by Reference. All schedules, annexes or other attachments to this
Agreement are incorporated into this Agreement as if set out in full at the first place in this
Agreement that reference is made thereto.

11.09 Entire Agreement; No Oral Modifications. This Agreement, the schedules and
annexes hereto, and the documents and instruments referred to herein constitute the entire
agreement of the parties with respect to the subject matter hereof, and supersede all prior
understandings with respect to the subject matter hereof. No change, modification, addition or
termination of this Agreement or any of the Loan Documents shall be enforceable unless in
writing and signed by the party against whom enforcement is sought. :

11.10 Headings. The headings used in this Agreement are included for ease of reference
only and shall not be considered in the interpretation or construction of this Agreement.

11.11 GQGoverning Law. This Agreement and the related documents and instruments shall
be governed by and construed in accordance with the laws of the Commonwealth of Kentucky.

11.12 Assignments. Borrower and Guarantor shall not assign their respective rights
under this Agreement to any other party, unless Lender consents in writing to the assignment.
Any attempted assignment shall be a default under this Agreement and shall be null and void,
except as noted in this Section 11.12,

11.13 Multiple Counterparts.

(a)  This Agreement may be signed by each party upon a separate copy, and in
such case one counterpart of this Agreement shall consist of enough of such copies to reflect the
signature of each party.

(b) This Agreement may be executed in two or more counterparts, each of
which shall be deemed an original, and it shall not be necessary in making proof of this
Agreement or the terms thereof to produce or account for more than one of such counterparts.

11.14 Notices.

(a) Any requirement of the Uniform Commercial Code or other applicable
law of reasonable notice shall be met if such notice is given at least ten (10) business days before
the time of sale, dlSpOSltlon or other event or thing giving rise to the requirement of notice.

(b)  Except as provided in subsection (c) below, all notices or communications
under this Agreement shall be in writing and shall be hand-delivered, sent by courier, or mailed
to the parties addressed as follows, and any notice so addressed and (1) hand-delivered, shall be
deemed to have been given when so delivered, or (2) mailed by registered or certified mail,
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return receipt requested, shall be deemed to have been given when mailed, or (3) delivered to a
recognized small package overnight courier service to the address of the intended recipient with
shipping prepaid, shall be deemed to have been given when so delivered to such courier:

(1)  1If to the Borrower:

Farmers Energy Services Corporation
504 S. Broadway

P.O. Box 1298

Glasgow, Kentucky 42142-1298
Attention: Jackie Browning, President

{2) Iftothe Lender:

East Kentucky Power Cooperative, Inc.

- P.O. Box 707
Winchester, Kentucky 40392 ,
Attention: Dale W. Henley, General Counsel

(3)  Ifto the Guarantor

Farmers Energy Propane Plus LLC

504 S. Broadway

P.O. Box 1704

Glasgow, Kentucky 42142-1704
Attention: Jackie Browning, President

©) The Borrower, Guarantor and the Lender may at any time, and from time
to time, change the address or addresses to which notice shall be mailed by written notice setting
forth the changed address or addresses.

11.15 Survival of Covenants. All covenants, agreements, warranties and representations
made by the Borrower and Guarantor herein shall survive the making of the Loan and the
execution and delivery of the Loan Documents.

11.16 Jurisdiction and Venue; Waiver of Jury Trial. The Bomrower and Guarantor
consent to the Barren County, Kentucky Circuit Court and the Federal District Court for the
Western District of Kentucky, as the sole and exclusive forum for enforcement of this
Assignment, and waive any objection to any such action based upon lack of personal or subject
matter jurisdiction or improper venue. The Borrower and Guarantor agree that any action or
proceeding may be served by mailing a copy thereof by certified mail, or any substantial or
similar form of mail addressed to the Borrower and the Guarantor at their respective address first
above written. To the fullest extent applicable law, Borrower and Guarantor waive any right
they may have to trial by jury.

11.17 Acknowledgment. The Borrower and Guarantor acknowledge that they have each
received a copy of this Agreement and each of the other Loan Documents, as fully executed by
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the parties thereto. The Borrower and Guarantor acknowledge that they (a) have READ THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS OR HAVE CAUSED SUCH
DOCUMENTS TO BE EXAMINED BY THE BORROWER'S OR GUARANTOR’S
REPRESENTATIVES OR ADVISORS; (b) are thoroughly familiar with the transactions
contemplated in this Agreement and the other Loan Documents; and (c) together with the
Borrower's and Guarantor’s representatives or advisors, if any, have had the opportunity to ask
such questions to representatives of the Lender, and receive answers thereto, concerning the
terms and conditions of the transactions contemplated in this Agreement and the other Loan
Documents as the Borrower and Guarantor deem necessary in connection with the Borrower's
and Guarantor’s decision to enter into this Agreement.

{REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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~IN WITNESS WHEREOF, Borrower and Lender, acting by and through their duly
authorized officers, and the Guarantor has duly executed this Agreement as of the date first set
forth above, but actually on the dates set forth below.

LENDER EAST KENTUCKY POWER COOPERATIVE, INC.
Ro& M alk

vy -

Date: g%ﬁ‘/ _5: , 2000

BORROWER FARMERS ENERGY SERVICES CORPORATION

By:
acklc Browning,

President

S / 4 2000

GUARANTOR FARMERS ENERGY PROPANE PLUS LLC

~

By ' rin
ackie Browning, -

President

Date: :iggébf_‘{, 2000
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THIS AGREEMENT PREPARED BY:

% 7 e
Warrend Hoffmag
BROWN TODD & HEYBURN PLLC
2700 Lexington Financial Center
Lexington, Kentucky 40507
606-231-0000

191.114994 '
WLEX\SYS\USERS\1483\14832014832105-EKP-Farmers-Loan-Agrit.doc
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EXHIBIT “A”

PROPERTY DESCRIPTION

That certain portion of the forty-seven (47) acre parcel more fully described bellow, consisting of
approximately three (3) acres.

Said parcel consisting of approximately three (3) acres being located at 175 Donnelly Drive,
Glasgow, Kentucky and being a portion of the property derived by Farmers Rural Electric
Cooperative Corporation from Bharat Mody and Bharati Mody, husband and wife, by Deed
dated June 26, 1997, filed of record June 26, 1997, at 2:52 P.M., Deed Book 236, Page 950,
office of Barren County Court Clerk (see Exhibit B attached hereto); and

That certain office space located within the building owned by Farmers Rural Electric
Cooperative Corporation (“FRECC”), situated in the City of Glasgow, Barren County,
Commonwealth of Kentucky, with an address of 504 South Broadway, Glasgow, Kentucky
42142 (the “Premises”), together with the furnishings and partitions, and the right of FRECC in
and to any roads, streets or easements adjoining or providing ingress, egress or affecting the use
of the Premises.
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LOAN AGREEMENT

This is a Loan Agreement (this "Agreement") dated as of the 30" day of June, 2000, by
and between

EAST KENTUCKY POWER COOPERATIVE, INC.
P.O. Box 707
Winchester, Kentucky 40392 (the "Lender");

JACKSON ENERGY SERVICES CORPORATION

Highway 21 South

P.O. Box 307

McKee, Kentucky 40447 (the "Borrower");

and

JACKSON ENERGY PROPANE PLUS LLC
181 Barbourville Highway
London, Kentucky 40741 (the “Guarantor™)

RECITAL

This Agreement is being entered into to provide for a loan in the principal amount of
Seven Hundred Twenty-Eight Thousand Four Hundred Forty-Nine Dollars ($728,449.00), which
loan is to be used to enable the Borrower to acquire the outstanding fifty percent (50%)
membership interest in the Guarantor currently held by Thermogas Energy L.L.C. (Borrower
already owning a fifty percent (50%) membership interest in the Guarantor), to provide the
Borrower and Guarantor with operatinig capital and for such other purposes as Lender may
permit.

NOW, THEREFORE, the Borrower, the Guarantor and the Lender agree as follows:
Section 1
Definitions

As used in this Agreement, the following terms shall have the following meanings and
the meanings assigned to them shall be equally applicable to both the singular and plural forms
of the terms defined:

"Loan Documents" shall mean, collectively, this Agreement and ail agreements,
documents, and instruments to be executed by the Borrower or the Guarantor which relate to this
Agreement, including, but not limited to, the Note and the Security Instruments.

"Collateral" shall mean the property liened, pledged or encumbered by the Loan
Documents.
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"Dividend" shall mean any amount declared or paid, or set apart by the Borrower for the
purpose of payment of, (a) any dividend or other distribution on or in respect of any shares of
any class of the Borrower's capital stock, or (b)the purchase, retirement, reacquisition or
redemption of any shares of any class of the Borrower's capital stock, or (c¢) any distribution by
way of reduction of capital, or (d) any other distribution on or in respect of any shares of any
class of the Borrower's capital stock.

"Event of Default" shall mean any one of the occurrences which are Events of Default
under Section VIII of this Agreement.

“Generally Accepted Accounting Principles” shall mean those principles of accounting
set forth in pronouncements of the Financial Accounting Standards Board, the American Institute
of Certified Public Accountants, as such prirciples are from time fo time supplemented and
amended.

"Indebtedness” shall mean all obligations, contingent or otherwise, which, in accordance
with Generally Accepted Accounting Principles shall be classified on the obligor's balance sheet
as liabilities.

"Index Rate" shall have the meaning set forth in Section 3.01.

"Loan" shall mean the loan made by the Lender to the Borrower in the principal amount
of Seven Hundred Twenty-Eight Thousand Four Hundred Forty-Nine Dollars ($728,449.00).

“Maturity Date” shall mean June 30, 2015.

"Note" shall mean the promissory note of Borrower dated June 30, 2000, evidencing the
obligation of Borrower to repay the loan, and any note delivered in renewal, replacement,
substitution, extension or novation thereof.

"Person” shall mean any individual, partnership, association, trust, corporation or other
Yy P P P
entity.

"Security Instruments” shall mean all of the instruments, documents and agreements
referred to in Section 4.01.

“"Uniform Commercial Code" shall mean the Uniform Commercial Code as in effect in
the Commonwealth of Kentucky. ' '

"Unmatured Default" shall mean the happening of any material breach under this
Agreement, including but not limited to failure to pay any installment of principal or interest of
the Note when due, or a breach of the financial covenants under this Agreement, or other similar
material breach the happening of which, together with the giving of any required notice or the
passage of any required period of time, would constitute an Event of Default.
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Section 2
The Loan

Lender establishes a Loan in favor of Borrower as follows:

2.01 Amount. Subject to Section 5.02 of this Agreement, the principal amount of the
Loan shall be Seven Hundred Twenty-Eight Thousand Four Hundred Forty-Nine Dollars
($728,449.00).

2,02 Term. The Loan shall become effective as of the date hereof. Unless the Loan is
sooner terminated as provided in this Agreement, the Loan shall continue in effect until the close
of business on June 30, 2015.

Section 3

Payments of the Loan

3.01 Interest Rate. The unpaid principal balance of the Loan shall bear interest at an
annual rate equal to the Index Rate minus one-half of one percent (.50%). “Index Rate” shall
mean “Prime Rate” as published in the “Money Rates” section of The Wall Street Journal. The
Index Rate shall be adjusted annually on each anniversary of the Loan. The Index Rate as of the
date hereof is nine and one half percent (9.5%).

3.02  Principal and Interest Payments. Borrower shall make sixty (60) monthly
payments of interest only on this Loan commencing on August 1, 2000 and continuing on the
first (1*') day of each month and every month thereafter. Borrower shall make monthly payments
of principal and interest on this Loan, beginning on August 1, 2005, and continuing on the Ist
day of each and every month thereafter; until the outstanding principal balance of this Loan, and
all accrued interest, shall be paid in full; provided however that all outstanding principal and
accrued interest shall be due and payable in full on the maturity date.

3.03 Prepayments of Note. Borrower shall have the right at any time, and from time to
time, without penalty or premium to prepay the Note in whole or in part. All prepayments made
with respect to the Note shall be applied first to penalties, if any, owed by the Borrower to the
Lender, second, to accrued but unpaid interest with respect to the Note, then to installments of
principal under the Note in the reverse order of their maturity.

3.04 Late Charge and Default Rate of Interest. If any payment due under the Note is
not received by Lender within ten (10) days of the date it is due, then a late charge of five
percent (5.00%) of the amount of the overdue payment may be charged by the holder of the
Note. Upon maturity, whether by acceleration or otherwise, or upon the occurrence of an Event
of Default hereunder, in addition to any and all other remedies to which the holder may be
entitled, the applicable rate of interest on the Note shall be increased to five percent (5.00%) per
annum in excess of the Index Rate.
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Section 4

Security for the Loan

4.01  Security for the Loan. The Note and the Loan evidenced thereby is and shall be
secured by and entitled to the benefits of all of the following:

(8 . Leasehold Mortgage. The Loan shall be secured by a mortgage on
leasehold property located in London, Laurel County, Kentucky, as more particularly described
on Exhibit “A” attached hereto and made a part hereto, pursuant to a Leasehold Mortgage and
Security Agreement dated June 30, 2000, between Jackson Energy Propane Plus LLC and the
Lender (the “Leasehold Mortgage™).

(b) Security Agreement. The Loan shall be secured by a security interest in
all of Guarantor’s right, title and interest in and to the following property (the “Security
Agreement”):

L all accounts and accounts receivable, whether now existing or
hereafter arising,

(i)  all inventory, whether now owned or hereafter acquired;

(iii) all equipment, machinery, furniture, fixtures, supplies, raw
materials, work in progress, and motor vehicles, whether now owned or hereafter acquired,;

(iv) all general intangibles, deposit accounts, letters of credit,
instruments, contract rights, tax refunds, and insurance proceeds;

(v)  all goods, instruments, documents of title, policies and certificates
of insurance, securities, membership interests, chattel paper, deposits, cash or other property
owned by the Guarantor or in which it has an interest.

(vi)  All accessories, attachments, parts, accessions and repairs, and all
substitutions, replacements and additions thereto and all proceeds (including insurance proceeds)
and products therefrom; and

(vil) Lender’s security interest shall specifically include Guarantor’s
interest in and the right to obtain from the Guarantor all the physical media on which records of
accounts or accounts receivable are kept, including but not limited to: optical disk, software and
operating systems necessary to render electronically encoded material meaningful, microfiche
and microfilm and any and all hardware and equipment necessary for the reading of or to render
meaningful the physical media on which records are kept.

) Pledge Agreement. The Loan shall be secured by a pledge of and security
interest in one hundred percent (100%) of the membership interests of the Guarantor (which are
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wholly owned by Borrower) pursuant to a Pledge Agreement dated June 30, 2000, among the
Borrower, Guarantor and the Lender (the “Pledge Agreement™).

(d)  Guaranty. The Loan shall be secured by the guaranty of the Guarantor
pursuant to a Guaranty dated June 30, 2000, executed by the Guarantor (the “Guaranty™).

(e)  Right of Offset. The Loan shall be secured by the right of offset provided
in Section 9.01 of this Agreement. ‘

Section 5

Conditions Precedent

5.01 Conditions Precedent to the Loan. The Lender's obligation to provide the
Borrower with the Loan shall be conditioned upon the fulfillment of all the following conditions:

(a)  Borrower and Guarantor Resolutions. Borrower and Guarantor shall have
each furnished Lender with (i) certified copies of their Articles of Incorporation or Articles of
Organization (as applicable) and Bylaws and all amendments thereto, (ii) certificates {rom the
Secretary of State of the Commonwealth of Kentucky that Borrower and Guarantor are in good
standing, and (iii) a corporate or limited liability company resolution (as applicable) signed by
the directors of Borrower and the managers of the Guarantor in form and substance satisfactory
to Lender and its attorneys (A) authorizing the execution of this Agreement, the other Loan
Documents to which each is a party, and (B)authorizing consummation of the transactions
contemplated by this Agreement.

(b)  Certificates of Incumbency. The Borrower and the Guarantor shall have
furnished the Lender with a certificate of its secretary certifying the names of the officers of the
Borrower and the Guarantor authorized to sign the Loan Documents, together with the true
signatures of such officers.

(c) Executed Agreements. Borrower shall have delivered to Lender the
folowing documents, in form and substance satisfactory to Lender and its attorneys, duly exe-
cuted by Borrower and/or each Guarantor:

Q) this Agreement;

(11)  the Note;

(i1}  the Leasehold Mortgage;
(iv)  the Security Agreement;

(v) the Pledge Agreement; and

(vi)  such financing statements or other documents for filing with public
officials with respect to the Security Agreement as the Lender may request.
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(d)° Representations and Warranties. FEach and every representation and
warranty made by or on behalf of the Borrower at the time of or after the execution of this
Agreement relating to the Loan Documents or the transactions contemplated thereby shall be
true, complete and correct on and as of the date such Loan is to be made.

()  No Defaults. There shall exist no Event of Defavlt or Unmatured Default
which has not been cured to the Lender's satisfaction.

()  No Change in Condition. No material adverse change shall have occurred
in the condition, financial or otherwise, of the Borrower or the Guarantor from that existing on
June 30, 2000,

(&)  Recordings and Filings. All financing statements or other instruments as
the Lender may reasonably request have been executed and delivered by the Borrower and filed
or recorded in such public offices as the Lender may request to perfect and maintain the
perfection of the security interests which secure the Loan.

(h)  Insurance. Evidénce of the insurance coverage specified in Section 6.01
shall have been submitted to and approved by Lender. ‘

) (i) Other_Documents. Borrower shall have delivered to Lender any other
documents, in form and substance satisfactory to Lender and its attorneys, that Lender or its
attorneys may reasonably request in order to further protect the security of Lender or evidence
compliance by Borrower with the Loan Documents.

Section 6

General Covenanis

During the term of this Agreement, the Borrower and the Guarantor (as applicable) shall
comply with all of the following provisions:

6.01  Insurance. The Guarantor will at all times keep its insurable properties insured to
such extent and against such risks, including, without limitation, casualty insurance, public
liability insurance, worker’s compensation and other insurance required by law, as customary
with companies of comparable size in the same or similar business, unless higher limits or other
types of coverage are reasonably required in writing by the Lender. With regard to the assets
constituting the Collateral for this Loan, the Guarantor will deliver to the Lender certificates of
each insurer {or such other evidence as may be satisfactory to the Lender) indicating that the
Lender is loss payee or additional insured (long form) regarding such insurance (or additional
insured as to liability insurance). Each such policy will require and the certificates will state, that
no such policy will be terminated without at least thirty (30) days prior written notice having
been delivered to the Lender.

6.02  Taxes and Other Payment Obligations. The Borrower and Guarantor will comply
with or contest in good faith all statutes and governmental regulations and pay all taxes,
assessments, governmental charges, claims for labor, supplies, rent and any other obligation
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which, if unpaid, might become a lien against any of its respective properties except liens for
taxes not yet due and payable and liabilities being contested in good faith with due diligence and
against which reserves satisfactory to the Lender have been established; provided, however, that
the Borrower and Guarantor shall immediately pay or otherwise satisfy any such tax assessment,
government charge, claims for labor, supplies, rent or any other obligation upon commencement
of proceedings to foreclose on any lien securing such taxes, charges or claims,

_ 6.03 Financial Statements. The Borrower and the Guarantor will provide to the
Lender: ‘ '

(a) ~ Annual Statements. Within one hundred eighty (180) days after the close
of each fiscal year financial reports of the Borrower and the Guarantor as of the end of such
fiscal year and the notes thereto, and the related statements of income and retained earnings and
the notes thereto, and a statement of changes in financial position for such fiscal year, setting
forth in each case comparative financial statements for the corresponding period in the preceding
year, all prepared in accordance with Generally Accepted Accounting Principles applied on a
consistent basis;

(b)  Quarterly Statements. Within forty-five (45) days after the close of each
fiscal quarter of each year (except for the fourth and final quarter which may be delivered in one
hundred eight (180) days a balance sheet and profit and loss statement of the Borrower and the
Guarantor certified by an officer of each of the Borrower and the Guarantor to be correct and
accurate, and setting forth in comparative form the corresponding amounts for the corresponding
period during the preceding fiscal year;

(c¢)  Tax Returns. Borrower and Guarantor shall furnish to Lender a copy of
Borrower’s and Guarantor’s federal income tax return and/or K-1 within twenty (20) days after
filing.

(@)  Other. Such other information respecting the financial condition and
operations of the Borrower and Guarantor as the Lender may from time to time reasonably
request.

6.04 [INTENTIONALLY LEFT BLANK].

- 6.05 Other Reports. Additionally, the Borrower and the Guarantor agree that they will
(i) promptly upon receipt thereof, deliver to the Lender any report submitted to the Borrower or
the Guarantor by independent accountants in connection with any annual, interim or special audit
made by them of the books of the Borrower or the Guarantor; (ii) upon becoming available,
promptly deliver to the Lender a copy of all financial statements, reports, notices and proxy
statements sent to stockholders, and a copy of all regular, periodic and special reports filed with
- any securities exchange or with the Securities and Exchange Commission or any governmental
authority succeeding to any or all of the functions of such Commission; and (iii} promptly, from
time to time, fumnish to the Lender, such other information regarding its operations, business
affairs and financial condition as the Lender may reasonably request. The Lender is hereby
authorized to deliver a copy of any financial statement made available by the Borrower or the
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Guarantor to any regulatory authority having jurisdiction over the recipient of such financial
statement.

6.06 Financial Records. The Borrower and the Guarantor shall maintain standard
modein systems of accounting in which full, true and correct entries shall be made of all dealings
or transactions in relation to its business and affairs in accordance with Generally Acceptable
Accounting Principles applied on a basis consistent with prior years and, without limitation,
making appropriate accruals for estimated contingent losses and liabilities.

6.07 Inspection. The Borrower and the Guarantor will permit any officer of the Lender
designated in writing by the Lender, to visit and inspect any of their properties, corporate books
and financial records at such times as the Lender may reasonably request upon reasonable notice
and during ordinary business hours.

6.08  Accountants Review. Upon the written request of the Lender, the Borrower and
the Guarantor will authorize any officer of the Lender to discuss their financial statements and
financial affairs at any time from time to time with the Borrower's or the Guarantor’s accountants
upon reasonable notice and during ordinary business hours.

6.09 Notice Reguirements.

(a)  Default. The Borrower will deliver to the Lender forthwith, upon any
officer's obtaining knowledge of an Event of Default under this Agreement or an event of default
under any of the Loan Documents or an event which would constitute such an event of default
but for the requirement that notice be given or time elapse or both, a certificate of the chief
executive officer, chief financial officer or treasurer of the Borrower specifying the nature and
period of existence thereof and what action the Borrower proposes to take with respect thereto.

(b)  Other Notices. The Borrower will notify the Lender in writing within five
(5) business days of the occurrence of any of the following with respect to the Borrower or the
Guarantor:

. (1)  the pendency or commencement of any material action, suit or
proceeding at law or in equity;

(2)  any event or condition which shall constitute an event of default
under any other agreement for borrowed money;

(3)  any levy of an attachment, execution or other process against its
assets; and

(4)  any material change in any existing agreement or contract which
may adversely affect its business or affairs, financial or otherwise.

6.10  Note and Security Instruments. The Borrower shall pay the Note in accordance
with its terms, covenants and conditions, and the Borrower and the Guarantor shall comply with
the terms, covenants and conditions of the Security Instruments.
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6.11 Compliance with Law. The Borrower and the Guarantor shall comply in all
material respects with (i) all valid and applicable statutes, rules and regulations of the United
States of America, of the States thereof and their counties, municipalities and other subdivisions
and of any other jurisdiction applicable to them; (ii) the orders, judgments and decrees of all
courts or administrative agencies with jurisdiction over them; or its business; and (iii) the
provisions of licenses issued to the Borrower or the Guarantor except where compliance
therewith shall be currently contested in good faith by appropriate proceedings, timely instituted,
which shall operate to stay any order with respect to such non-compliance. -

6.12  Subordination.

(a)  Subordination. Until all indebtedness of Borrower to Lender is fully paid,
and all terms, covenants and conditions of this Agreement and the Security Instruments are
complied with by Borrower, the Guarantor agrees that at all times from and after the date it
receives any notice either of an Event of Default by Borrower under this Agreement or of any
condition or event which would be an Unmatured Default under this Agreement or the Security
Instruments, the Guarantor shall not ask, demand, sue for, take or receive from Borrower, by
set-off or in any other manner, all or any part of any monies, principal or interest thereon, now or
hereafter owing by Borrower to it, nor any security therefor, unless and until that Guarantor
receives notice from Lender that such Event of Default or Unmatured Default is waived or cured.

(b)  Distribution of the Assets of Borrower. The Guarantor agrees that in the
event of (i)any distribution, division or application, partial or complete, voluntary or
involuntary, by operation of law or otherwise, of all or any part of the assets of the Borrower, the
proceeds thereof to creditors of the Borrower or upon any indebtedness of the Borrower which
are collateral under this Loan, by reason of the liquidation, dissolution or other winding up of
Borrower or its business, or (ii) any sale, recetvership, insolvency or bankruptey proceeding, or
any assignment for the benefit of creditors, or any proceeding by or against the Borrower for any
relief under any bankruptcy or insolvency law relating to the relief of debtors, readjustment of
indebtedness, reorganization, composition or extension; then and in any such event, any payment
or distribution of any kind or character, either in cash, securities or other property, which shall be
payable or deliverable upon or with respect to any or all indebtedness of Borrower to Guarantor,
shall be paid or delivered directly to Lender for application on the Loan due or not due, until the
indebtedness of Borrower to Lender is fully paid and all provisions of this Agreement are sat-
isfied or secured. In either such event, Guarantor irrevocably authorizes and empowers Lender
to demand, sue for, collect and receive every such payment or distribution, give acquittance
therefor and te file claims and take such other proceedings in the name of Lender, in the name of
the Guarantor or otherwise, as Lender may deem necessary or advisable for the enforcement of
this Agreement. The Guarantor shall execute and deliver to Lender such powers of attorney,
‘assignments or other instruments as may be requested by Lender in order to enable Lender to
enforce any and all claims upon or with respect to any or all indebtedness of Borrower to
Guarantor, and to collect and receive any and all payments or distributions which may be
payable or deliverable at any titne upon or with respect to any such indebtedness of Borrower to
Guarantor.

(©) Payments Received from Borrower. Should any payment, distribution,
security or proceeds thereof be received by any Guarantor upon or with respect to any
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indebtedness of Borrower to Guarantor after the date Guarantor receives notice of an Event of
Default by Borrower under this Agreement or an event or condition which could result in an
Unmatured Default under this Agreement or the Security Instruments, then Guarantor shall forth-
with deliver the same to Lender in precisely the form received (except for endorsement or
assignment where necessary), for application under this Agreement or the Security Instruments,

and, until so delivered, the same shall be held in trust by Guarantor as property of Lender. In the
event that Guarantor fails to make any such endorsement or assignment, then Lender, its officers
or employees on its behalf, are irrevocably authorized to make the same.

{(d)  Limitation on Assignment. The Guarantor shall not assign or transfer
voluntarily or by operation of law to others any claim they possess or may possess against
Borrower while any of the indebtedness of Borrower to Lender remains unpaid, unless such
assignment or transfer is made expressly subject to this Agreement

()  Notice of Subordination. All notes or other evidences of indebtedness
accepted by any Guarantor from Borrower shall contain a specific statement therein that the
indebtedness thereby evidenced is subject to the terms, covenanis and conditions of this
Agreement.

6.13 Liens. Except for security interests granted by the Borrower and the Guarantor to
the Lender contemporaneously with the execution of this Agreement, liens permitted in this
Agreement, and liens created in the Security Instruments, the Borrower and Guarantor shall not
(i) create or incur or suffer to be created or incurred or to exist any encumbrance, mortgage,
pledge, lien, charge, restriction or other security interest of any kind upon any of the Collateral,
whether owned or held on the date of this Agreement or acquired thereafter, or upon the income
or profits therefrom, or (ii) transfer any such Collateral or the income or profits therefrom for the
purpose of subjecting the same to payment of indebtedness or performance of any other obli-
gation except payments made in accordance with this Agreement or payments made to the
Lender in accordance with the terms and provisions of this Agreement, or (iii) acquire, or agree
or have an option to acquire, any Collateral upon conditional sale or other title retention or pur-
chase money security agreement, device or arrangement, or (iv) sell or transfer, assign, or pledge
any Collateral, with or without recourse. The Borrower and Guarantor may incur or create, or
suffer to be incurred or created or to exist, the following liens without violating the provisions of
this Section 6.13:

(a) Statutory lens to secure claims for labor, material or supplies to the extent
that payment thereof shall not at the time be required to be made in accordance with this
Agreement. :

(b) Deposits or pledges made in connection with, or to secure payment of,
workers' compensation, unemployment insurance, old age pensions or other social security, or in
connection with contests, to the extent that payment thereof shall not at that time be required to
be made in accordance with of this Agreement.

{c) Statutory liens for taxes or assessments or governmental charges or levies
if payment shall not at the time be required to be made in accordance with this Agreement,
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(d)  Purchase money liens or security interests with respect to property
acquired by the Borrower or the Guarantor with the Lender's prior written consent, which shall
not be unreasonably withheld.

(e)  Statutory liens (and contractual liens that provide to the secured party no
greater rights than equivalent statutory liens) to secure payment of rent or lease payments with
respect to leases of real property to the extent that such payments shall not at the time be required
to be made in accordance with this Agreement.

6.14  Limited Liability Company Existence and Good Standing. The Borrower and the
Guarantor shall preserve their corporate/limited liability company existences in good standing
and shall be and remain qualified to do business and in good standing in all states and countries
in which they are required to be so qualified.

6.15  Articles of Incorporation and Bylaws. Without the Lender's prior written consent,
which shall not be withheld or delayed unreasonably, the Borrower and the Guarantor shall not
make any changes in or amendments to their articles of incorporation or articles of organization.

6.16 Dividends. Without the prior written consent of the Lender, the Borrower and
Guarantor shall not declare and pay, or set apart any sum for the purpose of payment of, any
Dividend. -

6.17 Mergers, Sales, Transfers and Other Dispositions of Assets. Without the Lender's
prior written consent, which shall not be unreasonably withheld or delayed, the Borrower and
Guarantor shall not: '

(a) Be a party to any consolidation or merger;

(b) Sell or otherwise transfer any material part of their assets;

(c) Purchase all or a substantial part of the capital stock or assets of any
corporation or other business enterprise;

(d) Effect any change in their capital structure;

(e) Sell, assign, or otherwise dispose of, with or without recourse, settle or
compromise any of their accounts receivable or notes receivable or other intangibles, except the
endorsement of negotiable instruments for the purpose of collection in the ordinary course of
business and as permitted in the Loan Documents; or

H Liquidate or dissolve or take any action with a view toward liquidation or
dissolution.

6.18 Loans. The Borrower and Guarantor shall not make any loan or advance any
funds whatsoever to any business, entity, party or individual.
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Section 7

Representations and Warranties

To induce the Lender to enter into this Agreement and to make the Loan, the Borrower
and Guarantor, respectively represent and warrant to the Lender as follows:

7.01 Corporate Organization and Existence. The Borrower is a corporation duly
organized, validly existing, and in good standing under the laws of the Commonwealth of
Kentucky. The Borrower has all necessary power and authority to carry on its business
conducted on the date of this Agreement. The Borrower is qualified to do business as a foreign
corporation, and is in good standing, in all states and in all foreign countries in which it owns any
property or carries on substantial activities or is otherwise required to be so qualified, and is duly
authorized, qualified and licensed under all laws, regulations, ordinances or orders of public
authorities to carry on its business in the places and in the manner conducted on the date of this
Agreement.

7.02  Corporate Organization and EBxistence. The Guarantor is a limited liability
company duly organized, validly existing, and in good standing under the laws of the
Commonwealth of Kentucky. The Guarantor has all necessary power and authority to carry on
its business conducted on the date of this Agreement.

7.03 Right to Act. No registration with or consent or approval of any governmental
agency of any kind is required for the execution, delivery, performance and enforceability of the
Loan Documents. The Borrower and Guarantor have full power and authority, corporate and
otherwise, to execute, deliver and perform the Loan Documents.

7.04 No Conflicts. The Bormrower and the Guarantor’s execution, delivery and
performance of the Loan Documents does not, and will not, (2) violate any existing provision of
(i) the articles of incorporation or bylaws of the Borrower, (ii) the Operating Agreement of the
Guarantor, or (iii) any law, rule, regulation, or judgment, order or decree applicable to the
Borrower and Guarantor or (b) otherwise constitute a default, or result in the imposition of any
lien under (1) any existing contract or other obligation binding upon the Borrower and Guarantor
or their property, with or without the passage of time or the giving of notice or both; (2) any law,
rule or regulation applicable to the Borrower and the Guarantor or their business; or (3) any
judgment, order or decree of any court or administrative agency applicable to the Borrower and
the Guarantor and their business.

7.05  Authorization. The execution, delivery and performance by the Borrower and the
Guarantor of the Loan Documents has been duly authorized, and the Loan Documents have been
‘duly executed and delivered and constitute legal, valid and binding obligations enforceable
against the Borrower and the Guarantor, respectively.

7.06 Litigation and Taxes.

(a) There is no litigation, at law or in equity, or any proceeding before any
federal, state or municipal court, board or other governmental or administrative agency pending,
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or to the knowledge of the Borrower or Guarantor, threatened which is likely to involve any

material judgment or liability against the Borrower or Guarantor or which might otherwise result

in any material adverse change in the Borrower and Guarantor’s business, assets or condition,

financial or otherwise. No judgment, decree or order of any federal, state or municipal court,

board or other governmental or administrative agency has been issued against the Borrower or.
Guarantor or any of their assets which has, or might have, a material adverse effect on the

Borrower and Guarantor’s business, assets or condition, financial or otherwise.

(by  The Borrower and Guarantor have filed all tax returns which are required
to be filed and have paid, or made adequate provision for the payment of, all taxes which have or
may become due pursuant to such returns or pursuant to assessments received. The Borrower
and Guarantor know of no material additional assessments for which adequate reserves have not
been established, and the Borrower and Guarantor have made adequate provision for all current
taxes.

7.07  Compliance with Contractual Obligations, Laws and Judgments.

(2)  The Borrower and Guarantor are not in default in the payment,
performance, observance or fulfillment of any of the material obligations, covenants or
conditions contained in any lease, indenture, mortgage, deed of trust, promissory note, agreement
or undertaking to which they are a party or by which its assets are bound.

(b)  The Borrower and Guarantor have not violated any applicable statute,
regulation or ordinance of the United States of America or of any state, municipality or any other
subdivision, jurisdiction or agency thereof, in any respect materially and adversely affecting the
Borrower's and Guarantor’s business, property, assets, operations or conditions, financial or
otherwise.

(¢)  The Borrower and Guarantor are not in default with respect to any
}udgment order, writ, injunction, decree or demand of any court, arbitrator or governmental
agency or body.

7.08 Trademarks and Permits. The Borrower and Guarantor possess adequate licenses,
patents, copyrights, trademarks and trade names to conduct their businesses as now conducted.
Neither the Borrower, the Guarantor nor any of their officers, directors or employees have
received notice or has knowledge of any claim that the Borrower or Guarantor have violated any
other person's license, patent, copyright, trademark or trade name, or that the Borrower's and
Guarantor’s licenses, patents, copyrights, trademarks or trade names are currently being
infringed. The Borrower and Guarantor have all governmental permits, certificates, consents and
franchises necessary to carry on their businesses as now conducted and to own or lease and
operate their properties as now owned, leased or operated. All such governmental permits,
certificates, consents and franchises are valid, and in effect, and the Borrower and Guarantor are
not in violation thereof, and none of them contains any term, provision, condition or limitation
more burdensome than generally applicable to persons engaged in the same or similar business.

7.09 Disclosure. Neither this Agreement, nor any agreement, document, certificate or
statement furnished to the Lender by or on behalf of the Borrower and Guarantor in connection
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with the transactions contemplated by this Agreement contains any untrue statement of any
material fact or omits to state any material fact necessary to make the statements contained
herein or therein not misleading. There is no fact known to the Borrower which materially and
adversely affects, or in the future is likely to materially and adversely affect, the Borrower's or
the Parent's business, operations, affairs or condition, financial or otherwise, which has not been
disclosed to the Lender.

Section 8§

Events of Default

The occurrence of any one or more of the following shall constitute an Event of Default
under this Agreement (an "Event of Default"):

8.01 Failure to Pay. If Borrower fails to pay in full when due any installment of
principal of the Note or interest thereon.

8.02 'No Notice Required. If Borrower or Guarantor fail to observe, perform or comply
with any term, obligation, covenant, agreement, condition or other provision contained in
Sections 6.01, 6.16, 6.17, and 6.18 of this Agreement.

8.03 Notice Required; Period to Cure. If Borrower or Guarantor fail to observe,
perform or comply with any term, obligation, covenant, agreement, condition or other provision
contained or referred to in this Agreement (other than those referred to in Section 8.02 hereof),
and such failure is not fully cured within thirty (30} days after Lender gives written notice
thereof to Borrower and Guarantor.

8.04 Falsity of Representation or Warranty. If any representation or warranty or other
statement of fact contained in any of the Loan Documents or in any writing, certificate, report or
statement at any time furpished the Lender by or on behalf of the Borrower or Guarantor
pursuant to or in connection with this Agreement or the Loan shall have been false or misleading
in any material respect or which shall omit a material fact, whether or not made with knowledge,
at the time it was made.

8.05 Judgments. If a final judgment or judgments for the payment of money in excess
of the sum of Fifty Thousand Dollars {$50,000.00) in the aggregate, or with respect to property
with a value in excess of such amount, shall be rendered against the Borrower or the Guarantor
and such judgment(s} remains unsatisfied and not covered by insurance or not bonded to the
satisfaction of Lender for a period of 30 consecutive days after the entry thereof and within that
30-day period is (a) stayed pending appeal, or (b) discharged.

8.06  Adverse Financial Change. If there should be any material adverse change in the
financial condition of the Borrower or any Guarantor as determined in the Lender's reasonable
discretion.

8.07 Qther OQbligations to the Lender and its Affiliates. If Borrower fails to observe,
perform or comply with the terms, obligations, covenants, agreements, conditions or provisions
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of any agreement, document or instrument which Borrower entered into with Lender, other than
the Loan Documents, -

8.08 Dissolution or Termination of Existence. If the Borrower, Guarantor or any
person, firm or corporation affiliated with if, takes any action that is intended to result in the
termination, dissolution or liguidation of the Borrower.

8.09 Solvency.

(a) If the Borrower or Guarantor shall (1) have an order of relief entered in
any proceeding filed by them under the federal bankruptcy laws (as in effect on the date of this
Agreement or as they may be amended from time fo time); (2) admit their inability to pay their
debts generally as they become due; (3) become insolvent in that their total assets are in the
aggregate worth less than all of their liabilities or they are unable to pay its debts generally as
they become due; (4) make a general assignment for the benefit of creditors; (5) file a petition, or
admit (by answer, default or otherwise) the material allegations of any petition filed against
them, in bankruptcy under the federal bankruptcy laws (as in effect on the date of this Agreement
or as they may be amended from time to time}), or under any other law for the relief of debtors, or
for the discharge, arrangement or compromise of their debts; or (6) consent to the appointment of
a receiver, conservator, trustee or liquidator of all or part of their assets.

(b}  If a petition shall have been filed against the Borrower or Guarantor in
proceedings under the federal bankruptcy laws (as in effect on the date of this Agreement, or as
they may be amended from time to time), or under any other laws for the relief of debtors, or for
the discharge, arrangement or compromise of their debts, or an order shall be entered by any
court of competent jurisdiction appointing a receiver, conservator, trustee or liquidator of all or
part of the Borrower's or Guarantor’s assets.

Section 9

Remedies Upon Default

Notwithstanding anything to the contrary, if any Event of Default under this Agreement
occurs, the Lender, in its sole discretion, and without notice to the Borrower or Guarantor, may
declare the entire unpaid balance of the Note, and all other obligations of the Borrower and the
Guarantor under this Agreement fo be immediately due and payable in full, without any
presentment, demand or notice of any kind, all of which are hereby waived by the Borrower and
Guarantor. In addition, upon the occurrence of any Event of Default, and at any time thereafter,
unless all Events of Default have been remedied to the full satisfaction of the Lender or waived
in a writing signed by the Lender specifically providing the waiver, the Lender shall have all of
the following rights and remedies and it may exercise one or more of them singly or in
conjunction with others.

9.01  Right to Offset. The Lender shall have the right to set off against, or appropriate
and apply toward the payment of, the obligations of the Borrower and the Guarantor to the
Lender, pursuant to this Agreement or as evidenced by the Note or the Guaranty whether such

15




PSC Request 54(a) -

Q.0 -

Attachment L!
Page 62 of 92 q g’

obligations shall have matured in due course or by acceleration, any and all balances and other
- sums and indebtedness then held or owed by the Lender to or for the credit or account of the
Borrower or the Guarantor. For such purpose the Borrower and the Guarantor hereby pledge to
and grant a security interest in such balances, other sums and indebtedness of the Lender to
secure all of the Borrower's and the Guarantor’s obligations under this Agreement, the Note and
the Guaranty. Such offsets following an Event of Default may occur without notice to or
‘demand upon the Borrower or any other person, all of such notices and demands being hereby
waived.

9.02 Enforcement of Rights. The Lender shall have the right, to proceed to protect and
enforce its rights by suit in equity, action at law or other appropriate proceedings either for
specific performance of any covenant or condition contained in any of the Loan Documents, or
in aid of the exercise of any power granted in any of the Loan Documents.

9.03  Rights Under Security Instruments. The Lender shall also have all rights and
remedies granted it under any and all of the Security Instruments securing or intending to secure
the Borrower’s obligations under the Note or any other indebtedness or obligation of the
Borrower and Guarantor under the Loan Documents.

9.04 Cumulative Remedies. All of the rights and remedies of the Lender upon
occurrence of an Event of Default shall be cumulative to the greatest extent permitted by law,
may be exercised successively or concurrently, from time to time, and shall be in addition to all
of those rights and remedies afforded the Lender at law, or in equity, or in bankruptcy.
Notwithstanding the foregoing, the Lender shall be entitled to recover from the cumulative
exercise of all remedies an amount no greater than the sum of (i) the outstanding principal
amount of the Loan, (ii) all accrued but unpaid interest with respect to the principal amount of
the Loan, (iii) any other amounts that the Borrower is required by this Agreement to pay to the
Lender (for example, and without limitation, the reimbursement of expenses and legal fees, and
late charges), and (iv) any costs, expenses or damages which the Lender is otherwise permitted
to recover by the terms of this Agreement, the Security Instruments, and the other Loan
Documents. Any exercise of any right or remedy shall not be deemed to be an election of that
right or remedy to the exclusion of any other right or remedy.

Section 10

Fees and Expenses

10.01 Transaction Expenses. The Borrower shall pay to the Lender upon demand all
out-of-pocket expenses incurred by the Lender in connection with the transactions contemplated
by this Agreement, including, but not limited to, the Lender's reasonable attorneys' fees incurred
in preparing the Loan Documents and any and all costs and fees incurred in connection with the
recording or filing of any documents or instruments in any public office, pursuant to or as a
consequence of this Agreement, or to perfect or protect any security for the Loan. The Borrower

shall also pay to the Lender upon demand all out-of-pocket expenses incurred from time to time

in the administration of the Loan, including without limitation any out-of-pocket expenses
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(including, but not limited to, attorneys fees) incurred by the Lender if any of the Loan
Documents should be amended, extended and/or renewed from time to time.

10.02 Enforcement Expenses. If any Event of Default shall occur under this Agreement,
or any default shall occur under any of the Loan Documents or any related documents, the
Borrower shall pay to the Lender, to the extent allowable by applicable law, such amounts as
shall be sufficient to reimburse the Lender fully for all of its costs and expenses incurred in
enforcing its rights and remedies under the Loan Documents and any related documents,
including without limitation the Lender's reasonable attorneys' fees and court costs. Such
amounts shall be deemed to be included in the obligations secured by the Security Instruments.

Section 11

Miscellaneous Provisions

11.01 No Waivers. Failure or delay by the Lender in exercising any rights shall not be
deemed to be or operate as a waiver of that right, nor shall any right be exclusive of any other
right referred to in this Agreement, or in any other refated document, or available at law or in
equity, by statute or otherwise. Any single or partial exercise of any right shalil not preclude the
further exercise of that right. Every right of the Lender shall continue in full force and effect
until such right is specifically waived in a writing signed by the Lender.

11.02 Course of Dealing. No course of dealing between the Borrower or the Guarantor
and the Lender shall operate as a waiver of any of the Lender's rights under any of the Loan
Documents.

11.03 Waivers by the Borrower and the Guarantor. The Borrower and Guarantor hereby
waive, to the extent permitted by applicable law, (a)all preseniments, demands for
performances, notices of nonperformance {except to the extent specifically required by this
Agreement or any other of the Loan Documents), protests, notices of protest and notices of
dishonor in connection with the Note (b) any requirement of diligence or promptness on the part
of the Lender in enforcement of its rights under the provisions of any of the Loan Documents,
and (c) any requirement of marshalling assets or proceeding against persons or assets in any
particular order.

11.04 Severability. If any part, term or provision of this Agreement is held by any court
to be unenforceable or prohibited by any law applicable to this Agreement, the rights and obliga-
tions of the parties shall be construed and enforced with that part, term or provision limited so as
to make it enforceable to the greatest extent allowed by law, or, if it is totally unenforceable, as if
this Agreement did not contain that particular part, term or provision.

11.05 Time of the Essence. Time shall be of the essence in the performance of all of the
Borrower's and the Guarantor’s obligations under the Loan Documents.

11.06 Benefit and Binding Effect. This Agreement shall inure to the benefit of Lender
its legal representatives, successors and assigns. All obligations of Borrower and Guarantor
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contained herein shall bind them, their successors, respective heirs, legal representatives and if
Lender consents in writing to an assignment of this Agreement by Borrower or the Guarantor,
then their assigns.

11.07 Further Assurances, The Borrower and Guarantor shall sign such financing
statements or other documents or instruments as the Lender may request from time to time more
fully to create, perfect, continue, maintain or terminate the rights and security interests intended
to be granted or created pursuant to this Agreement or the Security Instruments.

11.08 Incorporation by Reference. All schedules, annexes or other attachments to this
Agreement are incorporated into this Agreement as if set out in full at the first place in this
Agreement that reference is made thereto.

11.09 Entire Agreement; No Oral Modifications. This Agreement, the schedules and
annexes hereto, and the documents and instruments referred to herein constitute the entire
agreement of the parties with respect to the subject matter hereof, and supersede all prior
understandings with respect to the subject matter hereof. No change, modification, addition or
termination of this Agreement or any of the Loan Documents shall be enforceable unless in
writing and signed by the party against whom enforcement is sought.

11.10 Headings. The headings used in this Agreement are included for ease of reference
only and shall not be considered in the interpretation or construction of this Agreement.

11.11 Governing Law. This Agreement and the related documents and instruments shall
be governed by and construed in accordance with the laws of the Commonwealth of Kentucky.

11.12 Assignments. Borrower and Guarantor shall not assign their respective rights
under this Agreement to any other party, unless Lender consents in writing to the assignment.
Any attempted assignment shall be a default under this Agreement and shall be null and void,
except as noted in this Section 11.12.

11.13 Multiple Counterparts.

(a)  This Agreement may be signed by each party upon a separate copy, and.in .
such case one counterpart of this Agreement shall consist of enough of such copies to reflect the
signature of each party.

(b)  This Agreement may be executed in two or more counterparts, each of
which shall be deemed an original, and it shall not be necessary in making proof of this
Agreement or the terms thereof to produce or account for more than one of such counterparts.

11.14 Notices.
(8}  Any requirement of the Uniform Commercial Code or other applicable

law of reasonable notice shall be met if such notice is given at least ten (10) business days before
the time of sale, disposition or other event or thing giving rise to the requirement of notice.
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(b)  Except as provided in subsection (c) below, all notices or communications
under this Agreement shall be in writing and shall be hand-delivered, sent by courier, or mailed
to the parties addressed as follows, and any notice so addressed and (1) hand-delivered, shall be
deemed to have been given when so delivered, or (2) mailed by registered or certified mail,
return receipt requested, shall be deemed to have been given when mailed, or (3) delivered to a
recognized small package overnight courier service to the address of the intended recipient with
shipping prepaid, shall be deemed to have been given when so delivered to such courier:

(1)  If to the Borrower:

Jackson Energy Services Corporation
Highway 21 South

P.O. Box 307

McKee, Kentucky 40447

Attention: Donald Schaefer, President

(2) Iftothe Lender:

East Kentucky Power Cooperative, Inc,

P.O. Box 707

Winchester, Kentucky 40392

Aftention: Dale W. Henley, General Counsel

(3) Ifto the Guarantor

Jackson Energy Propane Plus LLC

181 Barbourville Highway

London, Kentucky 40741}

Attention: Donald Schaefer, President

(c) The Borrower, Guarantor and the Lender may at any time, and from time
to time, change the address or addresses to which notice shall be mailed by written notice sefting
forth the changed address or addresses.

11.15 Survival of Covenants. All covenants, agreements, warranties and representations
made by the Borrower and Guarantor herein shall survive the making of the Loan and the
execution and delivery of the Loan Documents.

11.16 Jurisdiction and Venue; Waiver of Jury Trial. The Borrower and Guarantor
consent to the Laurel County, Kentucky Circuit Court and the Federal District Court for the
Eastern District of Kentucky, as the sole and exclusive forum for enforcement of this
Assignment, and waive any objection to any such action based upon lack of personal or subject
matter jurisdiction or improper venue. The Borrower and Guarantor agree that any action or
proceeding may be served by mailing a copy thereof by certified mail, or any substantial or
similar form of mail addressed to the Borrower and the Guarantor at their respective address first
above written. To the fullest extent applicable law, Borrower and Guarantor waive any right
they may have to trial by jury.
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11.17 Acknowledgment. The Borrower and Guarantor acknowledge that they have each
received a copy of this Agreement and each of the other Loan Documents, as fuily executed by
the parties thereto. The Borrower and Guarantor acknowledge that they (a) have READ THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS OR HAVE CAUSED SUCH
DOCUMENTS TO BE EXAMINED BY THE BORROWER'S OR GUARANTOR’S
REPRESENTATIVES OR ADVISORS; (b) are thoroughly familiar with the transactions
contemplated in this Agreement and the other Loan Documents; and (c) together with the
Borrower's and Guarantor’s representatives or advisors, if any, have had the opportunity to ask
such questions to representatives of the Lender, and receive answers thereto, concerning the
terms and conditions of the transactions contemplated in this Agreement and the other Loan
Documents as the Borrower and Guarantor deem necessary in connection with the Borrower's
and Guarantor’s decision to enter into this Agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, Borrower and Lender, acting by and through their duly authorized

officers, and the Guarantor has duly executed this Agreement as of the date first set forth above

k]

but actually on the dates set forth below,

LENDER

BORROWER

GUARANTOR

EAST KENTUCKY POWER COOPERXTIVE, INC.

/4
Roy'M. Pa)l(,
President

Julys™
Date: awbéé_y_m , 2000

JACKSON ENERGY SERVICES CORPORATION

Donald Schaefer,
President

July 5~
Date: Juwe=3£, 2000

JACKSON ENERGY PROPANE PLUS LLC

vy bbnet LS L

Donald Schaefer, /
President

Terly 5

Date: Jume=50, 2000
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EXHIBIT “A”
PROPERTY DESCRIPTION
Propane Office Space
Description

Within the structure of the Jackson Energy Cooperative Corporation London District Warehouse
facility, An office space 16 feet wide by 24 feet long with external entrance/exit access and
internal entrance/exit access; and

Propane Storage Tank
Description

The real property situated in the city of London, Laurel County, Commonwealth of Kentucky,
with an address of 177 Barbourville Road, London, Kentucky 40741 and more particularly
described as follows: :

Within the premises of Jackson Energy Cooperative Corporation London District as described in
recorded Deed in Plat Cabinet 1-A, at Page 117 in the Laurel County Court Clerk’s office,
beginning approximately 50 feet North and 60 feet East of the corner of the fenceline bordeting
ECRN Corporation and Industry Road and continuing 60 feet North parallel to fenceline
bordering ECRN Corporation, thence 25 feet East, thence 60 feet South and thence 25 feet West
to beginning point, with loading/unloading access provided through entrance/exu of fenced
gateway accessed from Industry Road.
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LOAN AGREEMENT

This is a Loan Agreement (this "Agreement") dated as of the 30™ day of Juné, 2000, by
and between : '

EAST KENTUCKY POWER COOPERATIVE, INC.
P.O. Box 767
Winchester, Kentucky 40392 . (the "Lender™);

SHELBY ENERGY SERVICES CORPORATION
620 Old Finchville Road ‘
Shelbyville, Kentucky 40065 (the “Borrower”) -

and

SHELBY ENERGY PROPANE PLUSLLC
1891 Isaas Shelby Drive |
Shelbyville, Kentucky 40065 (the “Guarantor™)

RECITAL

This Agreement is being entered into to provide for a loan in the principal amount of
Nine Hundred Forty-Two Thousand Two Hundred Fifty-Three Dollars ($942,253.00), which
loan is to be used to enable the Borrower to acquire the outstanding fifty percent (50%)
membership interest in the Guarantor currently held by Thermogas Energy L.L.C. (Borrower
already owning a fifty percent (50%) membership interest in the Guarantor), to provide the
Borrower and Guarantor with operating capital and for such other purposes as Lender may
permit.

NOW, THEREFORE, the Borrower, the Guarantor and the Lender agree as follows:

Section 1

Definitions

As used in this Agreement, the following terms shall have the following meanings and

the meanings assigned to them shall be equally applicable to both the singular and plural forms
of the terms defined:

"Loan Documents" shall mean, collectively, this Agreement and all agreements,
documents, and instruments to be executed by the Borrower or the Guarantor which relate to this
Agreement, including, but not limited to, the Note and the Security Instruments.

"Collateral” shall mean the property liened, pledged or efcumbered by the Loan
Documents.



PSC Request 54(a)
Attachment
Page 71 of 92

"Dividend" shall mean any amount declared or paid, or set apart by the Borrower for the
purpose of payment of, (a) any dividend or other distribution on or in respect of any shares of
any class of the Borrower's capital stock, or (b)the purchase, retirement, reacquisition or
redemption of any shares of any class of the Borrower's capital stock, or (c) any distribution by
way of reduction of capital, or (d) any other distribution on or in respect of any shares of any
class of the Borrower's capital stock.

"Event of Default" shall mean any one of the occurrences which are Events of Default
under Section VIII of this Agreement.

“Generally Accepted Accounting Principles” shall mean those principles of accounting
set forth in pronouncements of the Financial Accounting Standards Board, the American Institute
of Certified Public Accountants, as such principles are from time to time supplemented and
amended. , '

"Indebtedness” shall mean all obligations, contingent or otherwise, which, in accordance
with Generally Accepted Accounting Principles shall be classified on the obligor's balance sheet
as liabilities.

“Index Rate" shall have the meaning set forth in Section 3.01.

"Loan" shall mean the loan made by the Lender to the Borrower in the principal amount
of Nine Hundred Forty-Two Thousand Two Hundred Fifty-Three Dollars ($942,253.00).

“Maturity Date” shall mean June 30, 2015.

"Note" shall mean the promissory note of Borrower dated June 30, 2000, evidencing the
obligation of Borrower to repay the loan, and any note delivered in renewal, replacement,
substitution, extension or novation thereof.

"Person” shall mean any individual, partnership, association, trust, corporation or other
entity.

"Security Instruments” shall mean all of the instruments, documents and agreements
referred to in Section 4.01.

"Uniform Commeicial Code” shall mean the Uniform Commercial Code as in effect in
the Commonwealth of Kentucky.

"Unmatured Default" shall mean the happening of any material breach under this
Agreement, including but not limited to failure to pay any installment of principal or interest of
the Note when due, or a breach of the financial covenants under this Agreement, or other similar
material breach the happening of which, together with the giving of any required notice or the
passage of any required period of time, would constitute an Event of Default.
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Section 2

- The Loan
Iender establishes a Loan in favor of Borrower as follows:

2.01  Amount. Subject to Section 5.02 of this Agreement, the principal amount of the
Loan shall be Nine Hundred Forty-Two Thousand Two Hundred Fifty-Three Dollars
($942,253.00).

2.02  Term. The Loan shall become effective as of the date hereof. Unless the Loan is
sooner terminated as provided in this Agreement, the Loan shall continue in effect untii the close
of business on June 30, 2015.

Section 3

Payments of the Loan

3.01 Interest Rate. The unpaid principal balance of the Loan shall bear interest at an
annual rate equal to the Index Rate minus one-half of one percent (.50%). “Index Rate” shall
mean “Prime Rate” as published in the “Money Rates” section of The Wall Street Journal. The
Index Rate shall be adjusted annually on each anniversary of the Looan. The Index Rate as of the
date hereof is nine and one half percent (9.5%).

3.02 Principal and Interest Payments. Borrower shall make sixty (60) monthly
payments of interest only on this Loan commencing on August 1, 2000 and continuing on the
first (1*) day of each month and every month thereafter. Borrower shall make monthly payments
of principal and interest on this Loan, beginning on August 1, 2005, and continuing on the Ist
day of each and every month thereafter; until the outstanding principal balance of this Loan, and
all accrued interest, shall be paid in full; provided however that all outstanding principal and
accrued interest shall be due and payable in full on the maturity date.

3.03  Prepayments of Note. Borrower shall have the right at any time, and from time to
time, without penalty or premium to prepay the Note in whole or in part. All prepayments made
with respect to the Note shall be applied first to penalties, if any, owed by the Borrower to the
Lender, second, to accrued but unpaid interest with respect to the Note, then to installments of
principal under the Note in the reverse order of their maturity.

3.04 Late Charge and Default Rate of Interest. If any payment due under the Note is
not received by Lender within ten (10) days of the date it is due, then a late charge of five
percent (5.00%) of the amount of the overdue payment may be charged by the holder of the
Note. Upon maturity, whether by acceleration or otherwise, or upon the occurrence of an Event
of Default hereunder, in addition to any and all other remedies to which the holder may be
entitled, the applicable rate of interest on the Note shall be increased to five percent (5.00%) per
annum in excess of the Index Rate.
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Section 4

Security for the Loan

4.01 Sécuritv for the Loan. The Note and the Loan evidenced thereby is and shall be
secured by and entitled to the benefits of all of the following:

(a) Mortgage. The Loan shall be secured by a mortgage on real property
located in Shelby County, Kentucky, as more particularly described on Exhibit “A” attached
hereto and made a part hereof, pursuant to a Mortgage dated June 30, 2000, between Shelby
Energy Propane Plus LLC and the Lender (the “Mortgage”).

(b) = Security Agreement. The Loan shall be secured by a security interest in
all of Guarantor’s right, title and interest in and to the following property (the “Security
Agreement”): :

) all accounts and accounts receivable, whether now existing or
hereafter arising; '

(i)  all inventory, whether now owned or hereafter acquired;

(iii)  all equipment, machinery, furniture, fixtures, supplies, raw
materials, work in progress, and motor vehicles, whether now owned or hereafter acquired;

(iv)  all general intangibles, deposit accounts, lefters of credit,
instruments, contract rights, tax refunds, and insurance proceeds;

V) all goods, instruments, documents of title, policies and certificates
of insurance, securities, membership interests, chattel paper, deposits, cash or other property
owned by the Guarantor or in which it has an interest.

(vi)  All accessories, attachments, parts, accessions and repairs, and all
substitutions, replacements and additions thereto and all proceeds (including insurance proceeds)
and products therefrom; and

(vil) Lender’s security interest shall specifically include Guarantor’s
interest in and the right to obtain from the Guarantor all the physical media on which records of
accounts or accounts receivable are kept, mecluding but not limited to: optical disk, software and
operating systems necessary to render electronically encoded material meaningful, microfiche
and microfilm and any and all hardware and equipment necessary for the reading of or to render
meaningful the physical media on which records are kept.

{c) Pledge Agreement. The Loan shall be secured by a pledge of and security
interest in one hundred percent (100%) of the membership interests of the Guarantor (which are
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wholly owned by Borrower) pursuant to a Pledge Agreement dated June 30, 2000, among the
Borrower, Guarantor and the Lender (the “Pledge Agreement”).

(d)  Guaranty. The Loan shall be secured by the guaranty of the Guarantor
pursuant to a Guaranty dated June 30, 2000, executed by the Guarantor (the “Guaranty”).

(e) Right of Offset. The Loan shall be secured by the right of offset provided
in Section 9.01 of this Agreement.

Section 5

Conditions Precedent

501 Conditions Precedent to the Loan. The Lender's obligation to provide fhe'
Borrower with the Loan shall be conditioned upon the fulfiliment of all the following conditions:

(a) Borrower and Guarantor Resolutions. Borrower and Guarantor shall have
each furnished Lender with (i) certified copies of their Articles of Incorporation or Articles of
Organization (as applicable} and Bylaws and all amendments thereto, (ii) certificates from the
Secretary of State of the Commonwealth of Kentucky that Borrower and Guarantor are in good
standing, and (iii) a corporate or limited liability company resolution (as applicable) signed by
the directors of Borrower and the managers of the Guarantor in form and substance satisfactory
to Lender and its attorneys (A) authorizing the execution of this Agreement, the other Loan
Documents to which each is a party, and (B) authorizing consummation of the "transactions
contemplated by this Agreement.

(b)  Certificates of Incumbency. The Borrower and the Guarantor shall have
furnished the Lender with a certificate of its secretary certifying the names of the officers of the
Borrower and the Guarantor authorized to sign the Loan Documents, together with the true
signatures of such officers. :

(c) Executed Agreements. Borrower shall have delivered to Lender the
following documents, in form and substance satisfactory to Lender and its attorneys, duly exe-
cuted by Borrower and/or each Guarantor:

(D this Agreement;

(ii)  the Note;

(i)  the Mortgage;

(iv)  the Security Agreement;

{v) the Pledge Agreement; and

(vi)  such financing statements or other documents for filing with public
officials with respect to the Security Agreement as the Lender may request.
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(d) Representations and Warranties. FEach and every representation and
warranty made by or on behalf of the Borrower at the time of or after the execution of this
Agreement relating to the Loan Documents or the transactions contemplated thereby shall be
true, complete and correct on and as of the date such Loan is to be made.

{e) - No Defaults. There shall exist no Event of Default or Unmatured Default
which has not been cured to the Lender’s satisfaction.

() No Change in Condition. No material adverse change shall have occurred
i the condition, financial or otherwise, of the Borrower or the Guarantor from that existing on
June 30, 2000.

(g)  Recordings and Filings. All financing statements or other instruments as
the Lender may reasonably request have been executed and delivered by the Borrower and filed
or recorded in such public offices as the Lender may request to perfect and maintain the
perfection of the security interests which secure the Loan.

(h)  Insurance. Evidence of the insurance coverage specified in Section 6.01
shall have been submitted to and approved by Lender.

(i) Other Documents. Borrower shall have delivered to Lender any other
documents, in form and substance satisfactory to Lender and its attorneys, that Lender or its
attorneys may reasonably request in order to further protect the security of Lender or evidence
compliance by Borrower with the Loan Documents.

Section 6

General Covenants

During the term of this Agreement the Borrower and the Guarantor (as apphcab]e) shall
comply with all of the following provisions:

6.01 Insurance. The Guarantor will at all times keep its insurable properties insured to
such extent and against such risks, including, without limitation, casuvalty insurance, public
liability insurance, worker’s compensation and other insurance required by law, as customary
with companies of comparable size in the same or similar business, unless higher limits or other
typés of coverage are reasonably required in writing by the Lender. With regard to the assets
constituting the Collateral for this Loan, the Guarantor will deliver to the Lender certificates of
each insurer (or such other evidence as may be satisfactory to the Lender) indicating that the
Lender is loss payee or additional insured (long form) regarding such insurance {or additional
insured as to liability insurance). Each such policy will require and the certificates will state, that
no such policy will be terminated without at least thirty (30) days prior written notice having
been delivered to the Lender.

6.02  Taxes and Other Payment Obligations. The Borrower and Guarantor will comply
with or contest in good faith all statutes and governmental regulations and pay all taxes,
assessments, governmental charges, claims for labor, supplies, rent and any other obligation
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which, if unpaid, might become a lien against any of its respective properties except liens for
taxes not yet due and payable and labilities being contested in good faith with due diligence and
against which reserves satisfactory to the Lender have been established; provided, however, that
the Borrower and Guarantor shall immediately pay or otherwise satisfy any such tax assessment,
government charge, claims for labor, supplies, rent or any other obligation upon commencement
of proceedings to foreclose on any lien securing such taxes, charges or claims.

6.03 Financial Statements. The Borrower and the Guarantor will provide to the
Lender:

(a) Annual Statements. Within one hundred eighty (180) days after the close
of each fiscal year financial reports of the Borrower and the Guarantor as of the end of such
fiscal year and the notes thereto, and the related statements of income and retained earnings and
the notes thereto, and a statement of changes in financial position for such fiscal year, setting
forth in each case comparative financial statements for the corresponding period in the preceding
year, all prepared in accordance with Generally Accepted Accounting Principles applied on a
consistent basis;

(b) - Quarterly Staterpents. Within forty-five (45) days after the close of each
fiscal quarter of each year (except for the fourth and final quarter which may be delivered in one
hundred eight (180) days a balance sheet and profit and loss statement of the Borrower and the
Guarantor certified by an officer of each of the Borrower and the Guarantor to be correct and
accurate, and setting forth in comparative form the corresponding amounts for the corresponding
period during the preceding fiscal year;

(©) Tax Returns. Borrower and Guarantor shall furnish to Lender a copy of
Borrower’s and Guarantor’s federal income tax return and/or K-1 within twenty (20) days after
filing.

(d)  Other. Such other information respecting the financial condition and
operations of the Borrower and Guarantor as the Lender may from time to time reasonably
request.

6.04 [INTENTIONALLY LEFT BLANK].

6.05  Other Reports. Additionally, the Borrower and the Guarantor agree that they will
(i) promptly upon receipt thereof, deliver to the Lender any report submitted to the Borrower or
the Guarantor by independent accountants in connection with any annual, interim or special audit
made by them of the books of the Borrower or the Guarantor; (i1) upon becoming available,
promptly deliver to the Lender a copy of all financial statements, reports, notices and proxy
statements sent to stockholders, and a copy of all regular, periodic and special reports filed with
any securities exchange or with the Securities and Exchange Commission or any governmental
authority succeeding to any or ali of the functions of such Commission; and (iii) promptly, from
time to time, furnish to the Lender, such other information regarding its operations, business
affairs and financial condition as the Lender may reasonably request. The Lender is hereby
authorized to deliver a copy of any financial statement made available by the Borrower or the
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Guarantor to any regulatory authority having jurisdiction over the recipient of such financial
statement.

6.06 Financial Records. The Borrower and the Guarantor shall maintain standard
modern systems of accounting in which full, true and correct entries shall be made of all dealings
or transactions in relation to its business and affairs in accordance with Generally Acceptable
Accounting Principles applied on a basis consistent with prior years and, without limitation,
making appropriate accruals for estimated contingent losses and liabilities.

6.07 Inspection. The Borrower and the Guarantor will permit any officer of the Lender
designated in writing by the Lender, to visit and inspect any of their properties, corporate books
and financial records at such times as the Lender may reasonably request upon reasonable notice
and during ordinary business hours.

6.08 Accouniants Review. Upon the written request of the Lender, the Borrower and
the Guarantor will authorize any officer of the Lender to discuss their financial statements and
financial affairs at any time from time to time with the Borrower's or the Guarantor’s accountants
upon reasonable notice and during ordinary business hours.

6.09 - Notice Reguiremenis.

(a) Default. The Borrower will deliver to the Lender forthwith, upon any
officer's obtaining knowledge of an Event of Default under this Agreement or an event of default
under any of the Loan Documents or an event which would constitute such an event of default
but for the requirement that notice be given or time elapse or both, a certificate of the chief
executive officer, chief financial officer or treasurer of the Borrower specifying the nature and
period of existence thereof and what action the Borrower proposes to take with respect thereto.

(b) Other Notices. The Borrower will notify the Lender in writing within five
(5) business days of the occurrence of any of the following with respect to the Borrower or the
Guarantor:

(O the pendency or commencement of any material action, suit or |
proceeding at law or in equity; S

: (2)  any event or condition which shall constitute an event of default
under any other agreement for borrowed money;

(3)  any levy of an attachment, execution or other process against its
assets; and

4) any material change in any existing agreement or contract which
may adversely affect its business or affairs, financial or otherwise.

6.10 Note and Security Instruments. The Borrower shall pay the Note 1n accordance
with its terms, covenants and conditions, and the Borrower and the Guarantor shall comply with
the terms, covenants and conditions of the Security Instruments.

8
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6.11 Compliance with Law. The Borrower and the Guarantor shall comply in all
material respects with (i) all valid and applicable statutes, rules and regulations of the United
States of America, of the States thereof and their counties, municipalities and other subdivisions
and of any other jurisdiction applicable to them; (ii) the orders, judgments and decrees of all
courts or administrative agencies with jurisdiction over them; or its business; and (ii1) the
provisions of licenses issued to the Borrower or the Guarantor except where compliance
therewith shall be currently contested in good faith by appropriate proceedings, timely instituted,
which shall operate to stay any order with respect to such non-compliance.

6.12  Subordination.

~ (a) Subordination. Until all indebtedness of Borrower to Lender is fully paid,
and all terms, covenants and conditions of this Agreement and the Security Instruments are
complied with by Borrower, the Guarantor agrees that at all times from and after the date it
receives any notice either of an Event of Default by Borrower under this Agreement or of any
condition or event which would be an Unmatured Default under this Agreement or the Security
Instruments, the Guarantor shall not ask, demand, sue for, take or receive from Borrower, by
set-off or in any other manner, all or any part of any monies, principal or interest thereon, now or
hereafter owing by Borrower to it, nor any security therefor, unless and until that Guarantor
receives notice from Lender that such Event of Default or Unmatured Default is waived or cured.

(b)  Distribution of the Assets of Borrower. The Guarantor agrees that in the
event of (i)any distribution, division or application, partial or complete, voluntary or
involuntary, by operation of law or otherwise, of all or any part of the assets of the Borrower, the
proceeds thereof to creditors of the Borrower or upon any indebtedness of the Borrower which
are collateral under this Loan, by reason of the liquidation, dissolution or other winding up of
Borrower or its business, or (i) any sale, receivership, insolvency or bankruptcy proceeding, or
any assignment for the benefit of creditors, or any proceeding by or against the Borrower for any
relief under any bankruptcy or insolvency law relating to the relief of debtors, readjustment of
indebtedness, reorganization, composition or extension; then and in any such event, any payment
or distribution of any kind or character, either in cash, securities or other property, which shall be
payable or deliverable upon or with respect to any or all indebtedness of Borrower to Guarantor,
~ shall be paid or delivered directly to Lender for application on the Loan due or not due, until the
indebtedness of Borrower to Lender 1s fully paid and all provisions of this Agreement are sat-
isfied or secured. In either such event, Guarantor irrevocably authorizes and empowers Lender
to demand, sue for, collect and receive every such payment or distribution, give acquittance
therefor and to file claims and take such other proceedings in the name of Lender, in the name of
the Guarantor or otherwise, as Lender may deem necessary or advisable for the enforcement of
this Agreement. The Guarantor shall execute and deliver to Lender such powers of attorney,
assignments or other instruments as may be requested by Lender in order to enable Lender to
enforce any and all claims upon or with respect to any or all indebtedness of Borrower to
Guarantor, and to collect and receive any and all payments or distributions which may be
payable or deliverable at any time upon or with respect to any such indebledness of Borrower to
Guarantor.

(c) Payments Received from Borrower. Should any payment, distribution,
security or proceeds thereof be received by any Guarantor upon or with respect to any
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indebtedness of Borrower to Guarantor after the date Guarantor receives notice of an Event of
Default by Borrower under this Agreement or an event or condition which could result in an
Unmatured Default under this Agreement or the Security Instruments, then Guarantor shall forth-
with deliver the same to Lender in precisely the form received (except for endorsement or
assignment where necessary), for application under this Agreement or the Security Instruments,
and, until so delivered, the same shall be held in trust by Guarantor as property of Lender. In the
event that Guarantor fails to make any such endorsement or assignment, then Lender, its officers
or employees on its behalf, are irrevocably authorized to make the same.

(d)  Limitation on Assignment. The Guarantor shall not assign or transfer
voluntarily or by operation of law to others any claim they possess or may possess against
Borrower while any of the indebtedness of Borrower to Lender remains unpaid, unless such
assignment or transfer is made expressly subject to this Agreement.

(e)  Notice of Subordination. All notes or other evidences of indebtedness
accepted by any Guarantor from Borrower shall contain a specific statement therein that the
indebtedness thereby evidenced is subject 1o the terms, covenants and conditions of this
Agreement.

6.13  Liens. Except for security interests granted by the Borrower and the Guarantor to
the Lender contemporaneously with the execution of this Agreement, liens permitted in this
Agreement, and liens created in the Security Instruments, the Borrower and Guarantor shall not
(i) create or incur or suffer to be created or incurred or to exist any encumbrance, mortgage,
pledge, lien, charge, restriction or other security interest of any kind upon any of the Collateral,
whether owned or held on the date of this Agreement or acquired thereafter, or upon the income
or profits therefrom, or (ii) transfer any such Collateral or the income or profits therefrom for the
purpose of subjecting the same to payment of indebtedness or performance of any other obli-
gation except payments made in accordance with this Agreement or payments made to the
Lender in accordance with the terms and provisions of this Agreement, or (iii) acquire, or agree
or have an option to acquire, any Collateral upon conditional sale or other title retention or pur-
chase money security agreement, device or arrangement, or (iv) sell or transfer, assign, or pledge
any Collateral, with or without recourse. The Borrower and Guarantor may incur or create, or
suffer to be incurred or created or to exist, the following liens without violating the provisions of
this Section 6.13:

(a)  Statutory liens to secure claims for labor, material or supplies to the extent
that payment thereof shall not at the time be required to be made in accordance with this
Agreement.

(b)  Deposits or pledges made in connection with, or to secure payment of,
workers' compensation, unemployment insurance, old age pensions or other social security, or in
connection with contests, to the extent that payment thereof shall not at that time be required to
be made in accordance with of this Agreement.

(c) Statutory Hens for taxes or assessments or governmental charges or levies
if payment shall not at the time be required to be made in accordance with this Agreement.

1y
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(d)  Purchase money liens or security -interests with respect to property
acquired by the Borrower or the Guarantor with the Lender's prior written consent, which shall
not be unreasonably withheld.

{¢)  Statutory liens (and contractual liens that provide to the secured party no
greater rights than equivalent statutory liens) to secure payment of rent or lease payments with
respect to leases of real property to the extent that such payments shall not at the time be required
to be made in accordance with this Agreement.

6.14  Limited Liability Company Existence and Good Standing. The Borrower and the
Guarantor shall preserve their corporate/limited Hability company existences in good standing
and shall be and remain qualified to do business and in good standing in all states and countries
in which they are required to be so qualified.

6.15  Articles of Incorporation and Bylaws. Without the Lender’s prior written consent,
which shall not be withheld or delayed unreasonably, the Borrower and the Guarantor shall not
make any changes in or amendments to their articles of incorporation or articles of organization.

6.16 Dividends. Without the prior written consent of the Lender, the Borrower and
Guarantor shall not declare and pay, or set apart any sum for the purpose of payment of, any
Dividend.

6.17 Mergers, Sales, Transfers and Other Dispositions of Assets. Without the Lender's
prior written consent, which shall not be unreasonably withheld or delayed, the Borrower and
Guarantor shall not:

{a) Be a party to any consolidation or merger;

(b)  Seli or otherwise transfer any material'part of their assets;

()  Purchase all or a substantial part of the capital stock or assets of any
corporation or other business enterprise;

(d)  Effect any change in their capital strlicture;

(e) Sell, assign, or otherwise dispose of, with or without recourse, settle or
compromise any of their accounts receivable or notes receivable or other intangibles, except the
endorsement of negotiable instruments for the purpose of co!iect;on in the ordinary course of
business and as permitted in the Loan Documents; or

() Liguidate or dissolve or take any action with a view toward liquidation or
dissolution.

6.18 Loans. The Borrower and Guarantor shall not make any loan or advance any
funds whatsoever to any business, entity, party or individual.

11



PSC Request 54(a)
Attachment
Page 81 of 92

Section 7

Representations and Warranties

To induce the Lender to enter into this Agreement and to make the Loan, the Borrower
and Guarantor, respectively represent and warrant to the Lender as follows:

7.01  Corporate Organization and Existence. The Borrower is a corporation duly
organized, validly existing, and in good standing under the laws of the Commonwealth of
Kentucky. The Borrower has all necessary power and authority to carry on its business
conducted on the date of this Agreement. The Borrower is qualified to do business as a foreign
corporation, and is in good standing, in all states and in all foreign countries in which it owns any
property or carries on substantial activities or is otherwise required to be so qualified, and is duly
authorized, qualified and licensed under all laws, regulations, ordinances or orders of public
authorities to carry on its business in the places and in the manner conducted on the date of this
Agreement. '

7.02  Corporate Organization and Existence. ' The Guarantor 1s a limited liability
company duly organized, validly existing, and in good standing under the laws of the
Commonwealth of Kentucky. The Guarantor has all necessary power and authority to carry on
its business conducted on the date of this Agreement.

7.03 Right to Act. No registration with or consent or approval of any governmental
agency of any kind is required for the execution, delivery, performance and enforceability of the
Loan Documents. The Borrower and Guarantor have full power and authority, corporate and
otherwise, to execute, deliver and perform the Loan Documents.

7.04 No Conflicts. The Borrower and the Guarantor’s execution, delivery and
performance of the Loan Documents does not, and will not, (a) violate any existing provision of
(i} the articles of incorporation or bylaws of the Borrower, (ii} the Operating Agreement of the
Guarantor, or (iii)} any law, rule, regulation, or judgment, order or decree applicable to the
Borrower and Guarantor or (b) otherwise constitute a default, or result in the imposition of any
lien under (1) any existing contract or other obligation binding upon the Borrower and Guarantor
or their property, with or without the passage of time or the giving of notice or both; (2) any law,
rule or regulation applicable to the Borrower and the Guarantor or their business; or (3) any
judgment, order or decree of any court or administrative agency applicable to the Borrower and
the Guarantor and their business. ' '

7.05  Authorization. The execution, delivery and performance by the Borrower and the
Guarantor of the Loan Documents has been duly authorized, and the Loan Documents have been
duly executed and delivered and constitute legal, valid and binding obligations enforceable
against the Borrower and the Guarantor, respectively.

7.06 Litigation and Taxes.

(a) There is no litigation, at law or in equity, or any proceeding before any
federal, state or municipal court, board or other governmental or administrative agency pending,
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or to the knowledge of the Borrower or Guarantor, threatened which is likely to involve any
material judgment or liability against the Borrower or Guarantor or which might otherwise result
in any material adverse change in the Borrower and Guarantor’s business, assets or condition,
financial or otherwise. No judgment, decree or order of any federal, state or municipal court,
board or other governmental or administrative agency has been issued against the Borrower or
Guarantor or any of their assets which has, or might have, a material adverse effect on the
Borrower and Guarantor’s business, assets or condition, financial or otherwise.

(b)  The Borrower and Guarantor have filed all tax returns which are required
to be filed and have paid, or made adequate provision for the payment of, all taxes which have or
may become due pursuant to such returns or pursuant to assessments received. The Borrower
and Guarantor know of no material additional assessments for which adequate reserves have not
been established, and the Borrower and Guarantor have made adequate provision for all current
taxes.

7.07 Compliance with Contractual Obligations, Laws and Judgments.

(a) The Borrower and Guarantor are not in default in the payment,
performance, observance or fulfillment of any of the material obligations, covenants or
conditions contained in any lease, indenture, mortgage, deed of trust, promissory note, agreement
or undertaking to which they are a party or by which its assets are bound.

(b)  The Borrower and Guarantor have not violated any applicable statute,
regulatlon or ordinance of the United States of America or of any state, municipality or any other
subdivision, jurisdiction or agency thereof, in any respect materially and adversely affecting the
Borrower's and Guarantor’s business, property, assets, operatlons or conditions, financial or
otherwise.

(c) The Borrower and Guarantor are not in default with respect {o any
judgment, order, writ, injunction, decree or demand of any court, arbitrator or governmental
agency or body.

7.08  Trademarks and Permits. The Borrower and Guarantor possess adequate licenses,
patents, copyrights, trademarks and trade names to conduct their businesses as now conducted.
Neither the Borrower, the Guarantor nor any of their officers, directors or employees have
received notice or has knowledge of any claim that the Borrower or Guarantor have violated any
other person's license, patent, copyright, trademark or trade name, or that the Borrower's and
Guarantor’s licenses, patents, copyrights, tradematks or trade names are currently being
infringed. The Borrower and Guarantor have all governmental permits, certificates, consents and
franchises necessary to carry on their businesses as now conducted and to own or lease and
operate their properties as now owned, leased or operated. All such governmental permits,
certificates, consents and franchises are valid, and in effect, and the Borrower and Guarantor are
not in violation thereof, and none of them contains any term, provision, condition or limitation
more burdensome than generally applicable to persons engaged in the same or similar business.

7.09 Disclosure. Neither this Agreement, nor any agreement, document, certificate or
statement furnished to the Lender by or on behalf of the Borrower and Guarantor in connection
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with the transactions contemplated by this Agreement contains any untrue statement of any
material fact or omits to state any material fact necessary to make the statements contained
herein or therein not misleading. There is no fact known to the Borrower which materially and
adversely affects, or in the future is likely to materially and adversely affect, the Borrower's or
the Parent's business, operations, affairs or condition, financial or otherwise, which has not been
disclosed to the Lender.

Section 8

Events of Default

The occurrence of any one or more of the following shall constitute an Event of Defauit
under this Agreement {(an "Event of Default"):

'8.01 Failure to Pay. If Borrower fails to pay in full when due any installment of
principal of the Note or interest thereon. '

8.02 No Notice Required. If Borrower or Guarantor fail to observe, perform or comply
with any term, obligation, covenant, agreement, condition or other provision contained in
Sections 6.01, 6.16, 6.17, and 6.18 of this Agreement.

8.03 Notice Reguired; Period to Cure. If Borrower or Guarantor fail to observe,
perform or comply with any term, obligation, covenant, agreement, condition or other provision
contained or referred to in this Agreement (other than those referred to in Section 8.02 hereof),
and such failure is not fully cured within thirty (30) days after Lender gives written notice
thereof to Borrower and Guarantor.

8§.04 Falsity of Representation or Warranty, If any representation or warranty or other
statement of fact contained in any of the Loan Documents or in any writing, certificate, report or
statement at any time furnished the Lender by or on behalf of the Borrower or Guarantor
pursuant to or in connection with this Agreement or the Loan shall have been false or misleading

in any material respect or which shall omit a material fact, whether or not made with knowledge,
at the time 1t was made.

8.05 Judgments. If a final judgment or judgments for the payment of money in excess
of the sum of Fifty Thousand Dollars ($50,000.00) in the aggregate, or with respect to property
with a value in excess of such amount, shall be rendered against the Borrower or the Guarantor
and such judgment(s) remains unsatisfied and not covered by insurance or not bonded to the
satisfaction of Lender for a period of 30 consecutive days afier the entry thereof and within that
30-day period is (a) stayed pending appeal, or (b) discharged.

8.06  Adverse Financial Change. If there should be any material adverse change in the
financial condition of the Borrower or any Guarantor as determined in the Lender's reasonable
discretion.

8.07 Other Obligations to the Lender and its Affiliates. If Borrower fails to observe,
perform or comply with the terms, obligations, covenants, agreements, conditions or provisions
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of any agreement, document or instrument which Borrower entered into with Lender, other than
the Loan Documents.

- 8.08 Dissolution or Termination of Existence. If the Borrower, Guarantor or any
person, firm or corporation affiliated with it, takes any action that is intended to result in the
termination, dissolution or liquidation of the Borrower.

8.09 Solvency.

(a) If the Borrower or Guarantor shall (1) have an order of relief entered in
any proceeding filed by them under the federal bankruptcy laws (as in effect on the date of this
Agreement or as they may be amended from time to time); (2) admit their inability {o pay their
debts generally as they become due; (3) become insolvent in that their total assets are in the
aggregate worth less than all of their liabilities or they are unable to pay its debts generally as
they become due; (4) make a general assignment for the benefit of creditors; (5) file a petition, or
admit (by answer, default or otherwise) the material allegations of any petition filed against
them, in bankruptcy under the federal bankruptcy laws (as in effect on the date of this Agreement
or as they may be amended from time to time), or under any other law for the relief of debtors, or
for the discharge, arrangement or compromise of their debts; or (6) consent to the appointment of
a receiver, conservator, trustee or Hquidator of all or part of their assets.

(b)  If a petition shall have been filed against the Borrower or Guarantor in
proceedings under the federal bankruptcy laws (as in effect on the date of this Agreement, or as
they may be amended from time to time), or under any other laws for the relief of debtors, or for
the discharge, arrangement or compromise of their debts, or an order shall be entered by any
court of competent jurisdiction appointing a receiver, conservator, trustee or hiquidator of all or
part of the Borrower's or Guarantor’s assets.

Section 9

Remedies Upon Default

Notwithstanding anything to the contrary, if any Event of Default under this Agreement
occurs, the Lender, in its sole discretion, and without notice to the Borrower or Guarantor, may
declare the entire unpaid balance of the Note, and all other obligations of the Borrower and the
Guarantor under this Agreement to be immediately due and payable in full, without any
presentment, demand or notice of any kind, all of which are hereby waived by the Borrower and
Guarantor. In addition, upon the occurrence of any Event of Default, and at any time thereafter,
unless all Events of Default have been remedied to the full satisfaction of the Lender or waived
in a writing signed by the Lender specifically providing the waiver, the Lender shall have all of
the following rights and remedies and it may exercise one or more of them singly or in
conjunction with others.

9.01 Right to Offset. The Lender shall have the right to set off against, or appropriate
and apply toward the payment of, the obligations of the Borrower and the Guarantor to the
Lender, pursuant to this Agreement or as evidenced by the Note or the Guaranty whether such
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obligations shall have matured in due course or by acceleration, any and all balances and other
sums and indebtedness then held or owed by the Lender to or for the credit or account of the
Borrower or the Guarantor. For such purpose the Borrower and the Guarantor hereby pledge to
and grant a security interest in such balances, other sums and indebtedness of the Lender to
secure all of the Borrower's and the Guarantor’s obligations under this Agreement, the Note and
the Guaranty. Such offsets following an Event of Default may occur without notice to or
demand upon the Borrower or any other person, all of such notices and demands being hereby
waived.

9.02 Enforcement of Rights. The Lender shall have the right, to proceed to protect and
enforce its rights by suit in equity, action at law or other appropriate proceedings either for
specific performance of any covenant or condition contained in any of the Loan Documents, or
in aid of the exercise of any power granted in any of the Loan Documents.

9.03 Rights Under Security Instruments. The Lender shall also have all rights and
remedies granted it under any and all of the Security Instruments securing or intending to secure
the Borrower’s obligations under the Note or any other indebtedness or obligation of the
Borrower and Guarantor under the Loan Documents.

9.04 Cumulative Remedies. All of the rights and remedies of the Lender upon
occurrence of an Event of Default shall be cumulative to the greatest extent permitted by law,
may be exercised successively or concurrently, from time to time, and shall be in addition to all
of those rights and remedies afforded the Lender at law, or in equity, or in bankruptcy.
Notwithstanding the foregoing, the Lender shall be entitled to recover from the cumulative
exercise of all remedies an amount no greater than the sum of (i) the outstanding principal
amount of the Loan, (ii) all accrued but unpaid interest with respect to the principal amount of
the Loan, (iti) any other amounts that the Borrower is required by this Agreement to pay to the
Lender (for example, and without limitation, the reimbursement of expenses and legal fees, and
late charges), and (iv) any costs, expenses or damages which the Lender is otherwise permitted
to recover by the terms of this Agreement, the Security Instruments, and the other Loan
Documents. Any exercise of any right or remedy shall not be deemed to be an election of that
right or remedy to the exclusion of any other right or remedy. '

Section 10

Fees and Expenses

10.01 Transaction Expenses. The Borrower shall pay to the Lender upon demand all
out-of-pocket expenses incurred by the Lender in connection with the transactions contemplated
by this Agreement, including, but not limited to, the Lender's reasonable attorneys' fees incurred

~ in preparing the Loan Documents and any and all costs and fees incurred in connection with the
recording or filing of any documents or instruments in any public office, pursuant to or as a
consequence of this Agreement, or to perfect or protect any security for the Loan. The Borrower
shall also pay to the Lender upon demand all out-of-pocket expenses incurred from time to time
in the administration of the Loan, including without lumitation any out-of-pocket expenses
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(including, but not limited to, attorneys fees) incurred by the Lender if any of ‘the Loan
Documents should be amended, extended and/or renewed from time to time.

10.02 Enforcement Expenses. If any Event of Default shall occur under this Agreement,
~ or any default shall occur under any of the Loan Documents or any related documents, the
Borrower shall pay to the Lender, to the extent allowable by applicable law, such amounts as
shall be sufficient to reimburse the Lender fully for all of its costs and expenses incurred in
enforcing its rights and remedies under the Loan Documents and any related documents,
including without limitation the Lender's reasonable attorneys' fees and court costs. Such
amounts shall be deemed to be included in the obligations secured by the Security Instruments.

Section 11

Miscellaneous Provisions

11.01 No Waivers. Failure or delay by the Lender in exercising any rights shall not be
deemed to be or operate as a waiver of that right, nor shall any right be exclusive of any other
right referred to in this Agreement, or in any other related document, or available at law or in
equity, by statute or otherwise. Any single or partial exercise of any right shall not preclude the
further exercise of that right. Every right of the Lender shall continue in full force and effect
until such right is specifically waived in a writing signed by the Lender.

11.02. Course of Dealing. No course of dealing between the Borrower or the Guarantor
and the Lender shall operate as a waiver of any of the Lender's rights under any of the Loan
Documents. : -

11.03 Waivers by the Borrower and the Guarantor. The Borrower and Guarantor hereby
waive, to the extent permitted by applicable law, (a)all presentments, demands for
perforiances, notices of nonperfonmance (except to the extent specifically required by this
Agreement or any other of the Loan Documents), protests, notices of protest and notices of
dishonor in connection with the Note (b} any requirement of diligence or promptness on the part
of the Lender in enforcement of its rights under the provisions of any of the Loan Documents,
and (c) any requirement of marshalling assets or proceeding against persons or assets in any
particular order.

11.04 Severability. If any part, term or provision of this Agreement is held by any court
to be unenforceable or prohibited by any law applicable to this Agreement, the rights and obliga-
tions of the parties shall be construed and enforced with that part, term or provision limited so as
to make it enforceable to the greatest extent allowed by law, or, if it 1s totally unenforceable, as if
this Agreement did not contain that particular part, term or provision.

11.05 Time of the Essence. Time shall be of the essence in the performance of all of the
Borrower's and the Guarantor’s obligations under the L.oan Documents.

11.06 Benefit and Binding Fffect. This Agreement shall inure to the benefit of Lender
its legal representatives, successors and assigns. All obligations of Borrower and Guarantor
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contained herein shall bind them, their successors, respective heirs, legal representatives and if
Lender consents in writing to an assignment of this Agreement by Borrower or the Guarantor,
then their assigns.

11.07 Further Assurances. The Borrower and Guarantor shall sign such financing
statements or other documents or instruments as the Lender may request from time to time more
fully to create, perfect, continue, maintain or terminate the rights and security interests intended
to be granted or created pursuant to this Agreement or the Security Instruments.

11.08 Incorporation by Reference. All schedules, annexes or other attachments to this
Agreement are incorporated into this ‘Agreement as if set out in full at the first place in this
Agreement that reference is made thereto.

11.09 Entire Agreement; No Oral Modifications. This Agreement, the schedules and
annexes hereto, and the documents and instruments referred to herein constitute the entire
agreement of the parties with respect to the subject matter hereof, and supersede all prior
understandings with respect to the subject matter hereof. No change, modification, addition or
termination of this Agreement or any of the Loan Documents shall be enforceable unless in
writing and signed by the party against whom enforcement is sought.

11.10 Headings. The headings used in this Agreement are included for ease of reference
only and shall not be considered in the interpretation or construction of this Agreement.

11.11 Governing Law. This Agreement and the related documents and instruments shall
be governed by and construed in accordance with the laws of the Commonwealth of Kentucky.

11.12 Assignments. Borrower and Guarantor shall not assign their respective rights
under this Agreement to any other party, unless Lender consents in writing to the assignment.
Any attempted assignment shall be a default under this Agreement and shall be null and void,
except as noted in this Section 11.12.

11.13 Multiple Counterparts.

(a) This Agreement may be signed by each party upon a separate copy, and in
such case one counterpart of this Agreement shall consist of enough of such copies to reflect the
signature of each party.

(by  This Agreement may be executed in two or more counterparts, each of
which shall be deemed an original, and it shall not be necessary in making proof of this
Agreement or the terms thereof to produce or account for more than one of such counterparts.

11.14 Notices.
(a) Any requirernent of the Uniform Commercial Code or other applicable

law of reasonable notice shall be met if such notice is given at least ten (10) business days before
the time of sale, disposition or other event or thing giving rise to the requirement of notice.
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(b)  Except as provided in subsection (c) below, all notices or communications
under this Agreement shall be in writing and shall be hand-delivered, sent by courier, or mailed
to the parties addressed as follows, and any notice so addressed and (1) hand-delivered, shall be
deemed to have been given when so delivered, or (2) mailed by registered or certified mail,
return receipt requested, shall be deemed to have been given when mailed, or (3) delivered to a
recognized small package overnight courier service to the address of the intended recipient with
shipping prepaid, shall be deemed to have been given when so delivered to such courier:

(1) I to the Borrower:

Shelby Energy Services Corporation

620 Old Finchville Road

Shelbyville, Kentucky 40065

Attention: Dudiey Bottom, Jr., President

(2)  If to the Lender:

East Kentucky Power Cooperative, Inc.

P.O. Box 707

Winchester, Kentucky 40392

Attention: Dale W. Henley, General Counsel

(3)  Ifto the Guarantor

Shelby Energy Propane Plus LLC

1891 Isaas Shelby Drive

Shelbyville, Kentucky 40065

Attention: Dudley Bottom, Jr., President

{c) The Borrower, Guarantor and the Lender may at any time, and from time
to time, change the address or addresses to which notice shall be mailed by written notice setting
forth the changed address or addresses. .

11.15 Survival of Covenants. All covenants, agreements, warranties and representations
made by the Borrower and Guarantor herein shall survive the making of the Loan and the
execution and delivery of the Loan Documents.

11.16 Jurisdiction and Venue; Waiver of Jury Trial. The Borrower and Guarantor
consent to the Shelby County, Kentucky Circuit Court and the Federal District Court for the
Eastern District of Kentucky, as the sole and exclusive forum for enforcement of this
Assignment, and waive any objection to any such action based upon lack of personal or subject
matter jurisdiction or improper venue. The Borrower and Guarantor agree that any action or
proceeding may be served by mailing a copy thereof by certified mail, or any substantial or
similar form of mail addressed to the Borrower and the Guarantor at their respective address first
above written. To the fullest extent applicable law, Borrower and Guarantor waive any right
they may have to trial by jury.
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11.17 Acknowledgment. The Borrower and Guarantor acknowledge that they have each
received a copy of this Agreement and each of the other Loan Documents, as fully executed by
the parties thereto. The Borrower and Guarantor acknowledge that they (a) have READ THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS OR HAVE CAUSED SUCH
DOCUMENTS TO BE EXAMINED BY THE BORROWER'S OR GUARANTOR’S
REPRESENTATIVES OR ADVISORS; (b) are thoroughly familar with the transactions
contemplated in this Agreement and the other Loan Documents; and (c) together with the
Borrower's and Guarantor’s representatives or advisors, if any, have had the opportunity to ask
such questions to representatives of the Lender, and receive answers thereto, concerning the
terms and conditions of the transactions contemplated in this Agreement and the other Loan
Documents as the Borrower and Guarantor deem necessary in connection with the Borrower's
and Guarantor’s decision to enter into this Agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREQF, Borrower and Lender, acting by and through their duly
authorized officers, and the Guarantor has duly executed this Agreement as of the date first set
forth above, but actually on the dates set forth below.

LENDER : EAST KENTUCK?ER COOPERATI ., INC.
By: W / 2 él,/'é
Roy M. Palk
President

Date: 'Jgfé A 2000

BORROWER SHELBY ENERGY SERVICES CORPORATION

o Tl Fts ).

Dudley Bottom, Jr.,
President

j"‘
Date: ;u‘fxg 42000

GUARANTOR | SHELBY ENERGY PROPANE PLUS LLC

BYW
Dudley Bottom, Jr.,, 4

President

)i
Date: ;ﬁ £ 2000
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EXHIBIT “A”
PROPERTY DESCRIPTION
BEING a parcel of land situated on the east side of Isaas Shelby Drive in Shelby County,
Kentucky, and being more particularly described as follows:
'BEING Tract 2B-1, consisting of 2.73 acres, as shown on the Amended Plat No. 2 of Tract 2B,
Section II, Shelby Business Park, recorded in Plat Cabinet 4, Slide 44, in the Shelby County
Clerk’s Office.

Source of Title:

BEING a part of the same property conveyed to Thermogas Company by deed recorded in Deed
Book 329, Page 404, in the Shelby County Clerk’s Office, and also being a portion of Tract 2 as
recorded in Plat Cabinet 2, at Slide 2-397.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
THIRD DATA REQUEST RESPONSES

COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07

REQUEST 55

RESPONSIBLE PERSON: William A. Bosta

COMPANY: East Kentucky Power Cooperative, Inc.

Request 55. Refer to the response to the Staffs First Request, Item 45(a), page 1

of 6. Did EKPC propose an adjustment to reflect its discontinuation of its membership in

the Electric Power Research Institute? Explain the response.

Response 35, No. EKPC’s membership costs covered the fiscal year ending
March 31, 2007, which is the period of time used in this proceeding for rate case
adjustments (6 months beyond the end of the test year) and is known and measurable.
For the time period beyond March 2007, EKPC will continue to use EPRI resources, but

it will be a project-by-project basis.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
THIRD DATA REQUEST RESPONSES
COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07
REQUEST 56
RESPONSIBLE PERSON: Wiiliam A. Bosta
COMPANY: East Kentucky Power Cooperative, Inc.
Request S6. Refer to the response to the Staffs First Request, Item 53(a).

Provide an update of the actual rate casecosts through April 30, 2007. Include the

information requested in Item 53(a).

Response 56. Please see the attached information for actual rate case costs
through March 31, 2007. The costs for April 2007 are not available but will be provided

upon completion.



PSC Request 56

Attachment
Page 1 of 39

1senbay B1eq 184 so|ddng Bulid L2¢ L00LY 9002/L2/1 ) sieiddng 8010 feucneN
1senbay eleq 18t se|ddng Bulild 06¥ oeGLY 900Z/6/Z} sisyddng a0 [eucheN
1senbay gjeQ ISt solddng Buli4 85 80¢Lp 900zZ/4/2) sieiddng 9010 [BUCHEN
jsonbey gleq isi solddng Buii4 $6 8voLY 9002/82/11 sionddng 8010 RUOCIEN
1senbay ejeq isi seyddng Buyig (¥92) 2002¥ o900z LT sioliddng 80130 [BUCKEN
jsenbay BleQ i1 soyddng Builid 90¥ PEZLY o00Z/08/L 1 si8)1ddng 8010 [BUOLEN
1sonbay eleQ Isi ssyddng Bunid 82 a6zl o00¢/64/L1 HEN-EM
1senbey ejeq isi ssyddng Buljid 8¢ 807 o00Z/61/4 L HEW-EBM
jsenbay ejeq isit soyddng Bulld 6 06¢9 2900Z/84/11 HEeN-BM
1senbay e3eQg st soyddng Butil4 85 80¢g. 900Z/1LZ/L jodag 8210
1senbey e1eq ist salddng Buli4 95 G089 a002/LZ/Ll jodeq 820
1senbay eleq Isi sayddng fufiid 68 | Zovs o00Z/61/1L 1042 200
jsonbay Bleqg 1s) seyddng Buiid v01 - 19¢€6 002161/ 11 jodat 800
1senboy eleq isi solddng Bullld g £09 8002/5Z/LL jodaQ 8OO
jsenbay ejeq isi sojddng Buiid ¢ vLzL 9002/92/11 HEN-EM
1s9nbey e ISt sonddng Buiid € 9611 a002Z/v2lL ) HelN-BAA
jsenbay ejeQis| seyddng Bullld 1S L9 o002/92/1 1 HRIN-BAA
1senbay e1eQ 154 sa|iddng Bumig L4 6212 9002/92/14 1 HeW-em
1senbay Bleg st souddng Buid €1 £vls aLozZ/8LiLL jode( 9240
jsenbey ejed isi salddng Builid4 2L 0907 .8002/0Z/4 1 sieiddng 800 |BUCHEN
1senbay eje( ist seyddng Bulld 09 ovo0y g00g/LLLL sienddng eoO [eUolEN
jsenbay eleQ S| sayddng Bulitd  #ve 09.20% 00Z/LLILE sianddng @00 1BUchEN
{00126 Junosay uf paxooq {1y) sesuadxa 130
G28'0l  $ SJUBYNSUCD [BI0L
1senbey 2jeQ pig sosusdxs [9AB} B 1BI0H LSL 200z/8Z/L L 900Z/82/LL JaqEAA [91UB(Q
1senbay eleq pig sosuadxa |aA) B 19I0H LEY'L 100212t 2002/21Y JoveA Biued
1senbay gjeq pig uopesedald BuuesH 00L'¢ c8l 0z 100272 2002121 oylepn eiueq
1senbay ByRQ ISL wswesinquisy ebesiiil ey 000Z/5/2L  900T/S/ZL Javiepn eiueq
jsenbey pleQISL  uoneiedaid Auownse) 10} 1S0D PaXid 00F'LL  § opoz/sZL  900ZIsiZL JaYEM 181Ueq
(o0Sz6 W pajoog) SjuRjNsSU0D
{ papiroid AdoD aoionuj] saD1nBg Jo uondinsa() Junouny | 818y sinoH]  "ON @%IoAu] | ajed| 10PUBA |

2.00-9007 9SeD 8Yey 10} sesuadxy



~ PSC Request 56

"~ Attachment

Page 2 of 39

1senbay ejeq pig asuadxz Buiddiug z¢ 997096CL1P668  L002/1T1C ssauix3 felapad
180nbey eleq pig asuedx3 buiddiys 8z L1Z96ELLPBG8 L00Z/L2/T ssaudx3 jeiepa
1senbay ejeq pig asusdx3 Buiddiyg 6z 00ZO6ELIPESS  L00TILZ/T ssesdxy esepod
1senbay ejeQ pig asuadxy Buiddius S GSZOBELLYPBGS  L00T/LZIT ssedx3) [eieped
jsenbay Bjeq pig asuadxy Buiddiygs o5 06POBELLYBSE  L00Z/8/T sseidxd [eiepad
Jsenbay ejeq pig asuadx3 Buiddiyg ¢ . OvP9BELLYESE  LO0TISIT ss8I0XJ [elopad
jsenbay ejeq pig ssuedxgy Buiddiys 22 pSOZSELLYBSE  L002/8/C ssaudxsg jeseped
jsenbay eleq pig seyddng Buiid 22 £8¥ PP 20021212 si9yddng 9010 feucneN
1senbay ejeq pie ssyjddng Bultd ve oLShY 1002721z sisljddng @910 jeuoleN
1senbay ejeq pig asuadxg Buiddiyg 22 EY9ZSSLIPEE8  LO0Z/0E/L ssaudx3 {e1epa
1s9nbay ejeq pie osuedxz Buiddiys v/ ZEOZSSLIPESE  LOOZ/OE/E sse.dx3 [eeped
jsenbay eleq pIg asuadxy Buiddiys 6% OrP.Z5SLIYBGR  L002/62/1 ssesdx3 [2sope4
1senbay eeq pig asuedx3g Bulddiug o QBOZSSLLYEER  L00Z/6Z/L ssaudxd [eieped
1sanbay gjeQ pig asusdxy Buiddius 8¢ £L2ZSSLIPBSE  L00T/62/1 ssaudx3 [eioped
1s8nbay ejeQ pig esusdxg Buiddiys 9z YZLZGSLLYESE8  L00Z/6E/L ssoudxy jeseped
j1s8nbay BlBQ PIE seyddng Buid 86 5082y L0021 sJeljddng 9210 jeUOlEN
1senbay Bleq pie sjeaiN 88¢ 00L¥ 200241 $,80UNeD
1senbey ejeq pig ssuadx3 Buiddiys 6 LY0S89ZYEYE  9002/2e/LL ssa.dxy [eIopa
1senbay 1BQ pIE ssuadxgy Buiddiug L1 §Z0S80ZYEYE  9002/0C/41L sseidx3 |espad
Jsanbay ejeq pig ssuadx3 buiddiys 02 ¥10G892P6Y8  900Z/02/11 ssaudx3 [eieped
1senbay ejeq is| seyddng Bullld4 66€ oveLY sJeyddng 20O jeuoheN
1senbay ejeg st - seyddng Bullld 811 Ov6Ly sso|ddng 8010 feucHeN
1sanboy ejeq st senddng Bulid €vl gegey sieyddng 800 [euoleN
1senbay eleq Is| sayddng Buiid G8€ rLLEY sienddng a0 [BUOKEN
lsenbey ejeq ISt seyddng Buliid L2€ rLIEY sionddng 8oy 1eucheN
jsenbay E18Q IS sayddng Buid €0l GogZy sseyddng 9olO feuoHeN
isenbay ejeq isi sayddng Bullld ¥ oveLy sia||ddng SO [euoyeN
jeenbay ejeq st seyddng Bullid4 811 PLiEY sis|jddng soylO [euoleN
senbay e1eq ISt seyddng Bullld 6 908zZY sielddng soujO [RUOCHEN
jsenbay BJBQ IS} siesiy €€ 798, ifoQ seoUneg
1senbay el ISt sjesiN €2 ¥9 900Z/v/EL suyor eded
j)senbey eleQ ISt sol|ddng Buyld B892 OPo0Y 9002/9111 1 siolddng 2210 JeUceN
| pepiroid AdoD 30[0AU| $801A198 Jo uonduosa(] unowy | aleN| SiNOH!  "ON S%l0AU} { a1eq| 10puBA|

219009007 9se) ajey 1o} sesuadxy



Attachment
Page 3 of 39

PSC Request 56

e k83
o e e

851'8. $ Z1900-900Z 9SED 91y |EJOL PURID
gee'ss  § asuedxz UoReDland [BI0L

jsenbey Bleq pIg soonoN [efe Buysiiand AL} oozreie L00ZiEHE 1804 8y Lueanbug oul
1s8nbay ejeq pie saopoN [efe Buwsiiand §E1 8872011 1002/2LiE iepesT pleseH uojbuxe
1sonbay ejeq pig saoyjoN fefs Buysiiand €E1'GS 9911204 L002/82/2 Buisiieapy JaWOD
(00%z6 w1 paxoog) ssusdxg uonedidnd

2v8's  $ asuadx3g JBUIO fBJ0L

1senbay ejeq pig seyddng Buid 66 £8GLY L00Z/EY sseyddng @24J0 [BUOHEN
1senbay ejeq pig asuadxy Buiddius ¥l B6Z9BCLLYESE  L00Z/LC/€ sseidx3 [elepad
Jsenbay ejeq pig asuadxg Suiddiug Zi 0LE9BELLYPBSS  L00T/LT/E ssosdx3y |eopad
Isenbay eleq pig sjeaN €2 £092 100zZ/12IE shay
jsenbey ejeq pig soyddng Bunid ¢4 9G56YPE L00216L18 XEN B0
1senbay ejeq pig sayddng Bujid g8l yLioY 1002/5L/E siayddng a0 [BUOHEN
Jjsenbay ejeq pig sjesiy 6L} 209 100Z19/E poojesg suir
jsenbay e1eq pig asuadx3 buiddiys 63 JL¥9BELLPBSE  LD0Z/LEIT ssaudx3 [esepad
[ pepincid Adog adIoAU]| seopsg jo uopduosaq] nowy | a1ed| sinod|  ON @0loAuUj ! ajeq| 10pUBA|

z2¥00-800Z 9SED 9jeY 104 sosuadxy



PSC Request 56
Attachment
Page 4 of 39

Daniet-M. Walker
. 71086 Uniyersity Drive
Richmond, Virginia 23229

INVOICE
TO: Dave Eames
FROM: Dan W@@w
DATE: 410207

SUBJECT: March Invoice for Services

Listed below is a record of time gpent and expenses for March in assisting East Kentucky
before the Kentucky Public Service Commission,

March 2  Preparing for hearing 2brs

March 4 Preparing for hearing 1hr

March 56 Travel and hearing 8 hrs

March 20 Preparing for hearing 1hr

March 22 Travel and hearing 8hrs
Total hours 20 hrs ,
Total Services $3,700.00

Expenses:
March 5 Hotel 22571
March 5"% 6" Mileage - 1,027 miles x .485 498.16
March 21st Hotel 21544
March 21 & 22 Milage — 1027 miles x 485 498,16

Total Services and Expenses $5,137.47

Make Check Payable Ta: Daniel Walker
7106 University Drive
Richmond, VA 23229

Thanks for the opportunity to do business with East Kentucky

RICEIED “'07 e

¥0E CHES s
coupUiEll %ﬁ_____wm
APPROVED e
L 0Lg-4803
Cieet 99300

A0 93
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L 1801 Newtown Pike » LePagenScofad8 1
(859) 455-5000 * Fax (859) 455-5001
EMBASSY SUITES For reservations across the nation
- Name & Address HOTEL® 1-800-EMBASSY or www.embassysuites.com
W. . .~ER, DANIEL Room 434/KNGN
6 UNR Arrival Date  03/21/07 3:53PM
‘ 7106 UNIVERSITY DR. Dreparture Date 03/22/07
EISCHMOND. VA 23229 AdulyChid -
Room Rate $189.85
RATE PLAN $-ARP
HH#
AL:
BONUS AL: CAR:

Confirmation: 86316015 N

03722107 PAGE 1

" DATE REFERENCE | DESCRIPTION AMOUNT

0321107 1502224 CITY TAX $11.40
03/21/07 1692224 ROOM TAX I§ $1.90

Wit L BE SETTLED TO VS *8054 $215.44
EFFECTIVE BALANCE OF $0.00

03/21/07 1592224 GUEST ROOM $183.95 H
0372107 1592224 STATE TAX $12.19

DATE OF CHARGE FOLIO NO/CHECK NO.

EXPRESS CHECK-OUT

Good Morning! We hope you enjoyed your stay. With Express Cheek-Out
there is no need to stop at the Front Desk to check out.
» Please review this staternent. It is a record of your charges as of late last
evening. . . PURCHASES & SERVICES
+ For any charges after your account was prepared, you may:
+ pay at the time of purchase
+ charge purchases to your aceount, then stop by the Front Desk for an
updated statement.
< request an updated statement be mailed to you within two business days. TIPS & MISC.
Ay call the Front Desk from your room and tell us when you are ready to
depart, Your account wili be avtomatically checked out and you may use this
statement as your receipt. Feel free to leave your key(s) in the room.
Please call the Front Desk if you wish to extend your stay or if you have any
guestions about your account.

AUTHORIZATION 341225 1Apyrmiar,

TAXES

" TOTAL AMOUNT
0.00

PAYMENT UPON RECEIPT - 195 PER MONTH INTEREST CHARGE WILL BE APPLIED TO ALL PAST DUE INVQICES.
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1800 Newtown Pie
 Lexinglon, Kentucky 4051 Attachment

| . : o (B59) 231 5100
{ gfﬁff% ) Marrioth.com/LEXKY o Page 6 of 39

A KENTUCKY BLUEGRASS RESORT
L2 D

rp—, LUEST FOLIC
205 WALKE%/DANIEL/MR 199 oo 03/95/07 12 00 gggg
Liﬁf R S i O%%Q?/O-] 15 1{4}:
51 7106. UHIVERSITY DR ‘; pAsspeRT o S
- RICHMOND " VA . ‘;_ , | ,
'sﬁﬁmx232%%m2534 S L ke MR# xxxxxagozu
TATE, R R R R o < R
03/05 ROOMTR 206, 1 199 oo
. 03705 ROOMTAX - 206, 1 12.78
03705 CITYFEES 206, 1 13.93
03706 BK CARD _ - $225.71
TO BE SETTLED TO: VISA . CURRENT BALANCE .00

THANK YOU FOR CHOOSING MARRIOTT! TO EXPEDITE YOUR CHECK-OUT,
PLEASE CALL THE FRONT DESK, OR PRESS "MENU" ON YOUR
TV REHGTE CONTROL TO ACCESS VIDEQ CHECK-OUT.

WANT YOUR FINAL HOTEL BILL BY EMAIL? JUST ASK THE FRONT DESK!
SEE "INTERNET PRIVACY STATEMENT® ON MARRIOTT.COM

rrtm g -—‘- e A D T Tl e LR R [T -~

6-3946¢
Rev. 11/G3

. y 1800 Mewtown Pike
(97’ ﬁﬁ% Lexington, Kentucky 40511

A KENTUCKY BLUEGRASS RESORT £859) 231 5100
ey Marrigit.com/LEXKY "
Jharnoth

This statement is your only receip?. You have agreed to pay in cash o by approved persanat check or to authorize us 16 charge your credit card for all amounts charged to you.
The amount shown In the  credils column opposite any credit card entry I the reference column sbove will be charged to the czedit card number set forth sbove. {The credit
card company will bill ir the usual manner.} 5F for any reason the cradit card company does not make payment on this aceouny, you will owe us such amount. If you are girect-
billed, in the event payment is not made within 25 days after check-aut, you will owe us interest from the check-out date an any urpald amount at lhe eate 0f 1.5% per month
{ANNUAL RATE 18%}, or the maximum allowsd by law, plbs the reasonable cost of collection, including attorney fees.

1 X

FOR RESERVATIONS AT ANY MARRIOTT HOTEL, CALL (800) 228 9200


http://MARRIOTT.COM

PSC Request 56
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: ) - Pa 39
2251 Elkhorn Road » Lexington, KY 40505 official sponsor u.s. olympic team g ¥
Phone (B59) 299-2613 « Fax (859) 299-5664 .
\LKER, DAN name room number: SHT/EXQN
4775 LEXINGTON RD. address arrival date: 1172606 6:55PM
departure date: 11/28/066:29AM
WINCHESTER, KY 40391
us

adult/child: 110

Efé"‘-”“-@iwn;f 'fgf\ Qm(’m room rate: 69.00 LV

If the debitjcredit card you are using for check-inis attached te a bank a1 checking account, a ok wil

b " RATE PLAN
be placed on the account for the full anticipated doffar amount fo be owed to the hotel, nchuding Mk
estimated incidentals, through your date of check-out and such funds will Aot be released for 72 AL:
business hours from the date of check-out or fenger at the discretion of your financial institution. C A.R'
Rates subject 1o applicable sales, sccupancy, or other taxes. Please do net feave any money of items of value unattended in
CONFIRMATION NUMBER : 87140442

your rooim. A safe deposit box is available for veu in the lobby. | agree that my lability fer this bl Is not waived and agree
to be held personally liable in the event that the indicated person, company or association faifs to pay for any part or the ful
amount of thesa charges. | have regussted weekday delivery of USA Today. M refused, a credit of $0.75 wilk be applied 10
my aceotnt, In the evont of an emergency, 1, or someonain my party, require special evecuation assistance due to a physical disabifity.
Flease indicate yes by checking here: £

signature:

11/28/08 PAGE ]

11/26/06 974550 | GUEST ROOM $69.00
14/26/06 974559 STATE TAX $4.14
14/26/06 974559 CITY TAX $5.12
1427108 974727 GUEST ROOM $69.00
14/27106 974727 STATE TAX $4.14
14127106 974727 CITY TAX $5.12
11/28/06 974761 DIRECT BILL-EAST KENTUCKY POWER ($156.52)
COOPERATIV
** BALANGE * * $0.00

account no. date of charge folio/check no.,

262013 A

card member name authorization initial

establishment no. and focation establishment agrees Yo trensmit 1o card helder for payment purchases & services

taxes

tips & misc.

signature of card member

total amount
X

Thettifafamiy | oy [ 2 L E @ B

BT L
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2251 Elkhorn Road » Lexington, KY 40505 official sporsor .5, olympic team P%&é&f 39

Phone (859) 299-2613 » Fax (B59) 299-9664

EAST KENTUCKY POWER COOPERATIV
Attn: VALERIE GREEN
P.O. BOX 707
WINCHESTER, KY 403920707
PAGE 1 E0G0 - EAST KENTUCKY POWER COOPERATIV STATEMENT CLOSING DATE 14/30/06
DATE AR TRANS FOLIO DESCRIPTION DEBITS CREDITS BALANCE
11/01/06 BEGINNING BALANCE 0.00 0.00 0.00
11/28/06 975006 262013 Rm 511 [RTD FR WALKER, DAN:RCPT Al 166.52 0.00 1566.52
BALANCE DUE $166.52
QUESTIONS CONCERNING THIS ACCOUNT?
CALL: HERB CASTIGLIA GENERAL MANAGER
8592002613
CURRENT 31-60 61-80 91-120 121-150 OVER 150
156.52 0.00 0.00 0.00 0.00 0.00
Wﬁ’%ﬂ“’ci e iptoiiingain

lhlhm FOMERDOD L . D .
. .Gardmlnn LI ‘ thanks,



edEx. USADIl g

Express

8494 2Lak 5014

PSC Request 56
Attachment
Page 9 of 39

4a Express Package Service

RO Proase prit od prass hasid Packages up to 150 1bs.
] Sendar's FedEx (}4(}"—" 04D dEx Priot R *To mast fpcations
e 11770706 Account Nember o 24~ : ﬁﬁ& Ex Prorfty Dyerright -] FedBx Standard Demight {_‘] Fadx ﬁrswvem
dw.lwmm»ctiocnﬂmn'

Sender's Zrain
vamo ___ BILL BOSTA phone { 859) 7444812 [} Fedexanay g] Feut Bpres Saver

[— Fed&&mli_)mlnmnmmim: Mmhmchmemmmmn e N

4b Express Freight Service ‘ Packages aver 150 ifs.
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GAUNCE’ S
feli & Cafe

01/04/2007 000003  BILLA#4100
$¥9409 10:530 SERV. 0050005

¥COPY#*
PHONEX 1157
#HaPBAL $0.00
B a$4.98
HAN $30.92
, B @ $4.89
TURKEY BREAST $39.92
B @ $4.98
ROAST BEEF $39.92
‘ 8@ $4.99
CHICKEN BREAST $30.67
B 08498
HAM & TURKEY $39.92
70 %$4.99
SHOKED. TURKEY $34.93
24 @ $1.69
CHESS SQUARE $40.56
24 @ $1.68
BROWNIE $40.56
42 @ $0.99
CHIPS $41.58
47 @ $0.0
*Plaink
58 $0.99
CHIPS $4.95
5 @ $0.00
#Plains
Jelivery $5. 00
BAL FuD $367. 18
MBSE ST $367.18
TAXY $22.03
xR OTAL $388. 21
CREBIT C $389. 21
CHANGE $0. 00
VISA 03/08
Hxsnrniennnnlii0
032245
760415002231
CREDIT C $389. 21
e w2
TOTAL &l e

GUEST SIGNATURE

Vbl Fhea

1 AGREE TO PAY ABOVE
TOTAL AMOUNT ACCORDING
70 CARD ISSUER AGREEMENT
(HERCHANT AGREEHENT IF
CREDIT VOUCHER)
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e

National Office Suppliers, Inc. "Everything for Your Office”
‘ - (859) 278-5454
121 Southland Dr. = Lexington, KY 40503 Fax (859) 278-5781

Bect 16110 /7 BARNET

. SHIP TO
ERST KENTUCKY FOWER CODF. EAGT MENTUCKY POWER £ODR.
0. BOX 707

PEGGY GRIFFIN
 WINCHESTER, KY. 40332-0707 INVOICE BILL BOSTA-CC

WINCHESTER KY 40392

(85974 2197 No. DA4S1R 1 puepate  B2/B/87  Ree: 3-
o PR 7 R T i -qu % 5 A 3 - ;

- BACK
ORDERED

THIS INVDICE PAST DUE AFTER B3/04/07
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N

National Office Suppliers, Inc. "Everything for Your Office”

(859) 278-5454
121 Southland Dr. ® Lexington, KY 40503 Fax (859) 278-5781

: ficct 100118 / BARNEY

- SHIP TO

EAST KENTUCHY POWER COOR. ERST VENTUCKY POWER CODP.
P.0, BOR.707 - PEBBY BRIFFIN
WINCHESTER, KY, 4B392-8707 ; lNVOlCE BILL BOSTA CC

WINCHESTER KY 48332

(839) Th4-4812 -3 02/ERI0T NO. B444R3 pace 1

SUBTOTAL
TAX
TOTAL
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FIOMM Heaso printand pross huve e Fadix 4a Express Package Service Packages upto 150 1bs.
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National Office Suppliers, Inc.
121 Southland Dr. ¢ Lexington, KY 40503

EAST KENTUCKY POWER COOP,

PSC Request 56
Attachment
Page 31 of 39

"Everything for Your Office”
(859) 278-5454
Fax (859) 278-5781

fiect 180119 / BARNET

SHIP TO
ERST REWTUCKY PLMER CODE.

PEBBY GRIFFIN

R.0O. BOX 7
WINCHESTER, KY. 48392-9707 INVO'C E BILL BOSTR LO

THIS INVDICE PRST DUE AFTER 84/14/07

WINCHESTER KY 48382
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OfficeMax

Off iceMax 4829
1992 PAVILLION WAY
LEXINGTON,KY. 40508
(859) 263-4400

Tell us about your shopping experience
and enter to win 1 of 5 prizes at
wan, of ficemax .com/store/survey
or to enter w/o purch,; send a 3"x5"
card with name, address and phone # to
OfficeMax-Shopping Exparience
Sweepstakes, 263 Shuman, Naperville, IL
60563. U.5. residents 18+ only. Void
where prohibited.

. 00011481871287 $12.48

Hvywt Sheet Protector 100
070330911885 $4.29

Brite Liner Yeliow 6 Pack

SubTotal $16.78
Tax- B.000% $1.01
oTAL $17.79
YISh 7.8

Card number: XXXXXXXXXXXX4B36
duthorization 059648

03448656
0828 00001 09389 & 03/19/07
00334678 06:13:52 PN

ORDER BY PHONE 1-877-OFFICEMAX

Lo



rh ﬁf

ARBY'S
WINCHESTER, KY
859-744-8330
Thank You for Your Business

Have A Great Day!!!

Check 2603 |

Station 002

CASHIER: Ashley Guests 1
Wednesday 3/21/67 1:08 pn
1 Reuben Corn Beef 4.79

SANDWICH
1 Reuben Corn Beef 4,79
SANDWICH
1 Reuben Corn Beef 4.79
SANDWICH
1 Md Curly Fries 1.49
1 Md Homestyle Fries 1.49
1 Chocolate Shake 1.59
1 Jamocha Shake 1.59
1 Md Pepsi 1.29
Cash 24,00
Sub Tt1 21.82
Tax 1.31
Amt Paid { 23.13)
Change 0.87

Thank-vou! Please come back soon!
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National Office Suppliers, Inc. - "Everything for Your Office”
_ (859) 278-5454
? 121 Southland Dr. ¢ Lexington, KY 40503 Fax (859) 278-5781
foct 188110 / BARNET
' SHIP TO
ERST WENTUERY POWER COUP. ERST WERTUCKY POWER £OOF.
B0, BOK 77 ‘ PEBBY BRIFFIN
WINCHECTER, HY, 483926707 INVOICE  BILL BOSTA T

WINCHERTER ®Y 48392

TR

(BN T4-4812 081 pare  DMBIT o BWTIpace | pugpare  B/ER/ET  Ries 3

L i s

ED PRICE

THIS INVOICE PAST DUE AFYER 85/3/07

it S b et e
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Cornett Advartising
EAST KENTUCKY POWER
Attn: Linda Ballard
4758 Lexington Road
Winchester, KY 40392
Invoice Number: 01071166
Invoice Date: 02/23/07
INVOICE
EKP—0?201~2 Legal Notice Print Ad
59 Insertions; 15 Versions
- Computer Production (39.75 hrs @ $85) $3,378.75
- Account Service (15 hrs @ $75) No Charge
- Media (1/24-28/07)) _ $51,754.26
: SUBTOTAL: $55,133.01
TOTAL INVOICE AMOUNT: $55,133.01
4803
a2300 0 0d - TEe-
Yroj A goas
oG
"
WPRO\‘P‘
330 Fast Main Streei, 3rd Floos
texinglon, Kenlucky 40567
(859) 281-5504

tax (359) 201-5107
waw. cornetiadverlising.com


http://www.coineiiadverlislno.com
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THE: ARVERTISEMEN].

1S PAYABLE UPON. REGEIPT

BEE-TRE- 4012






PSC Request 57

Page 1 of 1
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
THIRD DATA REQUEST RESPONSES
COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07
REQUEST 57
RESPONSIBLE PERSON: Ann F. Wood
COMPANY: East Kentucky Power Cooperative, Inc.
Request 57, Refer o the response to the Staffs First Request, Item 54. Did

EKPC give any consideration to seeking recovery of the cost of its depreciation study

through a deferral that would be amortized over a period of years? Explain the response.

Response 57. EKPC did not consider seeking recovery of the cost of its
depreciation study through a deferral that would be amortized over a period of years. The
total cost of the depreciation study was $54,205, which was deemed immaterial to defer

and amortize.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2006-00472
THIRD DATA REQUEST RESPONSES

COMMISSION STAFE’S THIRD DATA REQUEST DATED 05/01/07

REQUEST 58

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.

Request 58. Refer to the response to the Commission Staffs Data Request at the

March 22, 2007 Hearing, Item 1. Provide copies of the Plan of Correction filed with the
RUS.

Response 58. Please see the attached letters which were sent to the Rural

{tilities Service.



‘/ ,“ EAST KENTUCKY POWER COOPERATIVE

April 26, 2007

Mr. James M. Andrew
Administrator

Rural Utilities Service

Stop 1510

1400 Independence Avenue, S.W.
Washington, DC 20250-1568

Dear Mr, Andrew:

PSC Request 58
Page 2 of 8

As EKPC staff has previously discussed with you and RUS staff, EKPC did not meet the TIER and
DSC ratio requirements in the Mortgage Covenants for the three-year period ended December 31,
2006. We have previously sent to you a letter outlining the causes of EKPC’s inability to meet
Mortgage Covenants (see letter dated June 1, 2000, from David Eames, attached).

Shown below are the calculations for TIER and DSC for the years 2004, 2005, and 2006:

For 20804: Mortgage Agreement
TIER
(a) Net Margins
(b) Interest on Long Term Debt
TIER ={a) +(b)/ () =

==
o
O

|

(a) Depreciation

(b) Interest on L-T Debt

{c} Margins

(d) Interest + Principal

DSC = (a) + (b)) + (e} / (d) =

(27,267,516)
53,923,424

26,655,908

38,994,125
53,923,424
(27,267,516)
91,548,864

0.717

/ 53,923,424= 0.494

For 2005: Mortpage Agreement

TIER
(a) Net Margins
{b) Interest on Long Term Debt
TIER = (a) + (b) / (b) =
4775 Lexington Road 40391 Tel. (859) 744-4812
PO, Box 707, Winchester, Fox: {(859) 744-6008

(46,007,522)
69,570,845
23,563,323

Kentucky 40392-0707 http:/fwww.ekpe.coop

[ 69,570,845=" 0.339

A Touchstone Energy Cooperative ?(j}(


http:llwww.ekpc.coop

PSC Request 58

Mr. James M. Andrew Page3 of 8
April 26, 2007
Page 2
DSC
(a) Depreciation 52,037,571
(b) Interest on L-T Debt 69,570,843
(c) Margins (46,007,522)
(d) Interest + Principal 114,243,781
DSC = (a) +(b) + (¢} / (d) = 0.662
For 2006; Mortgage Agreement
TIER
(a) Net Margins. 11,173,989
(b) Interest on Long Term Debt 84,634,106
TIER = (a) + (b) / (b) = 95,808,095 /  84,634,106= 1.132
DSC
(a) Depreciation 39,384,187
(b) Interest on L-T Debt 84,634,106
{c) Margins 11,173,989
(d) Interest + Principal 138,141,727
DSC=(a)+d)+{()/(d}y= 0.979

EXPC’s plan to remedy this situation is being sent to you under separate cover.

If you should need any further information, please do not hesitate to cail me.

Sincerely yours,

Koot A W acdeatld

Robert M. Marshall Lua :
President & Chief Executive Officer

Enclosure
fjo/ka

C: James Newby
Victor Vu
William Railey

Bece: Bob Marshall
Dave Eames
Frank Oliva
Thea Kamber
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B EASTKENTUCKY POWER COOPERATIVE

Fune 1, 2006

Mr, Victor Vo

Director, Power Supply Division
Rural Utilities Service

1400 Independence Avenue, SW
Washington, DC 20250-1568

Dear Mr, Vu:

Ms, Marina Chu of the Power Supply Division has requested us to furnish a financial

review of the years 2004 and 2005, as well as an outlook for 2006 rcgardmg Hast Kentucky
Power Cooperative.

BKPC reported a $27.3 million net deficit for the year ended December 31, 2004. One
major event primarily triggered the deficit. On July 1, 2004 Spurlock Unit #1 was forced
off-line when a control system failure caused an ovetheated condition in the generator
stator windings, which damaged the insulatioin and required the sfator to be rewound.
Spurlock Unit #1 was off-line until October 27. The net cost of this outage was over $38
million, inciuding $18 million of actual maintenance costs and $20 mitlion of the net
replacemcm cost of fuel nol recovered under the Kentucky Fuel Adjustment Clauge (FAC)
provision. This unplanned unit outage, affecting EKPC’s 2004 financial results, was a one-
time event. All EKPC debt covenants remained secure and no events-of default Qccuned

In early 2006, BKPC received Notices of Violations (NOVs) from the U.S. Environmental
Protection Agency and the Commonwealth of Kentucky Envirommental and Public
Protection Cabinet alleging vivlation of the Clean Air Act relating to EKPC's Dale Units }

& 2 located in Ford, Kentucky. Dale Units 1 & 2 are EKPC’s oldest coal-fired units built
in 1954,

Under Phase Il of the emission restrictions of the Clean Alr Act, owners of generation
piants that have more than 25 MW capacities are required to record, report, and provide for
the emissions from the plant. EXPC replaced the turbines and generators for these two
units in the late 1990°s and, as a result of the contract petformance $jpecify cations, believed
the nameplate capacity of the units was 24 MW each. The NOVs allege that, using 2 KVA
rating calculation method (which uses the KV A number on the nameplate as multiplied by
a power faclor), the Dale Units 1 & 2 actually have a rating of 27 MW cach, Based on the
KV A rating, the Dale Units 1 & 2 would be covered under the Clean Air Act. Therefore,

4775 Lexingion Reod 40391 Tel. (859} 744-4817
PO, Box 707, Winchesfer, Fox: (859) 744-6008 N o s
Kentucky 40392-0707 hitp:fiwww.ekpe.com A Touchstone Energy Coopeestive KX
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Vigtor Vu
Page 2
June 1, 2006

EKPC was cited as being required fo provide SO, and NOx emissions for these two units
refroactive to 2000

Based on the reviews of the NOV conducted by its auditors and external counsel, BKPC
determined that it needed to record a non-cash lability on'its 2005 balance sheet to reflect
the potential impact of this violation. EKPC does not expect any cash flow impact untii the
issne is resolved, which is not expected any time soon. EKPC believes that it can provide
sufficient defenses to reduce or eliminate a significant amount of this potential liability.

A financial review by the 16 lenders to EKPC under an existing $650,000,000 revolving
Credit Agreement was conducted and, as a resuli, the financial institutions reaffirmed their
commitment to the Credit Agreement. EKPC remains in good standing with all its lendess.
EKPC is currently in compliance with all its debt covenants and the $650,000,000 revolving
Credit Facility is fully available for EKPC’s use.

BKPC has budgeted a net margin of $5.0 million for 2006. BKPC’s first quarter results for
2006 show 2 nef margin of $12.3 million, which is $1.4 million ahead of budget.

B PC has taken several steps toward improving its financial performance. for 2006:

o A cost-containment program has been undertaken with the goal to ¢liminate
operating costs and increase margins,

& EBXPC continues to review the possible justification for a base rate increase in the
near fupure.

= In July 2005, EXPC and its member systems instituted an Environmental
CompHance Surcharge, pursuant to KRS 278.183, in order to recover costs incuryed
due to the Clean Air Act requirements. '

s  BKPC has hired former Buckeye Power CEO Richard “Dick” Byme fo function as
EKPC’s intetim chief operating officer. Mr. Byrne will continne working on a part-
time basis for several months. He will be working with BKPC CEQ Roy Palk, to
develop a work plan to identify additional cost containment injtiatives, further
define the scope of the COO’s work and review corporate strafegies.

¢ My Byme and CEO Roy Palk will determine a reasonable timeframe to achieve the
work plan to reduce wholesale power costs.

s Mr, Palk and Mr. Byrne will report the work plan and the anticipated timeframe for
reducing wholesale power costs 1o the EKPC Board by the July Board meeting,

b 45T KENTUCKY POWER COOPIRATIVE ‘ ATouthstone Energy Coupetinive ?{JQ:
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Victor Vu
Page 3
June 1, 2006

Upon receipt of this letter, please feel free to contact me to schedule a follow-up
conference call. In the meantinie, do not hesitate to call with any questions,

Sincerely,

David G. Eames
Vice President, Finance

dge/fio/ka

".;’b 4& EAST KENTUCKY POWER COOPERATIVE A Tonichsone Enesgy Q’mp!'.mli\'c?&i}(
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=

‘May 1, 2007

Mr. James M. Andrew
Administrator

Rural Ulilities Service

Stop 1510

1400 Independence Avenue, S.W.
Washington, DC 20250-1568

Dear Mr. Andrew_:

In accordance with Section 4.15 (b)(4) of the RUS Mortgage Agreement, EKPC hereby sets forth
the actions to be taken to achieve the required TIER and DSC in the future.

EKPC’s plan of remedy basically consists of two parts—reducing costs and increasing rates.

In 2006, EKPC initiated a cost-reduction program to either defer or eliminate $20,000,000 of
expense in each of years 2006 and 2007. EKPC reduced 2006 expenditures by $16,051,000
(including $13,726,000 of budget reductions and $2,325,000 of expense deferrals) and, to date, has
reduced 2007 expenditures by $27,511,000 (including $17,123,000 of budget reductions and
$10,388,000 of expense deferrals). EKPC will continue these cost-reduction efforts into 2008 and
2009.

The second phase is to petition the Kentucky Public Service Commission (KPSC) to allow EXPC to
raise rates. EKPC has prepared a rate case requesting a $43,400,000 rate increase on an annual
basis. EKPC has received an interim rate increase of $19,000,000 with an effective date of April 1,
2007. This will generate additional revenue of approximately $8,000,000 in 2007. The KPSC has
suspended ruling on the remainder of the increase for five months, making it effective as late as
September 1, 2007. It is also anticipated that EKPC may need to file two or three more rate cases
over the next four or five years in order to ensure that EKPC’s finances stay on a strong footing.

For the year 2007, EKPC’s budget projects a net margin of $23.7 million. Assuming this level of
net margin is achieved, the 2007 TIER and DSC are projected to be 1.19 and 1.05, respectively.

If you should need any further information, please do not hesitate to call me.

A775 Lexington Road 40391 Tel. (859) 744-4812
PO. Box 707 Winchester, Fax: (859) 744-5008 ) _ 1)
Kentucky 40392-0707 hﬁp;."/www.ekpc.coop | A Touchstone Energy Cooperative é.__


http://www.ekpc.coop

PSC Request 58

Mr. James M. Andrew Page 8 of 8
Page 2
May 1, 2007

Sincerely yours,

obert M. Narshall
President & Chief Executive Officer

fjo/ka

C: James Newby
Victor Vu
William Railey

Bee: Bob Marshall
Dave Eames
Frank Oliva
Thea Kamber

EAST KENTUCKY POWER COOPERATIVE .
A Touchstone Energy Cooperative ;(j}(
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EAST KENTUCKY POWER COOPERATIVE, INC,
PSC CASE NO., 2006-00472

THIRD DATA REQUEST RESPONSES
COMMISSION STAFF’S THIRD DATA REQUEST DATED 05/01/07
REQUEST 59
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 59. Concerning the EKPC residential marketing loan program:

a. Provide copies of the guidelines EKPC has established for this
program.

b. Provide copies of any loan documents member systems submit

as part of the process of securing these loans.

Response 39, a. Please see pages 2 through 3.
b. Please see pages 4 through 5.
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EKPC RESIDENTIAL MARKETING LOAN PROGRAM

Purpose of the Program

To encourage the purchase and installation of residential end-use products or energy
efficiency upgrades which have been endorsed and approved by the EKPC Board of
Directors and are being promoted under the EKPC system’s marketing program.

Operation of the Program

EKPC will make loan funds available to each of its member systems who desire to use
such funds. The member systems will use these funds to make loans to their member-
consumers for the purchase and installation of residential end-use products or energy
efficiency upgrades that have been endorsed and approved by the EKPC Board of
Directors.

Loans to member-consumers may be made for an amount up to $15,000 for a term of up
to six years. The member systems will be responsible for member-consumer credit
evaluation, structure of loans, and loan approval as they deem necessary.

EKPC will disburse loan funds to the member systems on a quarterly basis. The member
systems must estimate their quarterly funds needs and submit a request of that amount two
weeks prior to the beginning of each calendar quarter. A statement of loans made during
the ending calendar quarter, principle and interest collected during that quarter, and the
remaining balance of previously disbursed funds must also be submitted.

EKPC will establish the interest rate to be charged to the member systems at the beginning
of each year. Said interest rate will be the five-year FFB rate as of the last business day of
November per CFC/RUS. Member systems may add up to two percent to the rate they
pay EKPC to cover costs of administering the program and bad debt losses.

Member systems will make principle and interest payments to EKPC each month. Interest
will be charged on the unpaid balance of all residential marketing loan program funds.
Principle repayment will be amortized over a six-year period beginning with the date of the
disbursement. In order to meet KRS 278.300 requirements, at the end of two years,
member systems will have the option of making a final bailoon payment or of renewing the
outstanding balance for up to two years with payments based on the six-year schedule.
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EKPC Residential Marketing Loan Program Page 3 of 5
Page Two

Although the loan funds supplied by EKPC are for the purpose of making loans to
member-consumers, the member systems may invest outstanding balances. These balances
should be invested in a manner that assures funds will be available for member-consumer
loans when needed.

EKPC will make loan funds available to the member systems in accordance with prudent
surplus funds management practices. EKPC will not borrow money for the purpose of
relending it to the member systems. Loan program operations reports will be made
available upon request.
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RESIDENTIAL MARKETING LOAN PROGRAM
REQUEST FOR FUNDS

Member System Name

Date Submitted

Amount Requested 3

Funds are requested to reimburse member system for loans made during period

beginning and ending
(date) (date)

Funds are requested in advance to cover estimated loans for the period

beginning and ending
(date) {datc)

Loan Activity During Last Quarter

New Loans made:

Identification No. Amount of Loan Term Program

Principal and interest collected on all loans:

$ principal  § interest
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This request is made in compliance with the guidelines of the EKPC residential -

marketing loan program. agrees to make
(cooperative name)

monthly payments of principal and interest to EKPC to fully repay all funds disbursed to

under the residential marketing loan program.

{cooperative name)

Interest will be charged at therateof % per annum and will be fixed for a period
of two years, with two-year renewals, not to exceed an aggregate of six (6) years.

Monthly principal and interest payments for any disbursement to the named cooperative
by EKPC will be based on a six (6) year amortization schedule commenci'ng on the date

of such disbursement. There is no prepayment penalty.

Signed

Date




