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COMMOWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF CLARK ENERGY 1 
COOPERATIVE, INC. FOR AN ORDER PURSUANT ) 
TO K.R.S. 278.300 AND 807 K.A.R. 5:001, SECTION 11 ) 
AND RELATED SECTIONS AUTHORIZING THE ) CASE NO. 
COOPERATIVE TO OBTAIN A PERPETUAL LINE OF ) 
CREDIT NOT TO EXCEED $8,500,000.00 AT ANY ONE) 
TIME FROM THE NATIONAL RURAL, UTILITIES ) 
COOPERATIVE FINANCE CORPORATION ) 

APPLICATION 

Clark Energy Cooperative, Inc. (CcClark”) respectfully submits this application seeking approval 

to obtain a perpetual line of credit not to exceed $8,500,000.00 at any one time from the National Rural 

Utilities Cooperative Finance Corporation (NRTJCFC). Clark submits this original and 10 copies of the 

application with this filing. 

1. Clark is a nonprofit electric cooperative without capital stock, duly organized and existing under 

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

consumers in the Kentucky counties of Bath, Bourbon, Clark, EstiII, Fayette, Madison, Menifee, 

Montgomery, Morgan, Powell, Rowan, and Wolf. 

2. Clark’s full name is “Clark Energy Cooperative, Inc.” and its post office address is Post Office 

Box 748, Winchester, Kentucky, 40392-0748. 

3.  As of December 3 1,2006, Clark serves 25,694 member consumers. It has 2,966.026 miles of 

distribution lines in its twelve county service territory, and owns additional facilities necessary to support 

this distribution system. The total original cost of these distribution lines and additional facilities as of 

December 31,2006 is $90,037,288. 



4. The current certified copy of Clark’s Articles of Incorporation, except for the amendment 

hereinafter metioned, is 011 file with the Commission as part of the record ill Case No. 92-2 19, The 

Application of Clark Rural Electric Cooperative Corporation of Winchester, Kentucky, for an order 

Authorizing an Increase in its Retail Rates, Applicable to All Consumers. The Amendment of Articles of 

Incorporation as of May 12, 1997 is on file with the Coininissioii as part of the record in Case No. 2000- 

529, The Applicatiori of Clark Energy Cooperative, Iiic for Authorization to Increase CATV Attachment 

Rates. Also attached is a certificate of good standing dated January 26, 2007 as Exhibit 1 I 

5. The Applicant further states that: 

a. 

b. 

c. 

d. 

No amount or kinds of stock are authorized by Clark. 

No amount or kinds of stocks are issued or outstanding by Clark. 

No preferred stock has been issued or is outstanding by Clark. 

Exhibit 2, which is attached, lists tlie outstanding notes secured by mortgages which have 

been executed by Clark as Mortgagor and delivered to tlie United States of America and the 

National Rural LJtilities Cooperative Finance Corporation as Mortgagees as of the date of 

this Application. The balance outstanding on these notes as of December 3 I ,  2006 is as 

shown in Exhibit 2. A copy of the restated mortgage dated July 1, 2003 is attached for tlie 

record as Exhibit 3 .  

No bonds are authorized or issued by Clark. 

Clark has 110 other indebtedness except current liabilities which occur in the ordinary course 

of business and which are unsecured. 

No dividends have been paid by Clark. 

e. 

f. 

g. 
6. A detailed income statement, based on a twelve-month period ended December 3 1,2006 is 

attached as Exhibit 4 and its Balance Sheet is attached as Exhibit 5 of this application. 

7. The use to be made of the proceeds from this line of credit is to obtain loan funds quickly for any 

temporary shortfalls of cash, while awaiting permanent financing. 

8. At this time, it is not anticipated that any property is to be acquired, constructed, improved, or 

extended with tlie proceeds from this loan. 

9. At this time, it is not proposed to discharge or refiind any obligations with the proceeds froin this 

loan. 

10. The approval of tlie loan from the National Rural Utilities Cooperative Finance Corporation is 

attached as Exhibit 6. 

1 1. The Resolution which tlie Board of Directors will use to approve this loan is attached as Exhibit 

7. 



12. Clark is seeking approval of the $8,500,000 perpetual line of credit. Clark currently has a line of 

credit, number 5 104, with the National Rural Utilities Cooperative Finance Corporation, which will 

expire on April 27, 2007. The current line of credit contains an annual pay down provision. 

Clark is now seeking approval of the $8,500,000 line of credit because it is perpetual and would not 

expire and would automatically renew each year. A perpetual line of credit will reduce paperwork and 

labor requirements. The proposed perpetual line of credit will also contain an annual pay down provision. 

Clark’s work plans over the last several years have ranged in the sixteen to twenty million dollar 

range. Clark’s current work plan is i n  the amount of $1 6,283,900. The $8,500,000 represents about 50 

percent of the current and future work plans. 

13. The terms and conditions of the proposed $8,500,000 perpetual line of credit are shown i n  

Exhi bit 8. 

14. A copy of the Revolving Line of Credit Agreement is shown i n  Exhibit 9. 

WHEREFORE, Clark requests that the Public Service Commission of the Coininoiiwealtli of Kentucky 

issue an Order authorizing and granting Clark Energy Cooperative, Inc. approval for a perpetual line of 

credit not to exceed $8,500,000 at any one time from the National Rural Utilities Cooperative Finance 

Corporation and all other relief to which the Applicant may be entitled. 

This gt” day of February, 2007. 

Grant, Rose & Puinplirey 

Attorneys for Applicant 
51 South Main St 
Winchester, KY 40391 
Phone: (859) 744-6828 



I, Paul G. Embs, after first being duly sworii, deposes and says: That lie is the President and Chief 
Executive Officer of Clark Energy Cooperative, Inc., a rural electric cooperative corporation, duly 
organized and doing business under the Rural Electric Cooperative Corporation Act of the 
Commonwealth of Kentucky; That lie has read the foregoing Application and knows the contents thereof; 
That the same is true of his own Itnowledge except as to such matters as are therein stated 011 information 
or belief, and as to those matters lie believes same to be true. 

This gtil day of February 2007. 

CLARK ENER-GiY COOPERATIVE. INC. 

By: 
Paul G. Embs,4residveent and CEO 

Subscribed and sworn to before me by Paul Embs, President and Chief Executive Officer of Clark 
Energy Cooperative, Inc. this gtil day of February 2007. 

qJ&L 
No ry Public, Kentucky State-at-Large 

My Commission Expires: //-s-as 

CERTIFICATE OF SERVICE 

I hereby certify that the original and ten (1 0) copies of the foregoing application was served upon 

Ms. Beth A. O’Do~inell, Executive Director, Kentucky Public Service Co~ninissio~i, 2 1 1 Sower 

Boulevard, Frankfort, ICY 40602 by hand delivery this 9‘” day of February, 2007. 

Robert L‘. Rose’ ’ 
Counsel for Applicant 
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CommonweaIth of Kentucky 
Trey Grayson 

Secretary of State 

Certificate of Existence 

I, Trey Grayson, Secretary of State of the Commonwealth of Kentucky, do 
hereby certify that according to the records of the Office of the Secretary of State, 

CLARK ENERGY COOPERATIVE, INC. 

is a nonprofit corporation duly incorporated and existing under KRS Chapter 
273, whose date of incorporation is March 16,1938 and whose period of duration 
is perpetual. 

I further c e r e  that all fees and penalties owed to the Secretary of state have 
been paid; that articles of dissolution have not been filed; and that the most 
recent annual report required by KRS 273.3671 has been delivered to the 
Secretary of State. 

IN WITNESS THEREOF, I have hereunto set my hand and affixed my 
Official Seal at Frankfort, Kentucky, this 26th day of January, 2007. 

Certificate Number: 42746 
Jurisdiction: Kentucky Public Service Commission 
Visit http://apps.sos.kV.clov/business/obdb/certvalidate.as~x to validate the authenticity of this 
certificate. 

Secretary of State 
Commonwealth of Kentucky 
42746/0009739 
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CLARK ENERGY COOPERATIVE, INC. 
LOAN PORTFOLIO AS OF DECEMBER 2006 

I TOTAL OBLIGATION - RUS1$18,860,036.00 1 I 

TOTAL OBLIGATION - FFB1$28,516,970.42 I 
OUTSTANDING LOAN BALANCE 1$52,226,959.741 

I 
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KUS PROJECT DESIGNATION: 

KENTUCKY 49-AL8 CLARK 

RESTATED MORTGAGE 
AND 

SECIJRlTY AGREEMENT 

made by and among 

CLARK ENERGY COOPERATIVE, INC. 
2640 Iron Works Road 

Winchcster, Kentucky 4039 I .  

IJNITED STATES OF AMERICA 
Rural Utilities Scrvicc 

Washington, D.C. 20250- 1500. 

Illortgagec, and 

NATIONAL RURAL UTILITIES COOPERATIVE FlNANCE CORPORATION 
2201 Cooperative Way 

Herndon. Virginia 201 7 1-3025. 

Mortgagee 

Dated as o f  July I ,  2003 

_ _ _ ~  ~ 

rHlS INSTRUMENT GRANTS A SECURITY INTEREST IN A TRANSCII’TTINC C!TILlTY 
THE I)EBTOH A S  ILlORTGACOK IS A TRANSMITTING UTILITY 
THIS INSTKUMENT CONTAINS PROVISIONS THAT COVER REAL AND PERSONAL P R O P k R N .  RXTURES.  AFTF.K.ACQUIREL) 
PROPKKTY. P H O C E E W  R i T U R E  AIIVANCES ANI) FUTURE OBLIGATIONS 
NOTICF” - THIS MORTGAGE SECURF-7 CREDIT IN THF. AMOUNT OF UP T O  %I(K).!XXJ.(H#).00. 
INl>FBTE[)NF,SS SECURED HEREUNDER. INCLUDING FUTURE INDEBTBUNESS. TOGETHER WITH INTFAEST. A R E  SENIOK TO 
INUEHTEDNESS TO OTHER CREDITORS UNDER blORTGAGES AND LIENS FILED OK RECOKDEI) SUBSEQUENT HERETO 
THIS INSTKIJMENT W A S  PREPARED B Y  RICHARD M LAWRhNCF. AS ATTORNEY FOR l!NITED STATES D W 4 K T M E N T  OF 
AGRICULTURE. KUKAL U T I L I T J ~ ~  P V I C E .  WASHINGTON. IlC. L O 3 0 -  1500 

ivl()I<TCAGOR’S ClKCANI%ATION AL IDkNTIFICA”rION NUklBEK IS 0009 739. 

Nu 1 

; c 1-1 ~ $ 3  p,: I LN.% E L ..I . 1 - 

Genrrdlcd: June 23.  2003 restmorl.vlh 12/3/98 vS.h.7 w/ UCC-I revisions 

_- 



1 

1 i 

Exhibit 3 
Page 2 of 51 

RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of  J u l y  I .  2M.7 (hereinafter 
sometinies called this "Mortgage"), is made hy and among CLARK ENERGY COOPERATIVE. INC. (hereinafter 
called the "Mortgagor"), a corporation cxisling under the h w s  01' the Commoriwcalth of Kentucky, and the UNITED 
STATES OF AMERICA acting hy and through the Atlministrator of the Rural Utilities Service (hcreinalicr called 
the "Government") and NATIONAL RURAL UTIL.ITIES COOPERATIVE FINANCE CORPORATtON 
(hereinafter called "CFC"). a corporation existing under the laws of the District ol'Colurnhia, and is intentled to 
confer rights and henetits on both the Government and CFC, as well a5 any and all other lenders pursuant to Article 
I1 of this Mortgage that enter into a supplemental mortgage i n  accordance with Section 2.04 of Article 11 hereol'(thc 
Government and CFC and any such other lenders being herein sometimes collectively referred to as the 
"Mortgagees" ). 

RECITALS 

WHEREAS. the Mortgagor. the Government and CFC are parties to that certain Restated blortgage and 
Security Agrccment dated as of  .lune 3, 1996, U S  supplemented, amended or restated (the "Original Mortgage" 
identil'icd i n  Schedule "A" of this Mortgage) originally entered into among thc Mortgagor. Ihc Govcrnriicnt acring by 
and through the Administrator ot thc Rural Eleclrilication Administration. the predecessor 01  RUS. and CFC; 

WHEREAS. the Mortgagor deems i t  necessary Lo borrow moncy /"or irs corporate purposes and to issuc its 
promissory notes and other debt ohligations therefor lrom time to time i n  one o r  more scries. and to mortgagc and 
pledge its property hcreinaher described or mentioned to secure the payment o l  rhe same: 

WHEREAS. the Mortgagor desires to enter into this Mortgage pursuant to which all secured deht of the 
Mortgagor hercunder shall he secured o n  parity: 

WHEREAS. this Mortgage restates and consolidates the Original Mortgage while preserving the priority of 
the Lien unrlcr the Original Mortgage securing thc payment 01' Mortgagor's outstanding ohligations secured under the 
Original Mortgagc. which indchtetlness is described more particularly hy listing [he Original Notes in Schedule "A" 
hcrcto: and 

WHEREAS. all acts nccessary to make this Mortgage a valid and binding legal instrument for  the security 
of such notes and obligations. sub"jcct to the terms of this Mortgagc, have been in all respects duly authorized: 

NOW. THEREFORE. THIS MORTGAGE WTTNESSETH: That to secure the payment of the principal 0 1  
(and prcmium. if any) and intercst on the Original Notes and all Notes issued hereunder according to their tenor and 
effect. and the pcrl'orrnance 01' all provisions therein and herein contained, and i n  consideration of the covenants 
herein containcd. the purchase or  guxantec o f  Ncites hy the guarantors or  holtfrrs thereof. and other good and 
valuable eonsideration. the M o r t p g o r  has mortgaged. pledged and granted a continuing sccurity interest in. and by 
thcsc presents does herehy grant. hargain, sell. alienate, remise, release. convey, assign, translcr, hypothecate. 
pledgc. set over  and confirm. pledge. and grant a continuing security interest and lien i n  for the purposes hereinafter 
expwsscd. unto the Mortgagees a11 properly, assets. rights. privilegcs and franchises ol' the Mortgagor ot' cvery kind 
and description. rcal. personal or  mixed. tangihle and intangihle, ot thc kind or nature specifically mentioned herein 
O R  ANY OTHER KIND O R  NATURE, except any Exccpted Propcrty. now owned or hereafter acquired or  arising 
by the Mortgagor (hy purchilsc. consolidation, mergcr. donation. construction. crcction or in any other way) 
whcrevcr locatcd, including (without limitation) all and singular the following: 

GRANTING CLAUSE FIRST 

A. all ol' those Ice and leasehold interests i n  real propcrty set forth i n  Schcdule "B" hcreto, suhjcct in each casc to 
those matters set forth in such Schedule: 

B .  al l  01 the Mortgagor'b interest i n  fixtures. casements, permits, liccnses and rights-of-way compribing real 



CLARK C O U N N  

M495 PG466 

Exhibit 3 
Page 3 of 51 

property, and all other interests i n  real property, comprising any portion of the Utility System (as herein 
dclincd) located in the Counties listed in Schedule "B" hereto: 

C. all righi. title and intcrcst o f rhe  Mortgagor in and to those contracts ol'the Mortgagor 

( i )  relating to the iiwnership, operation or maintenance or any generation, transmission or distribution 
facility ownctl. whelher solely orjointly, hy the Mortgagor, 

( i i )  for the purchase 0 1  electric power and energy hy the Mortgagor and having an original term in 
excess of  3 ycars. 

( i i i )  lor the sale of electric power and energy hy the Mortgagor and having an original term i n  excess of 
3 year>. and 

(iv) lor thc transmission ut electric power and energy hy o r  on hehalf of [he Mortgagor and having an 
ori;in:il term in e'xccss 01.1 years. including in respect oI' any of the foregoing. any arnendincnts. 
supplcinents and replacements thereto: 

D. all thc propcriy. rights. privileges, allowances and I'ranchises particularly descrihed in the annexed Schedule 
"B" arc hcrchy iiiadc a part ol", and deemed to hc described in ,  this Granting Clause as fully as i t  set Forth in this 
Granting Clause at length: and 

ALSO ALL ()THER PIIOPERTY. real cstate, lands. casements. servitudes, licenses, permits. allowances. 
consents, t"ranchiscs. privilcgcs. rights of  way and other rights in or relating to real estate or the occupancy 01 the 
same; all powcr sites. storage rights. water rights, wilier locations. water appropriations, ditches, Ilumss. reservoirs. 
reservoir sites. can;ilh. raceways. waterways, dams. dam sites, aqueducts. and all other rights or means Cor 
appropriating. ctitivcying. storing and supplying water; all rights of way and roads; all plants for the generation ol' 
electric and otlicr Ii)rnis 0 1  energy (whether now known or hereafter developed) hy steam. water, sunlight. chemical 
prticesses andlor (witliout limitation) all other sources of power (whether now known o r  hereafter developed): all 
power houscs. gas plants. strcct lighting systems, standards and other equipment incidental thereto; all telephone, 
radio, tclcvision ant1 other communications. image anti data transmission systems, air conditioning systems and 
equipment incidcntal thcrcto. waier wheels, waterworks. water systems, steam and hot water plants, substarions. 
lines. scrvicc and supply systems. hridges. culverts, tracks. ice or refrigerahn plants and equipment. offices. 
buildings and other siruulurcs and the equipmcnr ~herero, all machinery. ongines. boilers. dynamos, lurhincs, electric, 
pas and olhur niacliiiics. prime movers. regulators, meters, transformers. generators (including. hut not limited to, 
engine-driven ;?cneraror> and turho generator units), mti(ors. electrical, gas and mechanical appliances, conduits. 
cahles, wutcr. stcan). gas or  other pipes. gas mains and pipes, service pipes, litrings. valves and connections, pole and 
transmission lincs. towcrh. overhead conductors and deviccs. undergrountl conduits, undcrgrountl conductors and 
devices. wires. cahles. tools, implemciits, apparatus. storage hattcry equipmcnt, and all other cquipment, fixtures and 
personally; all municipal and other franchises, consents, ccrtilicates o r  permits: all emissions allowances: all lines lor  
rhc transmission and ilistrihution of electric currt:nt and other lorms of energy. gas, steam. water or  communications. 
images and data l'or ;in> purpose including towers. poles. wires, cahles, pipes. conduits, ducts and all apparatus for 
use i n  conncciion tlicrcwith. and (except as hereinhefore or hereinafter expressly excepted) all the right. title and 
interest of [hc M o r l s q o r  i n  and to all other property ot any kind or nature appertaining to and/or used and/or 
occupied and/or ciiiploycd i n  connection with any property hereinhuforc descrihcd. hut in all circumstances 
excluding Exccptctl Property: 

GRANTING CLAIJSE SECOND 

With the exccplicm 01 Exccpied Property, all right, title and interas1 of the Morrgagor in. 10 and under all 
personal property arid lixturcs of every kind and nature including without limilation all goods (including inventory. 
equipment and an) ; icccsions thereto). instruments (including promissory notes), documents, accounts, chattel 
paper. clcctronic chattel paper. deposit accounts (including. hut not limited to. money held in  a trust account 
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pursuant hereto or to a loan agreemenr), letter-oF-credit rights, investmcnc property (including certificated and 
uncertilicatcd securities. security entitlements and securities accounts). software. general intangibles (including, but 
not limited to. payment intangibles). supporting ohliptions,  any other contract rights or rights to the payment of 
money, insurance claims. and procecds (as such terms arc presently or hereinafter dcfincd in the applicable UCC; 
provided. however that the term "instrunient" shall be such term as defined i n  Article 9 ol' the applicable IJCC: rather 
than Articlt: 3): 

GRANTING CLAUSE THIRD 

With the exception of Excepted Property, all right, titlc and interest of the Mortgagor in ,  t o  and under any 
and all agreements. lease5 or contracts heretol'ore or hereafter executed by and ht:twcen the Mortgagor and any 
person. tirni or corporation relating to thc Mortgaged Property (including contracts for the Icase. occupancy or sale 
ot' the Mortgaged Propcrty. or any portion thereof); 

GRANTING CLAUSE FOURTH 

With the exception 0 1  Excepted Property, all right titlc and interest of the Mortgagor in.  10 arid under any 
and all hooks, rccords and correspondence relating to the Mortgaged Property. including, but not limitcd to a11 
rccords. ledgers. leases and computer and automatic machinery software and programs. including without limitation, 
programs. duhhases, disc or kipc files and outomatic nuchinery print outs, runs and other computer prcparetl 
inli)miation indicating. summarizing. evidencing o r  otherwise necessary or helpful i n  the collection ol  or realiration 
on the Morrgagcd Property: 

GRANTING CLAUSE FIFTH 

All other property, real. personal or  mixed, of whatever kind and dsscription and whcresoever situated. 
including without limitation goods, accounts. money held i n  a trust account pursuant hereto or to a loan agreemeni. 
and gcncrnl intangibles now owned or which rriay be hereafter acquired by the Mortgagor, hut excluding Exceptcd 
Property, now owned or  which may hi: hereafter acquired by the Mortgagor. i t  hcing the intention hereor that all 
property. riphts. privilcgcs, allowances and franchises now owned by the Mortgagor or acquired by the Mortgagor 
alicr thc date hereof(othcr than Excepted Property) shall be as Fully embraced within and suh,jected to the lien hcrcof 
a. it ' such prnpcrty were specifically described herein: 

GRANTING CLAUSE SIXTH 

Also any Exceptcd Property that may. from time to time hercarter, hy delivery or by writing of  any kind, hc 
suhjected to the lien hereof by the Mortgagor or hy anyonc i n  its hehalf:. and any Mortgagee is hereby authorized to 
receive the same at any time as additional security hereunder for the hcnclit of a11 the Mortgagees. Such suh,jection 
to the lien hcrcof of any Excepted Property as additicinal security niay be made subject to any reservations. 
limitations or conditions which shall he set forth in a written instrument executcd by the Mortgagor or the person so 
acting i n  i t s  bchalf or by such M o r t g i a p  respecting the use and disposition 01' such property or  the proceeds thcrcol; 

GRANTING CLAUSE SEVENTH 

Together with (sub~ject to the rights of the Mortgagor set I'orth i n  Section 5.01) all and singular the 
tenements. hereditaments and appurtenances helonging or in anywise appcrtaining to  the aforesaid properly or any 
part thereof. with thc reversion and reversions. rcmaindcr and remainders and all the tolls. earnings. rcnts, issues. 
profits. revenues and other income.. products and proceeds ol' thr property subjected or required to  hc sub~jeckd to 
the lien o f  this Mortgay.  and a11 other property 01 any nature appertaining to any 01' the plants, systems, business or 
operations o l thc  blortgayor, whether or not aflixed to the realty. used in the operation or any ol'thc premises or 
plants or the Iltility System. o r  otherwise. which are now owncd or acquired hy thc hlortgagor. and all the estate. 
right, titlc and interest ol'every nature whatsoever, at law as well as i n  t:quity. or the Mortgagor i n  and to the saiiie 
and every part thereor (other than Excepted Propeny with respcct to  any 0 1  the foregoing). 
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There is, however, expressly excepted and excluded from the lien and operation of this Mortgage the following 
dehcribed property ot the Mortgagor, now owned or hereatter acquired (herein sonutimcs referred to as "Excepted 
Propcrty" ): 

A. 

8 .  

C. 

D 

E. 

F. 

G .  

H. 

I .  

J .  

a11 sharcs ol'stock, securities or other interests of the Mortgiagor in the National Rural Utilities Cooperative 
Finance Corporation and CoBank. ACB and irs predecessors i n  intcrcst other than any stock. securities or other 
interests that arc specitically descrihed in Subclause D of Granting Clause First as heing suhjcctcd t o  the lien 
hereof; 

all rolling stock (except inohile suhstations), automobiles, buses, trucks, truck cranes, tractiws. trailers and 
similar vehicles and niovahle cquipmenl which are tilled and/or rcgistcrcd in  any state of the United Stares of 
America. and all tools. accessories and supplies used i n  connection with any of the foregoing; 

all vessels. hoats, ships. hargcs and other marine equipment, all airplanes, airplane engines and other llight 
equipment. and all tools. acccssorics and supplies used in connection with any or the foregoing: 

al l  off ice furniture* equipment and supplies that is not data processing. accounting o r  other computer equipment 
or soltwarc: 

all leasehold intcrcsls lor oflicc purposcs; 

al l  leasehold interests of the Mortgagor under Icclscs for an original tern1 (including tiny period Tor which the 
Mortgagor shall have a right of' renewal) o f  less than five (5) years; 

all rirnhcr and crops (bath growing and harvested) and all coal. ore, gas, oil and other minerals (hoth i n  place or 
severed); 

the last day o f  the term of each leasehold estate (oral or written) and any agreement therefor. now or hereafter 
enjoyed hy the b lo r tpgor  and whether falling within a general o r  speciiic description of property herein: 
PROVIDED, HOWEVER. that the Mortgagor covcnants and agrccs that i t  will hold each such lasr day in trust 
thr the use and henetit ol' all ot' thc Mortgagees and Noteholders and that i t  will dispose of each such last day 
from tirnc to time in accordance with such written order as the Mortgagee in its discretion may give; 

all permits. licenses, franchises, contracts, agreements, contract rights and other righu not specifically suhjeckxl 
or required to he subjected to the licn hereof by the express provisions of'this Mortgage, whether now owned or 
hcrcaftcr acquired by thc Mortgagor. which hy their terms or hy reason ol'applicahlc law would hccuinc void o r  
voidahle it '  mortgaged or pledged hereunder by thc Mortgagor. or which cannot he granted, conveyed. 
niortgaged. rransrcrrcd or assigned hy this Mortgage without tho consent ol  other partics whose conscni has 
becn withheld. or  without sh j cc t ing  any Mortgagee to a liability not otherwist: contemplated by the provisions 
0 1 '  this Mortgage, or which otherwise may not  hc. hcrchy IawlLlly and cfl"cctivciy grunted. conveycd, 
nwrtpaged, translkrred and assigned by the Mortgagor: and 

the properly identified i n  Schedule "C" hereto 

PROVIDED. HOWEVER. that ( i )  i t .  upon the occurrence of an Event ol Delilult. any Mortgagee, or any 
receiver appointed pursuant IO statutory provision or order (il'court, shall have entered into possession of all or 
substantially all of the MoItgaged Property, all the Excepted Property descrihed or  referred to i n  the l'orcgoing 
Subdivisions A through H, inclusive, then owned o r  tharcattcr acquircd hy the tvlortgngor shall immediately, and. i n  
thc: caw 0 1  any Excepted Property described or relerred to in Suhdivisions I through 1. inclusivc. upon demand 0 1  
any Mortgagee or such reccivcr, become subject to the licn hcrcof to [he extent permitted hy law. and any Mortgagee 
or such receiver may. t.o the extent permitted by law? at the same lime likewise takc possession thereof. and ( i i )  

ERM-09-08-0 12-KY Pnyc J 
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whenever all Events ol'DcFiult shall have brim cured and the possession of all or substantially all of the Mortgaged 
Properly shall have been restored tu the Mortgagor, such Exceptcd Properly shall again he excepted and exclutiecl 
From the licn hereof tu thc extent and otherwise as hereinabove set forth. 

However. pursuant to Granting Clause Sixth. the Mortgagor may suhjcct io the licn 0 1  [his Mortgage any 
Excepted Properly, whercupon thc same shall cease t t i  he Excepted Property: 

HABENDUM 

TO HAVE AND TO HOLD all said property, rights, privileges antl franchises orevery kind and description, 
rcul. perscinal or mixed, hereby and hereafter (by supplemental mortgage or othenvisc) granted. bargained. sold. 
aliencd. remised. released. conveyed, assigned. transi'errcd. mortgapcd, encumbered, hypothecated, pledged, sct 
over. confirnied, or suhjectcd t o  a coniinuing security interest antl lien as aforesaid. togcther with dl ihr 
appurtenancos rhcreto appertaining (said properties. rights, privileges and 12-anchiscs, including any cash and 
securities hcrcafrer deposited wilh any hhrtgagcc (orhcr than any such cash, il' any. which is spccilicalty stated 
herein n o t  to he deemed piirr of the MortEagcd Property). being herein collectively called the "Mortgagcd Property") 
unto the Mortgagees and the rcspccrivc assigns or the Mortgagees forevcr, i o  sccurc equally and ratably the payment 
ot'rhe principal of(and premium. il'any) and interest on the Noteb. according 1 0  their terms. without prelercnce. 
priorily or distinction as to inicrcsi o r  principal (except as othcrwisc specilicillly provided hercin) or as t u  lien or 
othcrwise 0 1  any Note over any other Note hy rcason or the priority in time of the cxecurion, delivery or maturity 
thcreol.or o!  the assignment or negotiation thcrcol. or othcrwisc. and to sccurc the due pcrliirmancc or all or the 
covcnants. agrecinenis and provisions hcroin and i n  the Loan Agreements conuined. and for the uses and purpobcs 
and upon the rems. conditions. provisos tint1 agrccn\cnts hereinalter cxpresscd and declared. 

SUBJECT, HOWEVER, lo Pcrmittctl Enouiiihranccs (as dcfincd in Scction I . O I  ). 

ARTICLE I 

DEFINITIONS 5: OTHER PROVlSlONS OF GENERAL APPLICATlON 

Section 1.01. Definitions. 

In addition to the \ e r m  tlclinctl elsewhere in this Mortgage, the terms delinecl i n  this Article 1 shall 
have the meanings spccilicil htrcin and under thc UCC. unlcss the conicxt clearly requires 
othcrwisc. The terms dclinctl licrcin include the plural ah well as the singular and thc singiilnr as 
well as the plural. 

AccountinP Requirements h11 nican the requirements ol' any system of accounts prescrihed hy 
R U S  so long as the Covcrniwiii is thc holder, insurer or guarantor or any Notes. or, in the absence 
thercof. the requiwmcnth ( i t  yciicrally accepted accounting principles applicable to businesses 
similar to that ol'thc Mortgagor. 

Additional Notes shall tncan any Governnient Notes issued by the Mortgagor to the Government 
or guaranteed (ir  insured iilr 111 p;tymcnt hy the Government and any Notes issued hy-the Mortgapr 
10 any other Icndcr. in uiihcr c a x  pursuant to Article I1 of this Mortgage, including any refunding. 
renewal. or suhstiruw Notch or  Govarnmcnt Notes which may lrom time to time hc exccutsd and 
delivered hy the hIorigupw pursuant to [he tcrms of Article 11. 

Board shall mean eilhcr lhc  Board OL' Directors o r  the Boird ol'Truxtees, as khe case may he, ol 
[he Mongapcir. 

EKM-09-OX-01 2-KY 

Business Day shall mean any day that thc Government is open lor husiness 

Page 5 
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Debt Service Coverage Ratio ("DSC") shall mean the ratio determincd as Follows: for each 
calcndar ycar add 

( i )  Patronage Capital or Margins 0 1  the Mortgagor 

( i i )  Intcrest Expcnse on Total Long Term Dcht of the Mortgagor (as computed i n  
accordance with the principles sel forth i n  the definition o fTIER)  anti 

( i i i )  Depreciation and Amortizariun Expcnse ot" the Mortgagor, and dividc the total so 
ohteined by an amount equal to the surn ol'all payments of principal and interest 
required to he made on account of Total Long-Tern) Debt during such calendar ycar 
increasing said surn by any addition to interest cxpcnse o n  account ol' Restricted Rcntnls 
as cnmpuretl with respect to the Timcs Interest Earned Ratio herein. 

Depreciation and Amortization Expense shall mean an amount constituting the llcpreciation and 
amortization of the Morlgagor a:, c m p u t e d  pursuant to Accounting Requirements. 

Electric System shall mean. and shall he broadly construed to encompass and include. all of thc 
Mortgagor's interests i n  all electric production, transmission, disirihution, conservation. load 
management. general plant and othur related Facilities. cguipment o r  properry and in any mine. 
wcll, pipeline. plant. structure or other facility lor the development. production. manufacturc, 
storage. lahricatioii or processing 01 lossil, nuclear or othur fuel of any kind or i n  any I:dcility or 
rights with respcct to the supply of water. in cach case lor use. in whole or i n  nia,jor pari. i n  any of 
tho Mortgagor's generating plants, now existing or hcreal'tcr acquired hy lease. contrxt.  purchase 
or orherwise or  constructed hy thc Mortgagor. including any interest or participation of the 
Mortgagor in any such Facili~ics o r  any rights t o  the output or capaciry thercof. togethcr with all 
additions. hettcrrnenrs. extensions and iniprovcirients to such Electric System or any part thercol 
hercattcr made and togerher with all lands. casenicnis and rights-ol-way of  the Mortgagor and all 
other works. properry or structures of the Mortgagor and contrilct riflits and othcr ianpihlc and 
intangible assets or the Mortgagor used or useful in conncction with i)r rclaretf to such Electric 
System. including without limitation a contract right or other contractual arrangement referred to in 
Granting Clause First, Suhclausc C. hut excluding any Exceptud Property. 

Environmental Law and Environmental Laws shall mean all fcderal, staic, and local laws. 
regulations. and requirements related io protection of human health or the environment. including 
but not limited to the Comprehensive Environmental Response, Cornpensaticin and L.iability Act of 
198Q (42 U.S.C. Oh01 et scq.), the Resource Conservation and Recovery Act (42 U.S.C. 6901 et 
scq.). rhc Clcun Water Act (33 U.S.C. 125 I et seq.) and the Clean Air Act (42 [J.S.C. 7401 e i  
scq.), and any nmentlments and iniplementinp rcgulaiions ot such acis. 

Eouitv shall mcan the total margins and equitieb computed pursuant to Accounting Requirements, 
hut excluding any Regulatory Created Assets. 

Event of Default shall have the meaning specitied in Section 4.01 hercol. 

Excepted Property shall have thc meaning stated in the Granting Clauses. 

Government shall mcan the United States ol' America acting by and through the Adininistr;itor ol 
RUS or REA and shall includc i ts successors and as5igns. 

-- Government Notes shall mcan [he Original Notes. and any Additional Notes, issued by the 
Mortgagor to the Government, or guaranteed or insured as to payment by the Govcrnmcnt. 

ERM-I)Y-tIX-(l I 2-KY 
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Independent shall mean when used with respect to any specified person or entity means such a 
person or entity who ( I ) is in l'act independent, (2) does not have any direct financial interest o r  
any material indirect financial interest in thc Mortfagor or i n  any affiliate of  the Mortgagor and (3) 
is not connectcd with the Mortgagor as an otlicer. zinployec, promoter, underwriter, trustee, 

partner, dircctor or person periorming siniilar functions. 

Interest Expense shall mean a n  amount constituting the interest expense of thc Mortgagor as 
compulcd pursuant 10 Accounting Rcquiremcnts. 

- Lien shall mean any statutory or common law or ntm-cunsensunl mortgage, pledge, securiry 
interest, cncumbrancc. licn, right ofsct 011, claim or charge ot any kind. including. without 
limitation. any conditional sale or other titlc retention transaction. any lease transaction i n  the 
nature thercol and any sccured transactioii under thc IJCC. 

Loan Arreernent shall mcan any agrcemcnt executed by and hetween the Mortgagor and the 
Government or any othcr lender in connection with the execution and dclivery of any Notes 
secured hercby. 

Low-Term Deht shall mean any amount included in Total 1,onpTerm Debt pursuant to 

Accounting Requirements. 

Lone-Term Lease shall mean a lease having an unexpired term (taking into account terms ol' 
renewal at the option of thc lessor. whether or not such lease has previously heen renewed) o t  more 
than I ?  months. 

Marpins shall mean the sum of amounts recorded as operating margins and non-opcrating margins 
as ctimputzd i n  accordance with Accounting Rcquiremcnts. 

Maximum Debt Limit. if any, shall mean the amount more particularly descrihetl in Schedule "A" 
h e r w  I: 

Mortgwe shall mean this Restated Mortgtage and Security Agreement, including any amendments 
o r  supplements thereto trom time to time. 

Mortmeed Property shall have the meaning specified as stated in the Hahendum to the Granting 
Clauses. 

klortmgee or Mortraeees shall mean the parties identified in thc first paragraph of this 
instrument as the Mortgagees, as wcll as any and all othcr entities that bccome ;I Mortgagee 
pursua& to Article 11 of this Morlgagc hy entering into a supplemental mortgage in accordance 
with Section 2.03 of Article 11 hereol: The tcrm also includes in all CBSCS the successors and 
assigns of any Morigagce. 

Net Utilitv P m  shall mean the amount constituting the total util i ty plant of the Mortgagor less 
depreciation computed in accordance with Accounting Requirements. 

- Note or 
rrom time to time. be secured under this Mortgage. 

shall mean one or more of the Governmcnt Notes, and any other Notes which may, 

-- Noteholder or Noteholders shall mean one or more 0 1  thc holders of Notes secured by this 
Mortgage; PROVIDED, howcver, that in tht: cast: ol' any Notes that have been guaranteed or 
insured as LO payment hy the Government. as to such Notcs. Noteholder or Noteholders shall incan 
thc. Government. exclusivcly. regardless 01' whether such Notes ilre i n  the possession o f  the 
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Governmen t. 

Original Wlortgage means the instrumcni(s) identified as such in Schetlule "A" hcrcol. 

Original Notes shall mean the Notes listed on Schedule "A"  hereto as such. such Notes k i n g  
instruments evidencing outstanriing indehtcdness of the Mortgagor ( i )  to the Government 
(including indchtcdncss which has bean issueti hy the Mortgagor to a third party ant1 guarantccd or 
insured as to payment by the Government) and ( i i )  to each other Mortgagee on thc date of this 
Mortgage. 

Outstanding N- shall niean us of  thc datc ol'determination. ( i )  a l l  Notcs theretofore issued. 
cxccuted and delivered to any Mortgagee and ( i i )  any Notes guaranteed or insured as to payment 
hy thc Government, excop( (a )  Notcs refcrred to in clause ( i )  or ( i i )  for which the principal and 
interest have heen fully paid and which have hucn canceled hy the Noteholder, and (h)  Notcs the 
payiiient for which has heen provided for pursuant to Section S.O.1. 

Permitted Debt shall havc the meaning specified in Section 3.08. 

- Permitted E n c u m b r a n s  shull mean: 

as to the property spccilically dcscrihed in Granting Clause First, the restrictions, exceptions. 
reservations. conditions. limitations. interests and other m;ittcrs which are set I'orth or rel'erred to in 
such descriptions and each or which Fits one or more o f  the claiises ol'this definition. PROVIDED. 
such matters do  not in the aggregate matcrially detract from the value o l t h e  Mortgaged Properly 
taken as n wholc and tlo not inaterially iiiipair the use ot'such propcrty lor the purposes for which i t  
is  held by the Morig:igor: 

liens for taxes. awssnicnth and other governmcntal charges which arc not delinquent: 

liens lor taxes. assessiiicnth m i  orher governmcntal charges already delinquent which are currently 
being contested in  good t'uitli hy appropriate proceedings; PROVIDED the Mortgagor shall have 
set aside on its hooks :idcquatc reserves with respect thereto: 

mechanics', workmen'b. rcpairiiicn's. materialmen's, w:irehouscmcn's and carriers' liens and other 
similar liens arising i n  thc ortlinxy course ol'husiness tor charges which arc not  delinquent, or 
which are hcing con1t:stcrl i i i  good Paith and have not proceeded tojudgment; PROVIDED the 
Mortgagor shall havc sei ; i d c  oii its hooks adequate reserves with respect thereto; 

liens in respect of jut lgmcnl~ o r  awards with respect to which the Morigagor shall i n  good Faith 
currently he prosecuting an appeal or proceedings for revicw and with respect to which the 
Mortgagor shall have sccurcd ;I stay or execution pending such appeal o r  proceedings lor review; 
PROVIDED thr blor tga~oi  >hall have set aside on its hooks adequate reserves with respect 
there to; 

rasenicnis and sirnihr riplit5 p a n t e d  hy the Ivfoitgagcir over or i n  respect of' any Mortgaged 
Property, PROVIDED [hut in the opinion of the Board or a duly authoriml officer of the 
Mt,rtgngor such grant will n o t  impair the usetulness o f  such property i n  the conduct 0 1  the 
Mortgagor's husiness and will n o t  he prejudicial to the inrercsts of the Mortgagees, and similar 
rights granted hy any prudcccsstlr in title of the Mortgagor: 

easements. Icaxs.  rcscrvationh o r  other rights 0 1  others in any property of the Mortgagor for 
strcets, roads. hridges. pipes. pipc lines, railroads, electric transmission and distribution lines. 
telegraph and teiep.,onc lines. the removal O F  oil. gas, cool or other minerals and other similar 
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purposes. tlootl rights, river control and development rights, sewagc and drainage rights, 
restrictions against pollution and 7.oning laws and minor defects and irregularities in the record 
evidence of title. PROVIDED that such eascments, Icases. reservations. rights, restrictions, laws. 
defects and irregularities do  not materially affect the markctahility ol'titlc to such property and do  
not in the aggrcgate matcriully impiir the use of the Mortgaged Property taken as a whole for the 
purposcs for which i t  is held hy the Mortgagor; 

liens upon lands over which easements or rights of way arc acquire? by the Mortgagor for any of 
the purposes specilied in Clause (7)  of this definition, securing indehtcdness neither created; 
assumed nor guarantced by the Mortgagor nor o n  account of which i t  customarily pays interesi. 
which liens do  not materially impair the use [if such easeincnts o r  rights of  way tor the purposes Ibr 
which they arc held hy thc Mortgagor: 

leases existing ai the date of this instrument afl'ccting property owned hy the Mortgagor at said 
date which have been previously disclosed to the Mortgagees in wriiing and leases for a term of 
not more than two years (including any extensions or renewals) allecting property acquired by the 
Mortgagor aftcr said date; 

terminahle or  short term k a s e s  or permits for occupancy, which leases or permits expressly grani 
to the Mortgagor the right to terminate thcni at any h e  o n  not more than six months' nolicc and 
which occupancy d t w  not interfere with the opemiion ol' the husiness of the Mortpgor;  

any lien or privilege vested in  any lessor, licensor or permittor for rent to heconic due or for  other 
ohligations or  acts to hc pcrlormed, the payment of which rent or performance ot which other 
ohligations or  acts is required under leases, suhleascs. licenses or  permits. so long as the payment 
of such rent or thc performance olsuch other, obligations or acts is not delinquent; 

liens o r  privilcgcs o f  any employees of the Mortgagor lor salary o r  wages earned hut not yet 
payahlc: 

the hurdens or any law or govcrnmencal rcgularion or permit requiring the blortgagor to maintain 
ccrtain facilities or perform certain acts as a condition of its occupancy o t o r  interference with any 
puhlic lands or  any river or stream or navigahle waters: 

any irregularities in or dcliciencies ol' title to any rights-of-way for pipe lincs, telephone lines. 
telegraph lines, power lines or appurtenances thereto, or other improvements thereon, and to any 
real e s t ak  used or to he uscd primarily for  right-of-way purposcs, PROVIDED that in the opinion 
ol counsel for the Mortgagor. thc Mortgagor shall have obtained rrom the apparent owner oi' the 
lands o r  estates thcrcin covered by any such right-of-way a sullicient right. hy the tcrins o l  the 
instrunwit grunting such right-oI"-way, to the use thereor for  the conslruction. operation or 
maintenance of  the lines, appurtenances o r  improvements lor which the sainc are used or arc t o  he 
used. or  PROVIDED that in the opinion 0 1  counsel lor thc Mortgagor. the Morrgagor has power 
under t:minent domain. or similar statues. to remove such irregularities or deficiencies; 

rights reserved io. or vested in. any municipality or governmental or other puhlic authority to 
control or regulate any property of thc Mortgagor. o r  to use such property in  any manner. which 
rights do  n o t  materially impair the use of such property. for the purposes l o r  which i t  is hcld hy the 
Mortgagor; 

any obligations o r  duties, aflccting the property of the Mortgagor, to any municipality or 
govcrnnienral or other puhlic authority with respect \o any I'ranchisc, grant. license or pcrmit: 

any right which any mun:;ipal or governmental authority may have by virtue ol' tiny tranchisc. 
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license. contract or sL;ltutc to purchase, or designate a purchaser o f  or order the salc or, any 
property ot the Mortgagor upon payment or  cash or reasonable compensation therefor or to 
terminate any tranchise, license or other rights or to regulate the property and husinchs of ' thc 
Mortgagor: PROVIDED. HOWEVER, that nothing in this clause I7 is intended io waivc any 
claim or rights that the Government may otherwise havc under Federal laws: 

( 18) as to properties of' other operating electric companies acquired after the date of this Mortgage by 
the Mortgagor as permitted by Section 1. I O  hereof, reservations and other matters us to which such 
propertie, may bt: subject as more fully set forth i n  such Section; 

( 19) any lien required by law or governmental regulations as a condition to the transaction (if any 
husiness or the exercise of  any privilege or license, or to enable the Mortgagor to niaintain sell- 
insurance or to  panicipate in any fund established to cover any insurance rishs or in  connection 
with workmen's coinpensation. uncinployment insurancc, old age pensions or other social security, 
or to sharc in the privilegci or hcncfits required ior companies participating i n  such arrangements: 
PRC)VIDED, HOWEVER. that nothing i n  this clause IO is intcnded to waivc any claim or rights 
[her the Covernmt.nt may otherwise havc under Fcderal laws: 

(20) liens arising Out  of any dcfeused mortgage or indenture ol'the Mortgagor: 

(21) [he undivided inlcrebt of  other owners. and liens on such undividcd interests. in property ownid 
jointly with thc ktortgagor as well as the rights of such owners to such property pursuant to thc 
ownership contractb: 

(22) any lien or privilege vested in a n y  lessor, licensor or permitror for  rent t o  hecome due or for other 
obligations or  acts to be performed, the payment of which rent or the perlhrrnance o f  which other 
obligations o r  acts is requircd under leases, subleases, licenses or permits. so long as the payment 
o t  such rent or the performance of such other obligations or acts is not delinquent: 

(23) purchasc money mortgages permitted hy Section 3.08: 

(24) the Original Mortgage; 

(25)  this Mortgage. 

Property Additions shall mean Utility System property ;is to which the Mortgagor shall provide 
Title Evidence and which shall be (or, if  retired, shall h a w  heen) suhjcct to the lien of this 
Mortgage, which shall be properly chargeable to the Mortgagor's u t i l i t y  plant accounts under 
Accounting Requirements (including propcrty constructed or acquired to replace retired propcrty 
credited to such accounts) and which shall he: 

( 1 )  acquired (including acquisition hy merger. consolidation. crrnvcyance or transfer) or 
constructed hy the Mortgagor af'tcr the date hereof. including property in thc process ol 
construction, insotar as not rctlected on the books of  the Mortgagor with respect to 
periods on or prior to thc date hcrcof, and 

(2) uscd or usetul i n  the uti l i ty husincss o f  the klortgngcir conducted with the propcrties 
described in  [he Granting Clauses ot this Mortgagc. even though separate from and nor 
physically connected with such properties. 



Exhibit 3 
CLARK Cou" Page 12 of 5 1 

M495 PG475 

"Property Additions" shall also include: 

(3, easements and righis-of-way that are usehil f o r  the contluct 01' the uti l i ty business of the 
Mortgagor, and 

(4 )  property locatcd or constructed o n ,  ovcr o r  under puhlic highways. rivers (ir othcr public 
property il' the Mortgagor has the lawful right under perniits, licenscs or franchises 
granted hy a governmental hody having jurisdiction i n  the prerniws or by the law of  the 
State in which such propcrty i s  locured i o  maintain and operate such property for  an 
unlimited. indeterminate or  indefinite period or I'or the period. i f  any. spccitied in such 
permit. license or I'ranchisc or law and to remove such property ai the expiration of  thc 
per.ir)d covered hy such permit. license or franchise or law, or i I  the ternis of' such 
pcrrnit. license, franchise o r  law require any puhlic authoriiy having the right to take 
over such propcrty to pay fair considertiion thcrclijr. 

"Property Additions" shall NOT include: 

(a) good will. going concern value, coniricts, agrccnicnis. rranchiscs, licenses or 
permits, whcthcr acquired as such, separate and distinct from the property 
opernted in connection thercwitli. or acquired as an incident ihcrcto, or 

(h) any shares (it stock or indebtedness o r  certificates or evidenccs ol'intercst therein 
or other securities, or 

( e )  m y  plant or system o r  other property in which the Mortgagor shall acquire only 
a leasehold inicrest. or any betterments. extensions, improvemenis o r  additions 
(other than niovahle physical perscinal property which ihc Mortgagor has ths 
right tu remove), 01, upon or to any plant or systeni o r  othcr prciperiy i n  which 
the Mortgagor shall own only a leasclwld interest unlcss (i) the term ol'thc 
leasehold interest i n  the property to which such betterment. extension. 
improvement or addition relates shall extend I'or a1 least 7 5 9  ol" the tiscful lire ol' 
such betterment, extension, iniprovemcnt or addition and ( i i )  the lessor shall 
havc agreed t o  give the Mortgagee reusonahle noticc and opportunity to cure any 
dethult hy the Mortgagor undcr such lcase and not to disturh any Mortgagee's 
possession 01' such leasehold estate in the rvcn t  any Mortgpgee succeeds to the 
Mortgagor's interest in such lease upon any M(irtgagec's exercise ol' any 
rerncdies under this Mortgage so long as therc is n o  d e f i ~ ~ l t  in the pcrl'ormance 
of the tenant's covenants containcd therein. or 

(d)  any property of  the Evtorigagor suhject to thc Permitted Encumhranw descrihed 
in clause ( 2 3 )  of the definition iliercol' 

Prudent Utilitv Practice shall mean any of the practices. methods and acts which. in  the exercise 
ol' reasonable judgment. i n  light of the lacts, including. hut not limited to. the prncticcs. methods 
and acts engaged in or approved hy a signilicant portion of the electric uii l i ty industry prior 
thereto. known at the time the decision was made. would have hccn expected to accomplish the 
desired result consistent with cost-etfectiveness. reliahility. salcty and expedition. I t  is recognized 
that Prudent Util i ty Practice is not inlended to he limited to optimum practice. mcthod or aci to  Iht: 
exclusion old1 others, hut rarher is a spectrum of possible practices. niuthods or acts which could 
havc hecn expected to accomplish the dcsired result at the lowest reasonablc cost consistent with 
cost-eflectivcncss. re\iahili\y. safety and expedilion. 

REA shall mean the Rural Electrification Admi:.istrarion of the Unitcd States Department o l  
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Agriculture, the predecessor at' RUS. 

Rejiulstorv Created Assets shall mean the sum ol' any amounts properly recordable as 
unrecovered plant and regulatory study costs or as uther rcgulawry assets, pursuant to Accounting 
Requirement.;. 

Restricted Rentals shall mean all rentals required to he paid under finance leases and charged IO 

income. exclusive 01' any amounts paid under any such lease (whether o r  not dcsignated therein ils 
rental or additional rental) lor maintenance or repairs. insurance. taxes. assessments, water rates or 
similar charges. For the purpose of this definition the term "finance lease" shall mean any Ieasc 
having a rental term (including the term I"or which such I c w  may he renewed or  cxtendecl at the 
option of rhe Itssee) i n  C X C ~ S S  or 3 years and covering property having an initial cos[ in excess of 
$250.000 other than aircraft. ships, barges, automobiles. trucks, trailers, rolling stock and vehicles; 
ofticc. garage and warchouse space: office equipment anti computers. 

- RUS shall mcan the Rural Utilities Service. an agency of [he United States Department ol' 
Agriculture, or i f  ai any  time aftcr rhc exccurion ot'this Mortgage RUS is not existing and 
perlorming the duties ot' administering il program of rural elcctritication as currently assignctl to i t ,  
thcn the entity p c i l h n i n g  such duties at such time. 

Security Interest shall mcan any assignment. transfer. mortgage. hypothecation or pledge. 

Subordinated lndebtedness shall mean secured indchiedness 0 1  the Mortgagor, paymcnr ol' which 
shall be suhordinated to the prior payment 01' the Notes in accordance with thc provisions of 
Section 3.08 hereof by subordination agreemcnt in lorm and substance satist'actory to each 
M o r p g e e  which approval will not he unreasonably withheld. 

SSupplemental MortcaPe shall mcan an instrument of the type dcscrihed i n  
Section 2.04. 

Times Interest Earned Ratio I"TIER"1 shall mean the ratio determined as follows: for each 
calendar year: add ( i )  palronagc capital or margins of the Mortgagor and ( i i )  Interest Expense o n  
Total Long-Term Debt ot'ihc Ivlortgagor and divide the total so ohiaincd by Interest Expenbe on 
Total Long-Tcrni Doh[ ot' the Mortgagor. providcd. however. that in ccimputing Intercsi Expense 
on Total Long-Term Dcht, there shall be added, to rhc cxtent noi otherwisc included. an aniount 
equal to 31-.1/3% ol'the excess of  Restricted Rentals paid by thc Mortgagor over 2% of the 
Mortgagor's Equity 

-___ Title Evidence shall mean with respect to any real property: 

( I )  an opinion ol'counsel to the c l lect  that the Ivlortgagor has titlc, whether fairly deducihle ol' 
record or hascd upon prescriptive rights (or. as to personal propcrty. based on s w h  
evidence as counsel shall tlcierminl: to be sufficient). as i n  the opinion ol'counsel is 
satislactory lor thc use thereor in connection with the operatinns nl' the Morlgagor, and 
counsel in giving such opinion may disregard a n y  irregularity or rlctir iency in the rccord 
evidence ol'title which. i n  thc opinion o f  such counsel. can be cured by proceedings 
within the power of thc Mortpgor  or does no[ substantially impair the uscrulncss o f  such 
property [or the purpose of the Mortgagor and may base such opinion upon counsel's own 
investigation or upon affidavits. certificates, abstracts ol' title. staiemcnts or invcstignrions 
made by persons in whom such counsel has confidence or upon examination 01' a 
certilicate or guaranty 01' ride or policy of title insurance ia which counsel has contidencc: 
or 
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(2 )  a mortgagee's policy of' title insurance in the amount o l  the cost to the Mortgagor o f  thc 
land included i n  Property Additions. as such ctist is determined hy the Mortgagor in 
accordance with the Accounting Rcquircnients, issued in  1Lvor of  the Mor~gagees by an 
entity authorized to insure title in the states where the subject property is locared. showing 
the Mortgagor as \he owner of  [lie sub.jcct property and insuring the lien ol' this Mortgage; 
and with respect to any pcrsonal property a certificate of the general manager or othcr 
duly aurhorized olficcr that the Mortgagor lawtully owns and i s  possesscd olsuch 
property. 

Total Assets shall mean an amount constituting total assets o f  the ivIortgagor as computed 
pursuant to Accounting Requirements, hut excluding any Regulatory Crcatcd Assets. 

Total Lonr-Term Debt shall mean [he total outstanding long-term debt of the Mortgagor as 
ccmputcd pursuant to Accounting Requirements. 

Total Utilitv Plant shall mean the total olall  property properly rccordcd in the utility plant 
accounts ctl' the Mortgagor, pursuant to Accnunting Rcquiremcnts. 

- Uniform Commercial Code or UCc shall mean the UCC of the statc referred to in Scction 1.04. 
and i f  Mortgaged Property is located i n  a state othcr than that state, then as to such blortgaged 
Propcriy LJCC refers to the UCC in efrcct i n  the state where such property is lucatcd. 

- Utility Systeni shall mcan the Electric System and all 01 the Mortgagor's interest i n  community 
i n l r i s ~ r u ~ t u r e  located substantially within its electric servicc territory, namely water and w x t e  
systcms. solid waste disposal facilitics, telccommunications and other electronic communications 
systeiiis. and natural gas distrihution systems. 

Sectiori 1.02. Gencral Rules of Construction: 

a. Accounting tcrms n o t  defined in Section I . Q I  art: used in this Mortgilge in their ordinary 
sense and any computations relating to such ternis shall hc computed i n  accordancc with the 
Accounting Requirements. 

h. Any relerence to "directors" or "hoard ol'directors" shall he dccmcd to mean "trustecs" o r  
"hoard ol' t rwces."  as the case may be. 

Section 1.03. Special Rules of Construction if RUS is a Mortgagee: 

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

;I. I I I  the case of  any Notes that havc hew guaranteed or insured as to payment by RUS. as to 
w c h  Notcs RUS shall be considered to he the Notcholdcr. exclusively, regardless of  whether 
such Notes are in the possession ofRlIS. 

h. 1 1 1  the case of any prior approval rights conterred upon RUS by Federal statutes. including 
(without limitation) Section 7 of the Rural Electrificalion Act of 19.76. as amended. with 
rcspcct t o  the sale or disposition of property, rights. or franchises of the Mortgagor. all such 
statutory rights art: rcservcd except to the extent that they arc expressly mcidilied or waived i n  
this Mortgage. 
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Section 1.04 Governing Law: 

This Mortgagc shall he construed i n  and governed hy Fcdcrnl law to the cxtent applicable, and 
otherwise hy the laws ot the state listed on Schedule ‘:A” hereto. 

Section 1.05 Notices: 

All demands, notices, reports. approvals, designations, or directions rcquircd OF permitted to he 
given hereunder shall he i n  writing and shall he deemed to be properly given it’ sent by registered 
or ccrti ficd mail, postage prcpaid. or delivered by hand, or sent by Picsiniili: transmission. receipi 
contirmed, addressed to the priiper party or parties at the addresses listed on Schedule “A” hereto. 
and as to any other person. firm, corporation or governmental hody or agency having an interest 
herein by reason of heing a Mortgagee. at the last address designated by such person. lirm, 
corporation. governnientd hody or  agency to the klorigagor and the other Mortgagees. Any such 
party may from time to tirnc designate to cach other a new address to which demands, notices, 
reports. approvals, designations or directions may he addressed. and from and after any such 
designation the address designated shall he dccmcd to he thc addrcss o l  such party i n  lieu 0 1  the 
address given above. 

ARTICLE I1 

ADDITIONAL NOTES 

Section 2.01. Additional Notes: 

(a) Without the prior consent of any Mortgagee or any Noteholder. the Mortgagor may issue 
Additional Notes to the Government o r  (0 another lender or lcndcrs for thc purpose o f  
acquiring. procuring or  constructing new or replacement EIigihle Property Additions and 
such Additional Notes will thereupon he secured equally and ratahly with the Noks il 
each 01’ thc Iiillowing requirements are satisfied: 

( I ) As evidenced hy a certificatc or an Indepcndcnc certilied public accountanr sent 
to cach Mortgagee on or h e h r e  the first advance o l  proceeds from such 
Additional Notes: 

The Mortgilgor shall have achieved ror each of the two calendar years 
immediately preceding the issuance of such Additional Notes, il TIER 
ot’ not less than I .25 and a DSC o f  not less than I .25; 

After taking into iiccount the cll‘cct or such Additional Notes on the 
Total Long Term Debt of  the Mortpgor ,  the ratio or thc M o r t p p r ’ s  
Net Util i ty Plant to its Total Long Term Debt shall he greater than or 
equal to 1.0 on :I pro forma basis: 

Aftcr taking into account the effect of such Additional Notes an the 
Total Asscts 01 such Mortgagor. the Mor(gugor shall have Equity 
grea~er  than or equal to 27 percent of Total Assets on a pro forma 
busis; and 

The sum ol‘ the aggregate principal amount of such Additional Notes 
( i f  ally) that are not related to the Electric System if added t c  the 
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aggregate outstanding principal amount or all the existing Notes ( i f  
any) thar are not related to the Electric System will not exceed 30%: of 
the Mortgagor's Equity on a pro forma basis. 

( 2 )  N o  Event of Default has occurred and is continuing hcrcunder, or any event 
which with the giving oi' notice or lapse ol'time or both would txcornc an Event 
of Default has occurred and is continuing. 

( 3 )  The Eligihle Property Atltlitions being constructed, acquired, procured o r  
replaccrl arc part ol' the Mortgagor's Utility System. 

(4) The Mortgagor's general manager or other duly authorized ofticcr shall send to 
each ot thc blortgagees a certificate in substanhlly the I'orrn attached hcrcto as 
Exhibit A on or herore Ihc date of the I'irst advance ot"procccds from such 
Additional Note5 

(b )  For purposes ol' this section: 

( 1 ) "Eligible Propimy Additions" shall mean Propcrty Additions acquired or whose 
construction was completed not more than 5 years prior to the issuance of the 
Additional Notes and Property Additions acquired o r  whose construction is 
started and/or completed not more than 4 years after issuance of thc Additional 
Notes. hut shall exclude any Property Additions financed hy any other debt 
secured undcr the Mortgage at the time additional Notes are issued: 

(2 )  Notes are considt:rcd to be "issued" on, and the datc of "issuance" shall be. the 
date on which they are executed by the Mortgagor; and 

(3) For purposes of calculating the pro [orma ratios in suhparagraphs (a)( I)(ii) and 
( i i i ) ,  the valucs [or Total Long Term Deht and Total Assets hcliirc debt issuance 
and the values for Equity and Net Utility Plant shall he the most reccntly 
available end-or-month figures preceding the issuance of the Additional Notes, 
hut in no case for a month ending more than I80 days preceding such issuance. 

Section 2.02. Refunding or Refinancing Notes: 

Thc Mortgagor shall also have the right withour the consent of any Ivlortgagee or any Noteholder 
to issue Additional Notes lor  the purpose oi' retunding or refinancing any Notes so long as the total 
a inoun~  of outstanding indebtedness evidenced by such Additional Note or Notes is not grcatcr 
than 105% of (he then outstanding principal balance 01' rhe Note o r  Notes heing refunded or 
retinanccd. PROVIDED, HOWEVER. [hat the Mortgagor may not exercise its rights under this 
Section i f  iin Evim olDeFault has occurred and is continuing, or any evcnt which with the giving 
of notice or lapse ot time or both would hecomc an Evenk of DcfauIt has occurred and is 
continuing. On or hetore thc first advtincc of proceeds I'rom Additional N o ~ e s  issued under this 
secrion, the Mortgagor shall notify each Mortgagee of the relunding or refinancing. Additional 
Notes issued pursuant to this Section 2.02 will thereupon he secured equally and ratably with the 
Notes. 
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Other Additional Notes: 

With tlic prior written consent of each Mortgagee, the Mortgagor may issue Additional Notes to 
the Government or any lcnder or lenders, which Notes will thereupon he scctired equally and 
ratahly with Notes without regard to whether any of'the requircnicnts of Sections 2.01 or 2.02 arc 
satisficd 

Additional Lenders Entitled to the Benefit of This Mortgage: 

Without the prior consent o f  any Mortgagee or any Noteholder, each new lender designated as a 
payer: in any Additional Notes issued by thc Mortgagor pursuant to Section 2.01 or 2.02 ot'this 
Mortgagc shall become a Mortgagee hcrcundcr upon the execution and delivery hy the Mortgagor 
antl such lender of a supplemental mortgage hereto designating such lender as a Mortgagee 
hcrcundcr. Such new lender shall bc entitled to the benefits of this Mortgagc without further act or 
tlccd. Each Mortgagcc and each person or entity that hecomcs a lender pursuant to  Scction 2.01 or 
2 .02  ol' this Mortgase shall. upon the request o f  the Mortgagor to do  so. exccute and deliver a 
supplcrncnt to this Mortgngc i n  suhsrantially the forni set forth in Section 2.05 to evitlcnce thc 
acldiiion ol such new lender as an additional Mortgagee cntitlcd to the henclits ol' this Mortgage. 
l'hc lailurc ol'any existing Mortgagee to  enlcr into such supplcmental mortgage shall not deprive 
tlic ncw lender of its rights under this Mortgage: provided that such additional indehtedness 
otticrwise conl'orms i n  all respects with the requirements for issuing Additional Notcs undcr this 
Mortgage. 

Form of Supplemental Mortgage: 

1 ;I I The Iwm of supplemental mortgage referred to in Section 2.04 is attached to  this 
M o r t p g e  as Exhihi[ B and hereby incorporated hy reference as if  set lonh in fu l l  at this 
point. 

In thc event that thc Mortgagor suhsequenrly issues Additional Notcs pursuant to Scctions 
3.0 I or 2.02 to any existing Mortgagec and that Mortgagee desires furthcr assurance that 
such Additional Notcs will he secured by the lien of the klortgagc, an insrrument 
substantially in the form of the supplemental mortgage attached as Exhihit B may he used 

rhl 

( C I  I n  the event that the Mortgagor issues Additional Notes pursuant to Section 2.03 to either 
an  existing Mortgagee o r  a new lender, in either case with the prior wrillcn consent of 
each Mortpgee,  then an instrument substantially in the forni of the supplemenla1 
mortgage attached as Exhihit B may also he used. 

ARTICLE 111 

PARTICULAR COVENANTS OF THE MORTGAGOR 

Payment of Debt Service on Notes: 

Tlic Mortgagur will duly antl punctually pay the principal. premium, il'uny. and interest on the 
N [ w >  i n  accordance with the terms nfthe Noes, the Loan Agrccments, this Mortgage and any 
Supplcniental Mortgage authuriting such Notes 
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Section 3.02. Warranty of Title: 

(a)  At the time of the execution and delivery 01' this instrumcnt, the Mortgagor has good antl 
marketahie title in fee simple to the real property specitically descrihed in Granting 
Clause First as owned in fee and good and marketahle title to the interests in real property 
specifically dcscrihcd in Granting Clause First, suhject to no mortgage. lien, charge o r  
cncumhrance except as sfated therein. and has full power and IawlLl authority to grant, 
bargain, scll, alien. remise, release, convey, assign, transfer, encumber, mortgage. pledge, 
set over and confirm said rcal property and interests in real property i n  the manner and 
form aforesaid. 

( h )  At the time of  the execution and delivery o l  this instrument, the Mortgagor lawt'ully owns 
and is possessecl o f  the personal property specifically described in Granting Clauses Firs1 
through Scventh, suhject to n o  mortgage, lien, charge or cncumbrancc cxccpt as statcd 
therein, and has full power and lawful authority to mortgage. assign. rranster, deliver, 
pledge and grant a continuing security interest in said property and, including any 
procecds thcrcol, in the manner and form aforesaid. 

( c )  The Mortgagor herchy does and will torever warrant and defend the title to the property 
specifically descrikd in Granting Clause First against the claiiwi and demands of  all 
persons whomsoever, except Permitted Encumhranceb. 

Section 3.03. After-Acquired Property; Further Assurances; Recording: 

(a )  All property ol'cvery kind. other than Excepted Property, acquired hy the Mortgagor after the 
datc hereof. shall, irnmetliately upon thc acquisition thereot by the Mortgagor, and without 
any turther mortgage, conveyance or assignment, become suhjcct to the lien of' this Mortgage; 
SUBJECT, HOWEVER, to Permitted Encumhrances and the exceptions, i f  any, to which all 
of the Mortgagees consent. Nevertheless. the Mortgagcir will do, execute, acknowledge and 
deliver all and cvery such further acts. conveyances, mortgages, financing statements and 
assurances ils any Mortgagcc shall require for accomplishing thc purposcs or this Mortgage, 
including. but not limited to, at the request or any Mortgagee, taking such actions and 
executing and delivering such documents iis are necessary undcr the Uniform Commercial 
Code or other applicahle law to perfect or establish the Mortgagees' first priority security 
interests i n  any Mortgaged Property to the extent that such pcrlcction or priority cannot he 
accomplished hy the iiling of a financing statcmcnt. 

(h) The Mortgagor will cause this Mortgage and all Supplemental Mortgages antl other 
instruments or further assurance. including all tinancing statemcnts covering security interests 
i n  personal property. to he promptty recordcd, registered and tiled. and will execute and filc 
such linancing statements and cause to he issued and liled such continuation statements, all in 
such manner and in such places as may be rcquircd hy law fully 10 preserve and protect the 
rights 0 1  a11 ol' the Mortgagees and Notcholders hereunder to all property comprising the 
Mortgaged Property. The Mortgagor will furnish to each Mortgagee: 

( I )  promptly after the execution and delivery 0 1  this instrument and of  each Supplemental 
blortgage or other instrument ot further assurance. an Opinion of Counsel stating that. 
in thc opinion of such Counsel, this instrument antl all such Supplemental Mortgages 
and other instruments of further assurance have heen properly recorded, rcgisrered and 
filed to the extent necessary to make eftective the lien intended to he created hy this 
Mortgage. and reciting the details olsuch action or relerring to prior Opinions of 
Counscl i n  which such details are given. and stating that all financing statements and 
continuation statenients have been executed and filed that are necessary fully to 
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preserve and protect the rights of all of the Mortgagees and Noteholders hereunder, or 
stating that, i n  the opinion of such Counsel, no such action is necessary to make the lien 
cl'fective: and 

(2)  during the month of January i n  each year following the lirst anniversary ol' the date of  
this Mortgage. an Opinion or Counsel, dated on or ahout the date ol'delivery, cithcr 
staling that, i n  the opinion 0 1  such Counsel. such action has heen taken with respect to 
the recording. registering, filing. re-recording. re-registering and re-tiling of this 
instrument and 0 1  a l l  Supplemental Mortgages, financing statements. continuation 
statcmcnts or other instruments of rurther assurances as is neccssary to maintain the lien 
ol' this Mortgage (including the lien o n  any property acquired hy the Mortgagor altcr the 
execution and delivery of this instrumcnt and owned hy the Mortgagor at thc end of 
preccding calcndar year) and reciting the dctails o f  such action or referring to prior 
Opinions ol' Counsel in which such details are given. and slating that a l l  linancing 
statements and continuation statements have been executed and liled that arc necessary 
to lully prcserve and protect the rights ol' all of  the Mortgagees and Noteholders 
hereunder, or stating that, in the opinion of such Counsel. n o  such action is necessary to 
maintain such l ien .  

Scction 3.04. Environmental Requirenients and Indemnity: 

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

(b )  The Mortgagor shall defend. indemnify, and hold harmless cach Mortgagee. i ts  successors 
and assigns. from and against any and all liabilities, losses, damages. cask expenses 
(including but no t  limited t o  reasonahle attorncys' lees and expenses), causes of actions. 
administrativt: proceedings, suits. claims. demands, or  judgments of any nature arising out  
0 1  or in connection with any matter related to the Mortgage Property and any 
Environmenlal Law. including hut not limited to: 

( I ) thc past. prcsent, or tuture presence ol' any hezardous substance. contaminant. 
pollutant. or hazardous waste on or relatcd to the Mortgagcd Property: 

( 2 )  any Viilurc at any time by the undersigned to comply with the terms of any order 
relatcd to the Mortgaged Property and issued hy any Fcdcral. state, or municipal 
dcpartmcnt or agency (other than RIJS) exercising its authority to enforce any 
Environmental Law; and 

(3)  any lien or claim iniposcd under any Environmental Law related to 
clause ( I ). 

( c )  Within I O  (ten) business days afier rewiving knowlcdgc of' any liability. losses, damages. 
costs. expenses (including hut not limited to reasoriahle attorneys' lixs and expenses). 
cause ol'acrion. administrative proceeding, suit, claim. demand. judgment. lien. reportahle 
even! including hut not limitcd to the releasc o f  a hazardous substwice, or potential or 
actunl violation or non-compliance arising ou[  ol' or in  conncction with the Mortgaged 
Property and any Environmental Law. the Mortgagor shall provide each Mortgagee with 
written notice ol'such matter. With respect to any matter upon which i t  has provided such 
noticc. the Mortgagor shall immediately take any and all appropriate actions lo remedy, 
curc. defend. or otherwise a1 tirmarively respond to [he mattcr. 
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Section 3.05. 

Section 3.06. 

Section 3.07. 

Section 3.011. 

Payment of Taxes: 

The Mortgagor will pay or cause to he paid as they hccome due and payahlc all taxes. assessments 
and other governmental charges lawl'ully lcvicd or assessed or imposcd upon the Mortgaged 
Property or any part thereol' or upon any income thcrcrrom, and also (to the extent that such 
payment will not he contrary to any applicable laws) al l  taxes. usscssmcnts and other governmental 
charges lawfully Icvicd. assessed o r  imposed upon the lien or interest of the Notcholtlcrs or a r the  
Mortgagees in the Morlgagcd Property, SO that (to [he extent albrcsaid) the lien of this Mortgage 
shall at all times he wholly prcscrved at the cost ol'thc Mortgagor and without expense to the 
Mortgagees o r  thc Noteholders: PROVIDED. HOWEVER. that the Mortgagor shall not he 
required t r i  pay and discharge or causc t o  he paid and dischargcd any such tax, assessinent or 
governincntal charge t o  thc extent that thc amount, applicability or validity thereof shall currently 
he contested i n  good Paith hy appropriatc proceedings and the Mortgagor shall have estahlished 
and shall maintain adequate resorves on its hooks li)r the payment of the same. 

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

The Mortgiigur is authorized under its articles ol' incorporation and hylaws (or code ot' regulations) 
and all applicahle laws nntl by corporate action to execute and deliver the Notcs. any Additional 
Notes. the Loan Agrccincn!s and this Mortgage. The Notes. the Loan Agreements and this 
Mortgage arc. and any Additional Notes and Loan Agreements when executed and delivered will 
he. the valid and cnuorccahlc obligations ol the Mortgagor i n  accordance with their respective 
terms. 

Restrictioris on Further Encumbrances on Property: 

Except to secure Additionul Notes. thc Mortgugor will not, without the prior written consent ol' 
each Mortgagee, creak o r  incur or sufler or permit to he crcatccl or incurred o r  to exist any Lien, 
charge. assignment. plcdyc or mortgage on any of the Mortgaged Property inrerior to, prior to. or 
o n  a parity with the Lien 01 thih Mortgage except for the Permitked Encumbrances. Sub"jet:t to the 
provisions oi' Section 3.08, o r  uiilcss approved hy each ot rhr  Mortgagees, the Morlgagor will 
purchnsc all matcrialh. cquipiiicnt and replacements to he incorporated in or used in connection 
with the Mortgaged Propixi! outright and not suhjcct to any conditional sales agrccmcnt, chattel 
mortgage, hailmcnt. Icusc o r  other agreernent rcserving LO the seller any right. title or Lien. 

Restrictions On Additional Pcrmitted Debt: 

The Mortgagor shall n o t  incur. ;i!,wnc. guarantee or otherwise become liable i n  respect of any 
dehr tor borrowed nioncy 2nd Rchtricted Rentals (including Suhordiniited Drhl) olher than !he 
following: ("Pcrmitrcd Dchi") 

( I )  Additional N ~ l c \  iswctl in compliance with Article I1 hereol': 

( 2 )  Purchase money indchtctlness in  non-Utility Sysiem property, in an amount not cxceeding 
10% of Net Utilit! Plant: 

( 3 )  Restricted Rvntalb in  an amount not  to exceed 5'7' of Equity during any 12 ccinsccutive 
calendar month pcriod. 

(4) IJnsecured Icahc obligations incurrcd in [he ordinary coursc ol' business except Restricted 
Rentals; 
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(5) Unsecured indcbtedncss for borrowed money; 

( 6 )  Dcht represented hy divirlends declared hut not paid; and 

(7) Suhordinatcd Indchicdness approved hy each Mortgagee. 

PROVIDED, However, that the Mortgagor may incur Pcrmittcd Dcht without thc conscnl of thc 
Mortgagee only so long as there exists no Event of Default hereunder and there has been no 
continuing occurrence which with the pa:,sagc oI time and giving of notice could become an Event 
of  Default hereunder. 

PROVIDED. FURTHER. by executing thi:, Mortgage any conscnt or RUS that the Mortgagor 
would otherwise bc required to  obtain under this Section is herehy deemed to he given or waived 
hy RUS by operation of law to the extent, hut o n l y  to the cxtcnt, that to impose such ;I rcquircmcnt 
ol'RU.5 conscnt woiild clearly violate existing Federal laws or  government regulations. 

Section 3.09. Preservation of Corporate Existence and Franchises: 

The Mortgagor will, so long as any Outstmding Notes exist, take o r  cause to bc takcn all such 
action us I'rom time 10 time may he necessary to preserve its corporate existence and to preserve 
and rcncw all Iranchises. rights u t  way. easements. permits, and licenses now or hcrenfter to he 
grantcd or upon i t  conferred the loss of which would h w c  a material adverse aflrct on khc 
Mortgapr 's  linancial condition or husiness. The Mortgagor will comply with all laws. ordinances, 
regulations, orders. decrees and other Iepul rcquirerncnts applicable to i t  or its property the 
violation of which could have a material adverse affect on the Mortgagor's financial condition or 
business. 

Section 3.10. Limitations on Consolidations and Mergers: 

The Mortgagor shall not, without the prior written approval o l  each Mortgagee, consolidate or 
merge with any other corporation or convey or transfer the Mortgaged Property suhstantially IS an 
entirety unless: 

such consolidation, merger. conveyance or transfer shall he on such terms as shall  fully 
preservc the lien and security hereol' and the rights arid powers ol' the Mortgagees 
hcreunder: 

the entity formed hy such consolidation or with which the Mortgagor is merged or the 
corporation which acquires hy conveyance or transfer the Mortgaged Property 
suhstantially as an entirety shall execi~tc and deliver to the Mortgagees a mortgage 
supplemental hereto in rtxordahle form and containing an  assumption hy such successor 
ent i ty  or [he due and punctual payment of the principal of and interesl on all ol'thc 
Outstanding Nares and the performance and observance of  every covenant and condition 
of this Mortgage: 

immcdiaiely after giving effect to such transaction, no default hereunder shall h a w  
occumed and he continuing: 

the Mortgagor shall have delivered to thc Moflgagees 11 certificate of its generd manager 
or other officer. in lorm and substance satisfactory to each ol' the Mortgagees, which shall 
state that such consolidation. merger, convcyance or transler and such supplemental 
mortgage comply with this suhsection and that all conditions precedent herein provided 
for relating to such transaction have been complied with: 
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(5) the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in fornl and 
subsrancc satisfactory Lo each or the Mortgagees. trnd 

(6) the entity formed by such consolidation or  with which the Mortgagor is merged or thc 
corporation which acquircs by coriveyance or transfer the Mortgaged Property 
substantially as an cntirety shall he an cntity .. 

(A) having Equity equal 10 a1 least 27% d i t s  Total Asscts on a pro forma basis aftcr 
giving effect to such transaction, 

(B)  having a pro forma TIER of n o t  less than I .2S and a pro fomma DSC ol' noi less 
than I .3S for each of thc two preceding calendar years, and 

having Net Utility Plant equal to o r  greater than 1.0 times its Total Long-Term 
Debt o n  a pro (orma hasis. Upon ;my consolidation o r  merger or any 
conveyancc or transfer of the Mortgaged Property suhstantially as an cniirety in 
accordance with this suhsection. the successor cntity hmicd by such 
consolidation or with which the Mortgagor is merged or to which such 
conveyance or transfer is made shall succeed to, and hc suhstitutcd for, and may 
exercise every right anti powcr ol'. the Mortgagor under this Mortgage with the 
same efrrct as i f  such successor cntity had been named as the Mortgagor herein. 

Section 3.1 1. Limitations on Transfers of Property: 

Thc Mortgagor may not, rxcept as provided in Section 3.10 nhove. without the prior written 
approval of each Mortgagee. sell, lease or transter any Mortgaged Property to any other person o r  
entity (including any subsidiary or affiliate ol' the Mortgagor). unlcss 

( I )  there cxists n o  Event of Default or occwrence which wiih the passing of time and the 
giving o f  noticc would he an Event of Dcl:uult, 

(2 )  fair market va lw  is ohtained I'or such property, 

( 3 )  the aggregate value of assels so sold. Ica.wtl or iransferred in any 12-month period i s  less 
than I070 of Net Utility Plant, and 

(4) the proceeds of such salc. lcase or transkr, less ordinary and reasonable expenses incident 
to such trunsaction, are irninediatcly 

( i )  applied iis a prepayment o f  all Notes equally and ratably, 

( i i )  in the case of dispositions of equipment, materials or scrap. applied to the 
purchase ol'other property useful in the Mortgagor's uti l i ty business. n o t  
necessarily a t  the samc kind as the property disposed of. which shall forthwith 
become subject to the Lien ol' the Mortgage, or 

( i i i )  applied to the acquisition or construction of utility plant 

Section 3.12. Maintenance of RIortgaged Property: 

(a) So long as the Mortgagor holds title to the Mortgaged Property. the Mortgagor will at all 
times maintain and prrservc the Mortgaged Property which is uscd nr usetul in the 
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Mortgagor's business and each and every part and parcel thereof i n  good repair, working 
order and condition. ordinary wear and icar and acts of Cod excepted, and i n  compliance 
with Prudent Utility Practicc and in compliance with all applicable laws, regulations and 
orders, and will lrom Lime to time make all needed and proper repairs, renewals and 
replacements. and useful and proper alterations, additions, betterments and improvements, 
and will. subject to contingencies hryond its reasonable conirol. ai all times use all 
reasonable diligence to furnish the c:onsumers served hy i t  through thc Mortgagcd 
Property, or any part thereol', with an adrquaie supply of electric power and energy. IT 
any substantial part ol' the Mortgaged Property is leased hy thc Mortgagor to any other 
party. the lease agreement between the Mortgagor and thc lessee shall ohligate the lessee 
to comply wirh the provisions of suhscctions (a) and ( h )  ofthis Section i n  respect of the 
lcased facilities and to permit the Mortgagor to operate thc leased lhcilitics in the event of 
any I'ailurc by Ihc lrssce to so comply. 

(h)  Il'in the solc judgement of any Mortgagee. the Mortgaged Property is n o t  hcing 
maintained and repaired in accordance with paragraph (a) of this section. such Mortgagcc 
may send to thc Mortgagor a written rcport (il' needed improvcnients and the Mortgagor 
will upon receipt o l  such written rcport promptly tindertake to accomplish such 
improveinents. 

( c )  The blorigagor lurthcr agrees that upon rcasonahle written rcquest of any Mortgagee. 
which request together with the requests of any other Mortgagees shall be made no more 
I'rccluenrly than oncc every three ycars. the Mortgagor will supply promptly to each 
Mor tpgee  u ucrtilication (hcrcinaftcr called the "Engineer's Certification"). in form 
satistictory (0  thc requestor, prepared by a professional engineer. who shall he 
siirisI'actory to the Mortgagees. as to the condition of  the Mortgaged Property. 11' i n  the 
solc judginenl ol'aiiy Mortgagee the Engineer's Certification discloses the nerd ror 
imprnvemcnts t u  thc condition of the Mortgaged Property or any other opcrations of the 
Mortgagor. such Mortgiigec may send to the Mortgagor CI written report of such 
impr~ivemcnts ;)ncI thc Mortgagor will upon receipt ol' such written rcporr promptly 
undertake to acccwiplisli such ol' these improvements as arc required hy such Mortgagee. 

Section 3.13. Insurance; Restoration of Damaged Mortgaged Property: 

(a) The Mortgagor w i l i  lakc out. as [hi: respective risks are incurred, and maintain the classes 
and amounts 01 inhurancc in conformance with generally accepted utility industry 
standards lo r  such classch antl amounts oi" coverages ol' utilities of' the size and chrtracler 
ot' the Mortgagor ant l  consistent with Prudent Util i ty Practice. 

The torcgoing insurance coverage shall he ohtained hy means of bond and policy lorrns 
approved hy rcgulatitry authoriries having jurisdiction, and, with respect to insurance 
upon any pari 01 tlic Mrir~gaged Property. shall provide that the insurancc shall be payable 
to the Morigagccx a h  thcir interests may appear by means ol' the standard mortgagee 
clausc without conlrihution. Each policy or other contract l'or such insurance shall 
contain an agrcciiicnt hy thc insurcr that. notwilhstanrling any right ol'canccllation 
rescrved tti such insurer. such policy or contract shall continue in torce Liir at Least 30 
days alter writicn noiico to each Mortgagee o1"ccancrllation. 

( c )  In the event 01 duma$ to or the destruction or loss ot any portion of the Mortgaged 
Prolxrty which ih used o r  useful i n  thc Mor~gagor's husiness and which shall he covered 
by insurance. unless cach Mortgagee shall otherwise agree, the Mortgagor shall replace 01 

restore such daiiiiigcd. destroyed or lost portion so that such Mortgaged Property shall be 
i n  !zhsrantially the wine condition as i t  was i n  prior to such damagc. destruction or loss, 
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and shall apply the proceeds o f  thc insurance tor that purpose. The Mortgagor shall 
replace the lost portion ol' such Mortgaged Property or shall commence such restoration 
promptly after sucli damage, destruction or loss shall have occurred and shall complctc 
such replacement or rcsioration as expeditiously as practicable, and shall pay o r  cause t o  
be paid o u t  of the proceeds ol' such insurance all costs and expenses i n  connection 
therewith. 

(d )  Sums rccovcred under any policy or fidelity hond hy the Mortgagor for a loss of runds 
advanced under the Notcs or recovered by any Mortgagee or any Notaholder for any loss 
under such policy or hond shall. unlcss applied as provided in the preceding paragraph. he 
used to finance construction of  util i ty plant secured or to he secured by this Mortgage. o r  
unlcss otherwise directed by the Mortgagees, he applied to the prepayment o f  the Notes 
pro rata according to thc unpaid principal ainounts rhereol' (such prepayments to be 
applied t u  such Notes and installments thereof as may he designated hy thc respcctive 
Mortgagce at the time of any such prepayment). or bc used to cunstruct or acquirc utility 
plant which will hccome pari 0 1  thc Mortgaged Property. At thc rcquesi of any Mor- 
t g a g e ~ ,  the Mortgagor shall exercise such rights and remedies which they may have under 
such policy or lidclity hond antl which may he dcsignatcd hy such tvlortgagee. and the 
Mortgagor hereby irrevrwahly appoints unch Mortgagee as its agent to exercise such 
rights and remedies under such policy or hond as such Mortgagee rnay choose. and the 
Mortgagor shall pay all costs antl reasonable expenses incurred hy the Mortgagee in 
connection with such exercise. 

Section 3.14. Mortgagee Right to Expend Money to Protect Mortgaged Property: 

The Mortgagor agrees that any bvlortgagcc from time to time hereunder may, in its sole discretion. 
alter having given 5 Business Days prior wrilten noticc to the klortgay)r. hut shall not be ohligated 
to. advancc t'unds on hehall' of the Mortgagor. i n  order to insure the Mortgagor's compliance with 
any covenant, warranty, representation or agreemenc ol' the Mortgagor made i n  or pursuant to this 
Mortgagc or any ol'the Loan Agreenients, to preserve or protect any right or interest ol' the 
Mortgagees i n  the Mortgaged Property or under or pursuant to this Mortgage or any of the Loan 
Agrccmcnts, including without linii\ation, thc payment of any insurancc premiums OT laxcs and the 
satistaction or discharge ol  any judgment or any Lien upon  the Mortgaged Property or other 
property or assets o f  the Mortgagor; provided. however, that the making of any such advance by or 
through any Mortgagee shall not constitute a waiver by any Mortgagee of any Event of Default 
with respect to which such advance is made nor relieve the Mortgagor of  any such Event ol 
DcfauII. Thc Mortgagor shall pay t(1 a Mortgagee upon demand all such advances made hy such 
Mortgager with "interest thereon at a rate equal io that on the Notc having the highest interest rate 
hut i n  nu event shall such rate hc in excess of thc maximum r ~ t c  permitted hy applicahle law. All 
such advances shall he included i n  the ohligalions and secured hy the security interest granted 
hereunder. 

Section 3.15. Time Extensions for Payment of Notes: 

Any Mortgagcc may. a[ any time or times in succcssion without notice to or the consent of the 
Morigagor, or any other Mortgagee, and upon such terms as such Mortgagee rnay prescrihe. grant 
t o  any pcrson. lirm or corporation who shall h a w  hecome ohligated to  pay all or a n y  part of the 
principal ot '(and premium. i f  any) or interest on any Note held by or indebtedness owed to such 
Mortgagee or who may be affected hy the lien hereby created, an extension of thc time [or the 
payment 0 1  such principal. (antl premium. il'any) or interest, and atter any such extension the 
Mortgagor will remain liable for the payment of such Note or indehtedness to the same extent as 
though i t  had at the time of such extension consented thcreio in writing. 
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Section 3.16. Application of Proceeds from Condemnation: 

( a )  In thc event that the Mortgaged Property or any part thereof, shall be taken undcr the 
power o1'emincnt domain, all proceeds and avails therefrom may he used t o  linance 
ct,nstruction of utility plant secured or to he secured by this Mortgage. Any proceeds not 
so used shall Yorthwiih hc applied by the Mortgagor: first, to the ratable payment ol' any 
indebtedness secured h y  this Mortgage other than principal ol 'or interest on the Notes; 
scccind. to the ratablc payment of'interest which shall havc accrued on the Notes and he 
unpaid; third, to the ratahle paymcnt oI"(ir on account o f  the unpaid principal of  the Notes. 
to such installments thereof as nlay be designated hy the respective Mortgagee at the time 
of any such payment: and fourth. thc halancc shall he paid to whomsoever shall he 
entitled thcrcto. 

( h )  11 any part or the Mortgaged Property shall be raken hy emincnt domain. each Mortgagee 
shall release the propcny so taken from the Mortgaged Property and shell hc tully 
protcctcd in so doing upon heing furnished with: 

( I ) A certilicate ol' a duly aulhori7ed ol'licer of the Mortyugor rcqursiing such 
rclease, describing thc property to he released and stating that such property h!rs 
been taken by cminent domain arid that all conditions prcccdcnt herein provided 
or relaiiny to such release have been uomplied with: and 

( 2 )  an opinion of  counsel lo rhc eFfect that such property has been lawfully taken hy  
exercise or the right ol'cminent domain. that the award for such property so 
laken has become final and that all conditions precedent herein provided for 
rolaling to such releasc have been complied with.  

Section 3.17. Compliance with L.oan Agreements: Notice of Amendments to and Defaults under Loan 
Agreements: 

The Ivlortgagor will observe and perform all of the matcrial covenants, agreements, r e m s  and 
conditions contained in any Loan Agreement ontered into i n  connection with the issuance of  any of 
the Notes, as lrom time to time amended. The Mortgagor will send promptly to  each Mortgagee 
notice of' any derault hy  the Mortgagor under any Loan Agreement and notice of any amendment to 
any Loan Agreement. Upon requesi orany Mortgagee. the Mortgagor will furnish to such 
Mortgagee singlc copies of such Loan Agreements and amendments thereto as such Mortgagcc 
may requcst, 

Section 3.18. Rights of Way, etc., Necessary in Business: 

The Morlgagor will u t :  its hest efforts to obtain all such rights of way, easements from Landowners 
and releases from lienors as shell he ncccssary or advisahle in  the conduct of iis business. and, i f  
requested by any Mortgagee, deliver to such Mortgagee evidence satislaclory to such Mortgagee 
01 the obtaining of such rights of way, c w m e n t s  or releases. 

Section 3-19. Limitations on Providing Free Electric Services: 

The Mortgagor will not furnish or supply or cause ((1 he furnished or supplied any electric power. 
energy or capacity tree of charge to tiny person. Firm or corporation, public or private. and the 
Morigagor will enforce the payment or  any and all amounts owning to the Mortgagor by reison or 
the ownership and operation of the Utility System hy discontinuing such use. output. capacity. or 
servicc, or by filing suit thcrcror within 90 days after any such accounts arc due, or by hoih such 
discontinuance and by tiling suit. 
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Keeping Books; Inspection by Mortgagee: 

The Mortgagor will keep proper hooks. records and accounts, in which full and correct eniries 
shall h s  made o1'aIl dealings or transactions o r o r  in relation to the Notes and the Utility System. 
properties, business and affairs ol' the Mortgagor in accordance with rhc Accounting Requirements. 
The Mortgagor will at any and all times. upon the written request of any Mortga, w e  and at the 
expense of the Mortgagor, permit such Mortgagee hy its rcprescntatives to inspect the Utility 
System and properties, hooks 0 1  account, records. reports and other papers or the Mortgagor and to 
take copies and extracts therefrom, and will afford and procure a reasonable opportunity to make 
any such inspection. and the Mortgllgor will furnish to each klortgagee any and all such 
inlirmation as such Mortgagee may request, with respect to the performance by the Mort; "war of 
its covenants under this Mortgage, the Notes and thc Loan Agreemenis. 

kIaximurn Debt L,imit: 

The Notes at any cine time secured hy this Mortgage shall not in the aggregate principal amount 
cxcecd the Maximum Deht Limii 

Authorization to File Financing Statements: 

The Mortgagor hereby irrcvoc:ihly authorizes the Mortgagee at any timc and I'rom time to timc to 
file i n  tiny "iurisdiction a n y  initial financing statements and amendments thcreto thai: 

(a)  Indicate the Mortgaged Property ( i )  as all assets ot'thc Mortgagor or  words vfsirnilar 
effect, regardless ol' whether any parcicular asset comprised in the Mortgaged Property 
ftllls within th' st:ope ot' Article 9 of the applicable UCC, o r  ( i i )  a s  hein: ol'an equal or 
lesser scope or with greater detail, and 

(h)  Contain any other information required by the applicable UCC for the suflicicncy or tiling 
office acceptance or any financing statement or amentlmenr, including, hut not limited to 
( i )  whether the Mortgagor is an organization, the type of organization and any 
organizational identification number issued to thc Mortgagor. and ( i i ,  in rhc c ~ e  0 1  a 
tinancing statement tiled as a tixture tiling. a sufficient description of real propcrty to 
which thc Mortgaged Propcrty relates. The Mortgagor agrecs to lurnish any such 
information 10 the Mortgagec promptly upon request. The Mortgagor also ratifies its 
authorization for t h c  Morrpagee 10 have tiled in any UCCjurisdiciion any like inilia1 
linancing statements or amrndincnts thcreto if' filed prior to the date hereor. 

ARTICLE IV 

EVENTS OF DEFAULT AND REMEDIES 

Section 4-01. Events of Default: 

Each ol the foliowing shall he an "Event ol' Default" under this Mortgage: 

( a )  default shall he made i n  the payment of any installment of'or on account o(I interest on or 
principal of (or premium, i t  any associated with) any Note or Notes tor more than five (5) 
Busineu Days atter the same shall be required io ht: madc: 

default shall he made in the titie 3hservance or performance ot'any other of thc covenants, 
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conditions or agreements on the part 01' the Mortgagor, in any o f  the Notes, Loan 
Agreerncnts or i n  this Mortgage. and such deFaul[ shall continue t'or a period ot thirty ( 7 0 )  
days after written noticc specifying such default and requiring the same to he remedied 
and stating that such noticc is a "Notice o lDehu l l "  hereunder shall have hcen given to 
the Mortgagor hy any Mortgagee, PROVIDED, HOWEVER that i n  the case ol'a default 
on the krms of a Note or Loan Agrecment ol'a particular Mortgagee, thc "Notice ol' 
Default" required under this paragraph may only be givcn hy that Mortgagec; 

(c) the Mortgagor shall lile a petition in bankruptcy or  bc adjudicated a hankrupi or 
insolvent, or shall make an assignment for the henctit of its creditors, or shall consent 10 
the appointment ol' a receiver ol'itsclf or ol' its property, or shall institute proceedings for 
iu reorganiration or  proceedings inslituted by othcrs for its reorganization shall not he 
dismissed within sixty (60) days after thc institution thereoc 

( d )  a rccciver or liquidator ot ihc Mortgagor or or any suhstantial portion ol' its property shall 
he appointed and thc order appointing such rccciver or liquidator shall not he vacated 
within sixty ( 6 0 )  days alter the entry thcrcok 

( e )  the Mortgagor shall lorfcit or otherwise he deprivcd of its corporate charier or Iranchises. 
pcrmits. eascments, or liccnscs required to carry on any material portion o l  its husiness: 

(I) a final judgmcnt for an amount ot rnorc than $25,000 shall he entcrcd against the 
Mortgagor and shall remain unsatisfied or wjthout a stay i n  respect thcrcnt' lor a period of 
sixty ( 6 0 )  days; or. 

(E) any material representation or warranty made by the Mortgagor herein. in the L.oan 
Agrermcnts o r  in any certificate or linancial starernent delivered hercuntler or thereunder 
shall prove to hc l'alsc or misleading in any material respect at the time made. 

Section 4.02. Acceleration of Maturity; Rescission and Annulment: 

(a) It'an Evcnt or Det'ault described in Section 4 Ol(a) has occurred and is continuing. any 
Mor tggec  upon which such dehult has occurred may declare the principal ol'all its 
Notes secured hereundcr t o  he due and payable immediately hy il noticc in writing to the 
Mortgagor and to the other blortgagees (railtire to provide said notice to any othcr 
Mortgagee shall not affect the validiry 0 1  any acceleration ol the Note or Notes hy such 
Mortgagee). and upon such declaration. all unpaid principal (and prcmium, if'any) and 
accrucd interest so declarcd shall hecomc due and payahlc inin\ediately, anything 
contained herein or  in any Note or Notes lo the contrary ncitwithstanding. 

II'any other Evcnt of Default shall have occurred and he continuing. any Mortgagee may 
declare the principal o l  all i ts  Notes sccured hereundcr to he due and pnyahle immediately 
hy a noticc in writing to the blortgagor and to the other Mortgagees (failure t o  provide 
said notice to any other Murtgagec shall not aftect thc validity ol any accelrralion or thc 
Note or Notcs hy such Mongagee), and upon such declaration. all unpaid principal (und 
premium. i f  any) and accrued interest SO dcclarcri shall heconie due and payable 
immediately, anything contained hcrcin o r  i n  any Notc or Notes to thc contrary 
notwithstanding. 

(c)  Upon receipt ol' actual knowledge of or any notice of acceleration by any Mortgagee. any 
othcr Mortgagee may dcclarc the principal oC all I' its Notes to be dut: and payahle 
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immediately by a notice in writing to the blortgagor and upon such declaration, all unpaid 
principal (and premium. il'any) and accrued interest so declared shall hecome due and 
payahle immediately. anything contained herein or in any Note or Notes or Loan 
Agreements to the contrary notwithstanding. 

( d )  11'aftcr the unpaid principal of (and premium, if  any) and accrued interest on any of the 
Notes shall h a w  heen so declared to he due and payahlc, all payments i n  respect til' 

principal and interest which shall have hecome due and payable hy the terins of' such Note 
or  Notes (other than amounts due as a result ol' the acceleration of the Notcs) shall he paid 
to the respective blortgagccs. m i  ( i )  all othcr defaults under the Loan Agreements. the 
Notes and [his Mortgage shall have hcen made good o r  cured to the satisfaction or thc 
Mortgagees representing at least 80%. of the aggregate unpaid principal balance ol' all of 
the Notes thcn outstanding. (ii) procccdings to f'orcclosc: the lien or  this Mortgage have 
n o 1  hcen commenced. and ( i i i )  all reasonable exponses paid or incurred hy the 
Moi-tgagees in connection with the acceleration shall have heen paid to the respective 
Mortgagees. thcn i n  every such case such Mortgagees representing a1 least 80%. 01' the 
aggregiitt unpaid principal halance of all 01' the Notes then outstandin: may hy writtcn 
notice to the Mortgagor, for purposes of this btorcgagc, annul such declaration and waive 
such dcf~ul t .  and the conscqucnccs thercor, hut no such waiver shall extend ti)  or affect 
any suhscyucnt dcfaull or impair any righi consequent thcrcori. 

Section 4.03. Remedies o f  Mortgagees: 

II one o r  more ot the Events of Deflrult shall occur and he continuing, any Mortgagct: personally o r  
h! ;rtiornt:y. i n  its or their discretion, may, i n  so tar as not prohihitcd by law: 

( ; I )  takc immediate possession ot'the Mortgaged Propcrty, collect and receive all credits. 
outstanding accounts and bills receivable o f  the Mortgagor and all rents, income. 
revenues. procccds and profits pertaining to or arising from the Mortgaged Property. or 
any part thereol; whether then past due or accruing thereafter, and issue hinding receipts 
there1'or; and manage, control and operate the Mortgaged Property as f'ully as the 
Mortgagor might do i f  i n  possession thereol'. including, without limiiation, the making ol' 
all repairs or replacements dccmcd necessary or advisable by such Mortgagee i n  
possession: 

rhl proceFd to protcct and entorce the rights o f  all ol'thc Mortgagees hy suits o r  actions i n  
cquity or at law in any court or courts of competentjurisdiction. whether l'or specilic 
perl'ormancc of any covenant or  any agreement contilined herein or in aid o1 the cxccution 
ol' any power hercin yrantcd or for the foreclosure hcrcol'or hereunder or for the sale ol' 
tbc Mortgaged Property. or any part thcreol'. or to collect the dehts hcrchy secured or I'or 
the enforcement ol' such othcr or additional appropriate Icgal or equitahle remedies as 
rnay he deemed necessary or advisable to protect and cnforce [he rights and remedies 
hrrein grantcd or conferred. and i n  the event ol'the institution o l any  such action or suit 
the Mortgagee instituting such action or suit shall have the right to have appointed a 
receiver of thc Mortgaged Property and of all proceeds, rents. income, revenues and 
prolits pertaining thereto or arising thcrcfrom, whether then past due or accruing a t k r  the 
appointment ot'such receiver, derived, rcccivcd or had from the tirnc 0 1  the 
commencement oI'such suit o r  action, and such reccivcr shall have all the usual powi:rs 
and duties of receivers in like and similar cases. to the fullest extcnt permitted hy law. and 
il" application shall he made for the appctintmen~ of a receiver the Mortgagor herehy 
expressly consents that the court to which such application shall he madc rnay make said 
appointment: and 
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( c )  sell or cause to he sold all and singular the Mortgaged Property or any part thereor. and 
a11 right, title, interest, claim and demand of the Mortgagor therein or thereto, at public 
auction at such place in any county ( o r  its equivalent locality) i n  which the property to be 
sold. or any part thereof, is located. ai such time and upon such terms as may he specified 
i n  a notice of sale. which shall state the time when and the placc where the sale is to he 
held. shall contain B hrict'gcncral description of the property IO he sold. and shall he 
given by mailing a copy thereor io the Mortgagor at Icasl filiccn ( 1.5) days prior ttr the 
date tixcd for such sale and by publishing the same once in each week for two successive 
calendar weeks prior to the date of such sale in a newspaper of general circulation 
puhlislied in said locality or ,  i f  ncr such newspaper is puhlishcd in such locality. in  a 
newspapcr o1'gcncral circulation in such locality, the lirst such publication to he not less 
than lifteen ( I S )  days nor more than thirty ( 3 0 )  days prior to the daic lixcd lor such sale. 
Any sale io he madc under this subparagraph ( c )  of  this Section 4.03 may be adjourned 
lrom time [ O  time hy announcement at [he tirnc and placc appointed for such sale or lor 
such ad.journetJ sale or sales. and without Further notics o r  puhlication the sale may he had- 
a( the time and placc to which the same shall he acljourned: provided. however, that in the 
svcnt another o r  dirkrent notice OF sale o r  antithcr or difrcrcnl manner 0 1  conducting thc 
s;uw shall hc required hy law the notice of sale shall he given o r  the sale he conducted. as 
the case may be. in accordance with the applicable provisions ol'law. The cxpense 
incurrcd by any Mortgagee (including, hut not limited to, receiver's fees. counscl I'ecs. 
cost of advertisement and agents' compensation) in the exercise 01' any ol' the remedics 
provided i n  this Mortgage shall he securccl hy this ~ Io r tyagc .  

(d)  In the event that a Mortgagee prcuecls to enrorce remedies under this Section, any other 
Mortgagec may join i n  such proceedings. I n  ttic event that the Mortgugees are not i n  
agreement with the niethtd or manner ol'cnlorcernent chosen by any other Mortgagee. the 
Mortgagees rcprcxntin: a ma.jority of the aggregate unpaid principal halancc on thc then 
outstanding Notes may direc\ the method and manner i n  which remedial action will 
proceed. 

Section 4.04. Application of Proceeds from Remedial Actions: 

Any proceeds or  funds arising from the exercise of any rights or the enforcement of any remedies 
herein provided after the payment o r  provision F(rr the payment ot  any and all c ~ i t s  and expenses 
in connection with the exercise or such rights or the enfarccrncnt ol' such rcnicdies shall be applied 
first, to the ratable payment 01 indebtedness hcrchy secured other than the principal oI' or interest 
on the Notes: second, to the ratable payment of  interest which shall have accrued o n  the Notes and 
which shall he unpaid; third, to thc ratahle payment of or o n  account 0 1  the unpaid principal o l  the 
Notes; and the halancc, if any, shall he paid to whomsoever shall he entitled thereto. 

Section 4.05. Remedies Cumulative; No Election: 

Every right or remedy herein conferred upon or reserved to the Mortgaeccs or to the Noteholders 
shall be cumulativc and shall be i n  addition to every other right and rcmedy given hereunder o r  
now or hcrcalter existing at law, or i n  equity. or hy statute. The ptirsuit of any right or  remedy 
shall not  he construed as an election. 

Section 4.06. Waiver of Appraisement Rights; Marshaling of Assets Not Required: 

The Mortgagor, fur itself and all who may claim through or under i t ,  covenants that i t  will n o t  at 
any time insist upon or plcad, or in any manner whatever claim, or take the henetit o r  advantage of, 
any apprnisemcnt, valuation. stay. extension or redemption laws now or hcreaftrr in force i n  any 
Itxality where any  o t  the Mortgagcd Property may he situated, in order to prevent. dolay o r  hinder 
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the enforcement or foreclosure of this Mortgage. o r  the absolute sale of thc Mortgaged Propcrty, or 
any part thcrcol; or the final and ahsoiutc putting into possession thereol, immediaieiy alter such 
sale, of the purchaser or purchasers thereat, and the Mortgagor. li)r itsell' and all who may claim 
through or under it, herehy waives thc henefit ol'all such laws unless such waiver shall hc 
forhiddcn hy law. Under no circumstances shall there he any marshaling of assets upon any 
f'orcclosure or to other enforcement ot  this Mortgage. 

Section 4.07. Notice of Default: 

The Mortgagor covenants thai i t  will give immediate written notice to each Mortgagee a t  the 
occurrcncc ol'any Event 01' Detault or in [he event that any right or rcmcdy drscrihed in Scctions 
4.02 and 4.03 hereof is exercised or cnlhrccd or any action is taken to exercise or enforce any such 
right or  rcmcdy. 

ARTICLE V 

POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE 

Section 5.0 1. 

Section 5.02. 

Section 5.03. 

Posscssion lJnti1 Default: 

Until some one or more of the Events of DcI'ault shall have hitppened, the Mortgagor shall he 
suttered and permitted to rerain actual possession of tht: Mortgaged Property, and io manage. 
opcratc and use the same and any part thereof. with the rights and franchises appertaining ihcrcto, 
and to collcct. receive, take, use and enjoy the rents, revenues. issues. earnings. income. proceeds, 
products and protits thereol o r  therefrom. suh,jcct to the provisions or this Mortgagc. 

Defeasance: 

I f  the Mortgagor shall pay or cause t o  he paid rhr whole amount of the principal o t ( and  premium, 
i l  any) and interest on the Notes at the times and in thc manner therein provided. and shall also pay 
or  cause to hc paid all other sums payahlr hy the Mortgagor hereunder or under any L.oan 
Agrccmenr and shall keep and perform. all covenants herein required to be kept and performed by 
i t ,  then and in that cast .  a11 property. rights and interest hcrehy conveyed or  assigned or plcdgcd 
shall revert to the Mortgagor and the estate, right, title and intcrcst of the Mortgagee so paid shall 
thereupon ccasc. determine and become void and such Mortgager. i n  such cnsc, on written demand 
of the Mortgagor but a1 thc Mortgagor's cost and expense. shall enter satisfaction of thc Mortgage 
upon the record. In  any event, each Mortgagee. upon payment i n  lull LO such Mortgagee by the 
Mortgagor or all principal of(and premium, i f  any) and interest on any Note held hy such 
Mortgagee and the payment and discharge hy the Mortgagor 01' all charges due to such Mortgager 
hereunder o r  under tiny Loan Agrermeni, shall cxcculc and deliver to the Mortgagor such 
instrumcnt of' satisfaction. dischargc or relcasr as shall he requircd hy law i n  the circumstances. 

Special Defeasance: 

Chher than any Notes excluded hy the foregoing Sections 5.01 and 5.02 and Notes which havo 
hccorne duc and payable, the Mortgagor may cause the Lien ol' this Mortgage to be deleased with 
respect to  any Note lor which i t  has depositcd or caused to he dcpositcd in trust solely t o r  the 
purposc an amount sufficient to pay and discharge the entire indchtedness on such Note tor 
principal (and premium. i t  m y )  and interest to the date of maturity thereof: PROVIDED. 
HOWEVER. that depository serving as trustee l o r  such trust must lirst hc acccpred as such hy the 
Mortgagee whosc Notes are being detcascd under this section. I n  such event. such a Note will n o  
longcr he considered lo he an Outstanding Note for purposes of this Mortgage and the hr.i)rtgagce 
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shall cxecutc anti deliver to the Mortgagor such instrurncnt o l  sarisfaction, discharge or releasc as 
shall be rcquired by law in  [he circumstances. 

ARTICLE VI 

MISCELLANEOUS 

Section 6.01. Property Deemed Real Property: 

I t  i s  herchy declared to he the intention ol'thc Mortgagor that any electric generating plant or 
plants and facilities end a11 electric transmission and distribution lines, or other Electric Systcin or 
Ut i l i ty  System facilities. emhriiced in the Mortgaged Property, including (without limitation) a11 
rights o l  way and casements granted or given to thc Mortgagor or ohtained hy i i  to use real 
propcrty i n  connection with the construction, operation or maintenance ot' such plant. lines. 
lacilitich or systcms. and all othcr properry physically attached to any o f  the foregoing. shall be 
dccincd to he rcal property. 

Section 6.02. Mortgage to Bind and Benefit Successors and Assigns: 

All  0 1  thc covenants, stipulations, promises, undertakings and agreements herein contained hy or 
o n  hchull'of the Mortgagor shall hind its successors and assigns, whether so specified or  not, and 
dl titles. rights and remedies herehy granted to or conferred upon the Mortgagees shall pass to and 
inurc t i l  thc hcncfit 01' the succcssors and assigns ol' the Mortgagees and shall he deenied to he 
granted o r  conferred for the ratable benetit and security of all who shall from timc to time hc a 
Mot igagcc. Thc Mortgagor herehy agrees to execute such consents. acknowledgments and other 
iwtruiiients as may he reasonahly requested hy any Mortgagee in connection with the assignment. 
iriinslcr, mortgage, hypothccation o r  plcdgc of thc rights or inicrests of such Mortgagee hereunder 
o r  unilcr the Notcs or i n  and to any of the Mortgaged Propcriy. 

Section 6.03. Headings: 

Tlw dcscriptivc headings ol'rhe various articles and sections o l  [his Mortgage and also the tahlc of 
uintents were formulated and inserted lor convenience only and shall not he deemed to affect the 
incaning or construction of any 01' thc provisions hcreol. 

Section 6.04. Severability Clause: 

I I I  case any provision of this Mortgage or in the Notcs or  in the Loan Agrccrncnts shall hc invalid 
o r  uncnl'orccahle, the validity, legality and enforceahility of the remaining provisions thereof shall 
ncii i n  any way he atkcted or irnpairt:d, nor, nor shall any invalidity or uncnforccahility as to any 
Mortyaycc hereunder affect or impair the rights hereunder ot' any other Mortgagee. 

Section 6.05. hlortgage Deemed Security Agreement: 

TII thc cxttmt [ha( any ot'the properry described or  referred to i n  this Mortgage is govcrned by the 
p t ' c ~ ~  isions oI' the LJCC this Mortgage is herehy deemed a "securiiy agreernenr" under the UCC. 
and. i1'w elected by any Mortgagee, a "financing statement" under the UCC for said securily 
aprcciiicnt. The mailing atldresses 01 the Mortgagor as dehtor. and thc Mortgagees as securcti 
partics arc ar set lorth i n  Schedule "A" hereof'. If' any Mortgagcc so directs the Mortgagor to do 
> t i  1111. Mortgagor shall file as a linancing statenienr under the UCC for said security agreement 
mil  l o r  \lie henefit ot' all of the Mortgagees. an instrument other than this Mortgage. In such case. 
tlic instrument to  he lilcd shall hc in  a form customarily accepted hy the filing office as a financing 
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statement. PROCEEDS O F  COLLATERAL ARE COVERED HEREBY. The Mortgagor is an 
organization ol' the type and organized i n  thcjurisdiction set forth on the first page hereol. The 
cover page hereof accurately sets lorth the blortgagor's organimional identification numhcr (ir 
accurately states that the Mortgagor has none. 

Section 6.06. Indemnification by Mortgagor  of Mortgagees: 

Thc Mortgagor agrees to indemnify and save harmless each ktortgagee againsi any liahility or 
damages which any of them may incur or sustain in the exercise and performance of their rightful 
powers and duties hereunder. For such reimhursement and indemniiy, each Mortgagee shall he 
secured under this Mortgage in the same manner as the Notes and all such reimbursements for 
expense or damage shnll he paid to  the Mortgagee incurring or sul'fering the same with interest at 
thc rate specitiecl iii Section 3.14 hereol. Thc Mortgagor's ohligation to indemnity the Mortgagees 
under this section and under Section 3.04 shall survive the satistiction of the Notes, the 
reconveyance or Foreclosure of this Mortgage. thc acceptance ot 'a dccd in lieu ol' loreclosure. or 
any transfer o r  abandonment ol' the Mor\pged Property. 

IN  WITNESS WHEREOF, CLARK ENERGY COOPERATIVE, INC.. as Mortgagor. has caused 
this Restated Mortgage and Security Agreement to he signed in its name and its corporate seal tn he hereunto affixed 
and attested by its officcrs thereunto duly authorired. UNlTED STATES OF AMERICA. as Mortg;igee and 
NATIONAL RURAL IJTILITIES COOPERATIVE FINANCE CORPORATION, as Mor&agcc, have cach caused 
this Restated Mortgage and Security Agreement t o  be signed i n  their respective names hy du ly  authorized persons, 
all as of [his day and year first ohove writtcn. 

CLARK ENERGY COOPERATIVE, INC. 

, Chairman 

Secretary 

Exccuted by the Mortgagor 
i n  the nresenctt of: 
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UNITED STATES OF AMERICA 

Assistant Administrator 
Elcctric Program 

oT the 
Rural Utilitics Service 

Executed by United Sk~tes of  America. 
Mortgagee, in  [he prcscnw ol’: 

BERT L. HUNTINGTON 

uglas I? Jenkins 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

Assistant Secretary-Treasurer 

(SEAL) 

Executcd by thc a h o v w w n c d ,  Mongagoc, in the 

AR\RNNE L DUSOLD 
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COIJNTY OF CI?LX 
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I ,  -?A& S . T O S E  , a Notary Public in and Tor the County and 
Commonwealth aforesaid. do hcreby certify that Viq r l  1). G ; r r f r ~  

ol' Kentucky. and to me known to he [he identical person whose nanie i s  as Chairman o l  said corporation. suhscrihed 
to thc loregoing instrument. appeared h d o r e  mc this day in porson and produced the lorcguing instrumen1 to mc in 
the Counry alimsaid and acknowledged that as such Chairman he signed the roregoing instrurncnt pursuant io 
authority given by the board of directors ol'said corporation as his 12.w and voluntary act and deed and as the I'rcc 
anti voluntary act and deed 0 1  said corporarion l'or the uses and purposes therein SCI l'orth and that the seal aftixed io 
the foregoing instrumen1 is the corporate s e d  ot' said corporation. 

personally known to rnc to be the Chairman of Clark E nergy Cooperative, lnc., a corporation of the Cornmonwclilth 

Given under my  hand this 3 day or Ag..f . 2 0 0 3  

(Notarial Seal) 

M Y  Commission expires: dmhbtn- 24 am4 
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DISTRICT OF COl..lJIvlB1A 1 ss 

, 2 0  03 , personally appeared ht:I"ore me 
, who, being duly sworn, did say that lie is the Assisrant 

On this 2s' day 0 1  
Blaine D. Stockton 

Administraior - Eleciric Program of  the Rural Utilities Servicc, an agency of thc IJnited S t a ~ c s  ot America, and 
acknowledged to me [hat, acting under delegation o f  authority duly given and evidenced hy  law and presrnily in 
cTl'cc\, he executed said instrument as thc act and deed of the IJnitcd States 01' America l i ~ r  the uscs nntJ purposes 
Ihcrein mentioned. 

IN TESTIMONY WHEREOF I have hcrctolixe set my hand and ofticid scal the day anti year last ahovr 
written. 

-- 
Notary Public 

o&A/;2,,r 

(Notarial Seal) William A. Frost 
Notary Public, District 0 1  Columbia 
MY Commission Expires 04/7 4/2006 

My commission expires: --__I_' 

P a p  3.1 
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COMMONWEALTH OF VIRGINIA ) 

COtJNTY OF FAIRFAX ) 
) ss 

,20 0q . beforc rnc appeared 
, io me personally known, who, bcing hy mc 

Coopcrative Finance Corporation, and that the seal affixed io the foregoing instrument is the corporait. seal of said 
corporation anti thaL said instrument was signed and healed in behalf of said corporation by authority of its board oL 
dircclors and said ASSISTANT SECRETARY-TREASURER acknowledged said instrument tu hc thc trec aci and 
tjccd ol said corporation. 

ECRETARY-TREASURER of the National Rural Utilities 

IN WlTNESS WHEREOF, 1 h a w  hereunto sct my hand and official scal. 

- Evette Johnson 

(Noinria! Scal) 

My commission expires: 



SCHEDULE A: Part One 

2 .  The statc relcrred Lo in Seciion 1 .UJ is Kentucky. 

3. T h e  addresses ol' thc parties referred to in Sections I .05 and 6.05 are as Ibllows: 

As to [hi: Mortgugor: 

Clark Energy Cooperative, Inc. 
2640 Iron Works Road 
Winchester, Kentucky 4039 I 

As to the Mortgagees: 

Rural Utilities Service 
United States Department ol' Agriculture 
Washington. DC 20250-1500 

National Rural Utilities 
Cooperative Finance Corporation 
3201 Cooperative Way 
Hcrndon. Virginia 20 17 1-3025 

4. The (kiginal Mortgage U S  referred to in thc first WHEREAS clause nhove is more particularly descrihed as 
to1 I ows : 

Instrument Dare --- Instrument Title 

Rcstntcd Mortgage ani! Security Agreement Junc 3, 1996 

Supplemental Mortgage November I ,  1999 

EKM-Or)l)X-O1?-KY. Schedule A Pan One Page 1 
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5 .  The outstanding secured obligations o! thc Mortgagor relerrecl to i n  the fourth WHEREAS clause above are 
evidenced hy the Original Notes described below: 

ORIGINAL NOTES issued to the Government' 

- Loan 
Dcsienation 
R 
S 
T 
u2 
W 2  
Xh 
Yh 
Zh 
AAh 
AB6 
ACh 
AD6 
AEh 
AF6 
AG6 I 
AH4 1 
A K X '  
ALS" 

Face Amount 
$600.000.00 
$H23.WX) 00 
$299dK)0.00 
$465,000.00 
$638,000.00 
$748,000.00 
$7.5 X,()o0.00 
$975.000.00 

$ t ,705,000 00 
$2.004 '000.00 
$ 1,558,000 00 
$2.22 I .ooo.oo 
$2.590.000.00 
$2.898.000.00 
$2.695,000.00 
$9 .435,00().0() 

s I9 ,636,On0.00 
$ I9.545.000.00 

Date 
I Z h  1965 
12 J u n  I968 
27 ( k t  1970 
2Fch 1972 
9 Mar 1973 

23 Apr 1974 
1 I Jul  197.5 

25 May 1976 
I Dcc I977 

22 Jan 1980 
25 May 1982 

30 Jul 19x4 

20 Aug 1993 
17Feh 1995 
3 J u n  I996 

I Nuv 1999 
I J u l  2003 

6Scp 1991 

Final 
Maturity 
17 Fch 2000 
I2 Jun  2003 
27 Oct 200s 
2 Feh 2007 
9 Mar 2008 

23 Apt 2009 
I 1  Jul2010 

25 May 201 I 
I Dcc 2012 

22 Jan 20 I 5  
25 M a y  2017 

30 Jul 20 I 9  

20 Aug 202X 
17 Feh 2030 

3 Jun 2021 
3 I Dcc 2033  
3 I Dcc 2037 

- 

h s u p  2026 

% Rate' 
2.00 
2.00 

2.00 
X X )  
5 .oo 
5.00 
5.00 
5 .00 
5.00 
5 .00 
5 .00 
5.00 
5 .00 

V 
V 
V 
V 

2 . w  

Government" as used in this listing refers to thc Unitcd States of' America acting through the 
Administrator ol' the Rural Ut 
Administration (REA). Any Notes which arc payable to a third party and which either RCJS or REA has guaranteed 
us t o  payment are also described in this listing as being issued to the Government. Such guaranteed Notes arc 
typically issued t o  the Federal Financing Bank (FFB). an instrumentality of the United States Department of 
Treasury. and held hy RUS. but may also he issued to non-governrncntal entities. 

I I,  

es Service (RIJS) or its predecessor agency, (he Rural Electrification 

'V=variable interest rate calculated hy RUS pursuant to titlc 7 oi' Ihc Code ut' Fctlcral Regulations or hy the 
Secretary of Trcasury. CFC=an intercst rate which may he tixed or variable from time to time as provided in [he 
CFC Loan Agreement pertaining to a loan which has been made by CFC and guaranteed hy RUS. CoBank=an 
interest rate which may he fixed or variable from time to tirnc as provided i n  the CoBank Loan Agreement pertaining 
to a loan which has hccn made hy CoBanli and guaranteed by RUS. 

'in additiqn to this note which thc Mortgagor has issued to FFE, thc Mortgagor has also issued a 
corresponding promissory note to RUS designated as the certain "Reimbursement Note" hearing even date therewith. 
S U C ~ ~  Reimhurserncnt Note i s  payable to the Government on (kinand and evit1t:nces the Mortgagor's obligation 
immediately to repay RUS. any payment which RUS may make pursuant LO the RUS gucrrcrntee of such FFB nok, 
together with interest. expenses 
Note is an "ORIGINAL NOTE 
tvtorigage and is entitlcd to  a l l  o 

cnal\ies (all as described in such Rcimhurscnienl Note). Such Rcimburscmrnt 
to the Government" rur purposcs of this Part One ol' Schedule A and this 
encfits and security of  this Mortgage. 

'Set: footnote 3 in thls Schedule A. 
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SCHEDLEX A: Part Two 

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

ORIGINAL NOTES issued to CFC 

CFC Loan  Face  Arnounhf 
Desimation _I Note 

KY 049-C-9001 352,000.00 

KY 049-C-9003 $160,000.00 

KY 049-(2-9005 $32 1,000.00 

KY 049-C-9008 $325,000.00 

KY 049-C-90 10 $108,000.00 

KY 049-C-9015 $73 1,000.00 

KY 049-C-9014 $904,000.00 

KY 049-C-90 16 $703,000.00 

KY 049-C-90 17 $1,002,000.00 

KY 049-C-90 18 $1,144,330.00 

KY 049-(2-9019 $1,280,412.00 

KY 049-C-9020 $1,155,000.00 

Note Date Maturity Date 

02102l 1972 05/02/2007 

03/09/1973 06/09/2008 

04/23/ 1974 04/23 /2 00 9 

0711 111975 0711 1/2010 

05/25/1976 

12/0111977 

01/22/1980 

05/25/ 1982 

07/3011984 

09/06/1991 

O8/20/1993 

03/28/1995 

05/25/2011 

1 210 1/20 1 2 

01/22/2015 

05/25/2017 

07/30/2019 

09/06/2026 

08/20/202 8 

0 4 0  81203 0 

CFC SCHEDA 
KY049-M-ALB (ANDERSM) 
30221-1 



Exhibit 3 
Page 40 of 5 1 CLARK Coumv 

M495 PG503 

SCHEDULE €3 

Property Schedule 

The fee and leasehold interests in real property referred to in Subclause A of Granting 
Clause First are described on the attached paces designated 1 through 5 of this Schedule B. 

The recording jurisdictions referred to in Subclause B of Granting Clause First are: 
The Counties of Bath, Bourbon, Clark, Estill, Fayette, Madison, Menifee, Montgomery, Morgan, 
Powell, Rowan and Wolfe in the Commonwealth of Kentucky. 

The contracts referred to in Subclause C of Granting Clause First include without 
limitation the Wholesale Power Contract, dated a s  of October 4, 1964, between the Mortgagor and 
East Kentucky Power Cooperative, Inc. As amended. 
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I 

A l l  tha t  c e r t a i n  t r a c t  of land lying and being i n  t h e  County of 
Clark, S t a t e  of Kentucky, located about 2 miles e a s t  of Winchester, 
Kentucky, on the  nor th  s i d e  of Ky. Highway 15 and on the  south s i d e  
of the C .  & 0.  Railroad, more parti.cul.ar1.y described as follows: 

Beginning a t  a fence post a t  the in te rsec t ion  of t he  south r i g h t -  
of-way l i n e  of C .  & 0.  Railroad, and the  north right-of-way l i n e  of 
Ky. Highway No. 1 5 ,  s a i d  post  being 30 feet  from the  center  Line of 
the main t r a c t  of t he  C .  & 0. Railroad and 30 feet  from the  center  
l i n e  of t he  Ky. Highway N o .  1 5 ;  thence with the North right-of-way 
l i n e  of t he  highway S 2 O  1 3 '  E 9 6 . 2  f e e t  t o  a point  i n  the  fence; 
thence S 11O07' E 6 2 . 7 1  f e e t  t o  a point i n  the fence; thence S 19O 
2 4 '  E 1 5 4 . 5  feet  t o  a point  i n  the  fence; thence S 30° 4 0 '  E 56.9 
feet  t o  a poin t  i n  t h e  fence; thence S 39" 2 8 '  E 7 3 . 5  feet  t o  a 
point  i n  the  fence; thence S 5 1 O  3 2 '  E 8 6 . 1  f e e t  t o  a po in t  i n  the  
fence; thence S 55O 2 0 '  E 53 .6  feet  t o  a point  in the  fence; thence 
S 6 1 O  5 0 '  E 5 4 . 6  feet t o  a point i n  the fence; thence S 7 6 O  01' E 
7 5 . 9  feet  t o  a po in t  i n  the fence; thence S 8 2 O  14 '  E 5 3 . 1  f e e t  t o  
a point i n  the  fence,  thence S 8 6 O  02' E 2 8 1 . 1  f e e t  t o  a point  i n  
the north right-of-way l i n e  of Kentucky Highway N o .  1 5 ,  s a i d  point; 
being 30  f e e t  from the  center l i n e  of s a i d  highway and a corner t o  
William S .  Frankl in;  thence leaving s a i d  highway N 1 8 O  2 9  ' E 4 4 9 . 3  
feet t o  a fence pos t ;  s a i d  post being i n  the  south right-of-way 
l i n e  of the C .  & 0.  Railroad and 3 0  feet  from center  l ine  of Main 
t r a c t  and being a corner t o  sa id  Franklin; thence with s a i d  r i g h t -  
of-way l i n e  of s a i d  r a i l road  N 7 9 O  58' W 2 7 6 . 7  feet t o  a po in t  i n  
the  right-of-way Eence; thence N 7 9 O  4 4 '  W 654.6 feet t o  t h e  p lace  
of beginning, containing an area of 8 . 3  acres ,  more o r  less. 

THERE I S  EXCEPTED from the  above-described property 0 . 3 4 2  acres  
which was conveyed by Clark R u r a l  E l e c t r i c  Cooperative Corporation 
t o  the Commonwealth of Kentucky by deed dated J u l y  2 9 ,  1 9 9 2  and of 
record in Deed Book 318 ,  page 6 5 6 ,  Clark County C le rk ' s  o f f i c e .  
Being a p a r t  of the same property conveyed t o  Clark Rural E l e c t r i c  
Cooperative Corporation (now Clark Energy Cooperative, I n c . ) ,  by 
deed from James Evans, s ing le ,  dated November 1.8, 1 9 5 2  and of 
record in  Deed Book 1 4 5 ,  page 1 2 1 ,  Clark County C le rk ' s  o f f i c e .  

I1 

A l l  t h a t  c e r t a i n  t r a c t  of land ly ing  and being i n  t h e  County of 
Clark, S t a t e  of Kentucky, located about 2 miles e a s t  of Winchester, 
Kentucky, on t he  north s i d e  of Xy. Highway N o .  1 5  and on the south 
s ide  of the C .  & 0.  Railroad, more p a r t i c u l a r l y  described a s  
f Q l l O W S :  

Schedule B 
Page 1 



Beginning at a fence post in the south right-of-way line of C. & 0 .  
Railroad, said post being 30 feet from center line of Main tract 
and a corner to James Evans; thence leaving sai.d right-of-way s 
18O 28' W 449.3 feet to a point in the North right-of-way line of 
Ky. Highway No. 15 said point being 30 feet from center line of 
said highway and a corner to said Evans; thence with right-of-way 
of said highway S 8 6 O  02' E 525.9 feet to a point in the fence; 
thence S 85O 44' E 192.2 feet to a point in the fence; thence South 
83O 20' E 1.80.8 feet to a point in the fence; thence S 79O 37' E 
267.9 feet to a point in the fence; thence S 77O 51' E 153.71 feet 
to a fence post in the north right-of-way line of Ky. Highway No. 
15, a corner to another tract belonging to William S. Franklin; 
thence Leaving said right of way N 4 O  05' E 53.5 feet to an iron 
spike in the center of an o ld  county road, a corner to said 
Franklin; thence with the center of said road N 6 7 O  05' W 387.9 
feet to a spike; thence N 67O 50' W 1.53.8 feet to an iron spike; 
thence N 66O 03' W 186.7 feet to an iron spike; thence N 6 2 O  33' W 
132.1 feet to a spike; thence N 57O 18' W 280.6 feet to an iron pin 
where the center line of old county road intersections the south 
right-of-way line of the C. & 0 .  Railroad, said point being 30 feet 
from center line of main tract; thence with said right-of-way N 79O 
58' W 150.2 feet to the place of beginning, containing an area of 
6.81 acres, more or less. 

Being the same property conveyed to Clark Rural Electric 
Cooperative Corporation (now Clark Energy Cooperative, Inc. ) by 
deed from William S. Franklin, single, dated November 18, 1952 and 
of record in Deed Book 145, page 124, Clark County Clerk's office. 

All that certain tract of land lying and being in the County of 
Clark, State of Kent-ucky, located about 2 miles east of Winchester, 
Kentucky, on the South side of the C. & 0. Railroad, more 
particularly described as follows: 

Beginning at an iron pin at the intersection of the south right-of- 
way line of C. & 0. Railroad and the center line of the old Count-y 
road, said pin being 30 feet from the center line of C. & 0. tract; 
thence with said right-of-way line and the line of the Clark Rural 
Electric Cooperative Corporation (now Clark Energy Cooperative, 
Inc.) formerly William S. Franklin N 79O 58' W 145.6 feet to a 
point in said right of way fence in the line of said Corporation; 
thence N 28O 18' E 11 feet to a point; thence S 81O 02' E 116.0 
feet to a point in the center of an old county road; thence S 59O 
09' E 29.7 feet to the place of beginning, containing an area of 
0.034 acres, more or less. 

Being the same property conveyed to Clark Rural Electric 
Cooperative Corporation (now Clark Energy Cooperative, I n c . ) ,  by 
deed from William S. Franklin, single, dated November 18, 1952 and 
of record in Deed Book 1 4 5 ,  page 122, Clark County Clerk's office. 
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A c e r t a i n  l o t  of land s i tua t ed  on t he  Quisenberry Road in Clark 
County, Kentucky, and being more p a r t i c u l a r l y  described a s  follows: 

Beginning a t  a po in t  i n  the margin of the Quisenberry Road, corner 
t o  Wallace George; thence northwardly along the East margin of 
Quisenberry Road one hundred (100) feet  t o  a s t a k e ;  thence 
eastwardly one hundred (1001 f e e t  t o  a s t ake ;  thence souther ly  one 
hundred (100) feet t o  a s take i n  the  l i n e  between he property 
belonging t o  t h e  p a r t i e s  of fihe f i r s t  p a r t  and Wallace George; 
thence westwardly with the l i n e  of the  George property one hundred 
( 1 0 0 )  feet  t o  the  point  of beginning. 

The above mentioned property i s  subjec t  t o  an easement t o  the  
Kentucky U t i l i t i e s  Company a s  shown of record i n  Deed Book 1 0 7 ,  
page 1 6 2 ,  and subjec t  t o  two easements t o  the Southern B e l l  
Telephone & Telegraph a s  shown of record i n  Deed Book 1 0 7 ,  page 
205, and Deed Book 1 1 8 ,  page 2 1 4 ,  Clark County C l e r k ' s  o f f i c e .  

Being t h e  same property conveyed t o  Clark Rural E l e c t r i c  
Cooperative Corporation (now Clark Energy Cooperative , Inc . ) by 
deed f r o m  Hunter Harr i s  and Mettie T .  Harr is ,  h i s  wife, dated March 
28 ,  1 9 5 0 ,  and of record i n  Deed Book 139, page 9 5 ,  Clark County 
Clerk s off ice .  

A l l  t h a t  c e r t a i n  t r a c t  o r  parcel of land lying and being in C l a r k  
County, Kentucky, and being a port ion of the o ld  C & 0 Railroad 
right-of -way s i t u a t e d  east  of I ron Works Road (Kentucky Highway 1 5 )  
east of Winchester, more p a r t i c u l a r l y  described a s  follows: 

Beginning a t  a P . X .  N a i l  in the  center  of the  O l d  I ron  Works Road 
i n  l i n e  with the  nor th  right-of-way fence of the  o ld  C & 0 Railroad 
opposite Valuation S ta t ion  4301+46,  thence i n  p a r t  with the 
ex i s t ing  fence l i n e  N 7 8 O  0 0 '  W a t  25 .58  feet passing a P . K .  N a i l  
i n  a fence p o s t ,  a corner t o  Rowland A c r e s  a s  shown in Deed Book 
146, page 389, a t  1 0 0 0 . 8 9  f e e t  passing an i r o n  p i n  i n  the  e a s t  
right-of-way of Highway 15 ,  i n  a l l  1 0 6 1 . 7 3  feet t o  an i ron  p i n  in 
the  w e s t  right-of-way l i n e  of Highway 15; thence crossing t h e  o ld  
r a i l r o a d  right-of-way along the l i n e  of the  w e s t  right-of-way of 
Highway 15 S 2 O  2 6 '  W 6 2 . 8 8  f e e t  t o  an i ron  p in  i n  the south r i g h t -  
of-way l i n e  of the  old r a i l road ;  thence with sa id  south r igh t -of -  
way S 7 8 O  0 0 '  E a t  6 0 . 8 5  f e e t  passing an i ron p in  in t h e  e a s t  
right-of-way l i n e  of Highway 1 5 ,  a corner t o  the  Clark RECC, i n  a11 
11.57.04 feet  to a P.X. Nail in t he  center  of the Old Iron Works 
Road, thence with the  center of s a i d  road N 4 7 O  3 8 '  W 122.59 fee t  
t o  t he  beginning, containing an area o f  1 . 5 7 9  acre ,  more or less. 
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Being the  same property conveyed t o  Clark Rural E1ectri.c 
Cooperative Corporation (now Clark Energy Cooperative, Inc . )  by 
deed from CSX Transportation, I n c . ,  a Virginia corporat ion,  dated 
January 1 6 ,  1 9 8 9  and of record in Deed Book 288,  page 1 3 ,  Clark 
County C l e r k ' s  o f f i c e .  

V I  

Si tuated i n  Menifee County, Kentucky, 1% m i l e s  nor theas t  of 
Frenchburg, and more pa r t i cu la r ly  described a s  fa l lows:  

BEGINNING a t  a point  on west bank of Beaver Creek and being a point  
i n  e a s t  right. of way l i n e  of Highway N o .  36 and being south 6 
degrees 3 0  minutes eas t  2 6 . 5  f e e t  of cen ter  of concrete  pipe 
headwall and being north 65 degrees eas t  9 4 . 6  fee t  of high l i n e  
power pole ,  and being i n  eas t  r i g h t  of way l i n e  30  feet  from center  
of Highway N o .  3 6  a s take  corner; thence with s a i d  highway r i g h t  of 
way l i n e  nor th  2 3  degrees eas t  a dis tance of 4 8 2 . 3  feet  t o  a s take  
corner i n  s a i d  r i g h t  of way l i n e  and being a common corner t o  
George Brown t r a c t ;  thence with s a i d  Brown t r a c t  south 6 5  degrees 
e a s t  a d i s t ance  of 317 feet  t o  s e t  s take  on edge creek bank; thence 
same course d is tance  4 1  f e e t  t o  a point  i n  o r  near center  of Beaver 
Creek, t h i s  po in t  t ies in to  o ld  t r a c t  c a l l  from o ld  Spencer, now 
Brown deed, which says from a point  i n  the creek and with the  creek 
thence from s a i d  point  i n  o r  near center  of s a id  creek and with 
s a i d  creek south 6 0  degrees 15  minutes w e s t ;  a d i s tance  of 587 feet 
t o  p lace  of beginning, containing 1 . 8 9  ac re s ,  more o r  less.  

Being the same property conveyed t o  C l a r k  Rural E l e c t r i c  
Cooperative Corporation (now Clark Energy Cooperative, I n c . ) ,  by 
deed from George W. Brown and Audrey Brown, h i s  w i f e ,  dated April  
2 9 ,  1 9 5 9 ,  and of record i n  Deed Book 3 2 ,  page 455, Menifee County 
C l e r k ' s  off  i c e .  

VI I 

A l l  t h a t  c e r t a i n  t r a c t  o r  parcel  of land i n  Powell County, 
Kentucky, p a r t i c u l a r l y  bounded and described a s  follows: 

Beginning a t  point  One which is a point  on the East s i d e  of Hal l s '  
Lane, 150  fee t  south of Boyd Centers corner;  thence bearing East 
9 9 % O  Two hundred Nine f e e t  t o  point Two; thence southward 1 8 4  1/6O 
t o  po in t  Three, a d i s tance  of 2 0 9  feet ;  thence westward 2 7 9 % O  a 
d i s tance  of 209 feet  t o  point Four; thence Northward a d is tance  of 
2 0 9  f e e t  along the margin of Halls Lane Road 4 1 / 6 O  t o  point  One a t  
the  beginning, a l l  these hearing are magnetic hearings.  
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Being the same property conveyed to Clark Rural Electric 
Cooperative Corporation (now Clark Energy Cooperative, Inc.) by 
deed from Carl McIntosh and Bernice McIntosh, his wife, dated 
November 15, 1951 and of record in Deed Book 42; page 529,.  Powell 
County Clerk's office. 
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Excepted Property 

None. 
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Exhibit A 

Manager's Certificate 

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

On hehall' o f  Nonie of Borrower - (the " Borrower" ), 

I herehy ccrtify as follows: 

I I am the Manager of the Borrower and have h e n  duly authorized to deliver this ccrtificate in 
connection with the Additional Note or Notes to hc issued on or ahout 
Sipttrd pursuant to Section 2.01 of the M o r t g q e  dated . 

Dote Nore(s} urp  fCJ  he 

No Event of Dclhult has occurred and is continuing under thc Mortgage, or any event which with 
the giving ol'notice or lapse ol tirnc or hoth wtiuld heconic: an Evcnt of DcFwll has occurred and is 
con ti nu i n g , 

The Additional Notes dcscrihcd i n  paragraph 1 are tor the purposc ol' runding Property Additions 
buing constructctl. acquircd. procured or replaced that are or will hecorne part ot' the Borrower's 
Iltility System. 

The Properly Additions rcfcrred to i n  paragraph :1 arc Eligihlc Property Additions. i.e. Property 
Additions acquircd or whosc construction was cornpletcd n o t  niorc than 5 years prior tu the 
issuance o l  additional Noics and Property Additions acquired or whosc construction is started 
and/or cornpletcd n o i  inorc thiin 4 years atter issuance of the additional Notes. hut shall exclude 
any Property Additions linanccd by any other debt securcd under the Mortgage at thc time 
additional N o w  arc issued 

I have reviewed the ccrtilicatc or the Independent ccrtitietl puhlic uccountani also being dclivcrcd 
io each of thc Mortgagcch puisuant to Section 2.0 I in connection with the aforesaid Additional 
Note or  Notes and concur with the conclusions expressed therein. 

Capitalized terms that arc u d  in this certificaie hut are noi dctined herein havc [he meanings 
delined in the M o r t p g c .  

SAMPLE - N O T  FOR EXECUTION 
Si g ncd Date 

Narnc 

Titlc 

Name and Addrcss o f  Borrcrwcr 
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Form of Supplemental Mortgage 

Supplemental Mortgage and Security Agreement, dated as of , (hereinafter sometimes 
called this "Supplemcntal Mortgage") is made hy and among -- 
(hereinafter called the "Mortgagor"), a corporation existing under the laws of the State or 
UNITED STATES OF AMERICA acting hy and through the Administrator ol' the Rural Utilitics Service 
(hcreinaftcr called the "Government"), 

). a __ 
hcnefits on hoth the Government and - 
accordance with this Supplemental Mortgage and the Original Mortgage (hereinalter defined) (the Government and 
the Supplemental Lenders heing hcreinat'ter sometimcs collectively referred to as the "Mortgagccs"). 

, and the 

(Supplemental Lender) (hcrcinafter cnlled - 
existing under the laws of I -, and intended to confer rights and 

in -- and 

Recitals 

Whereas. the Mortgagor, the Govcrnment and -- are parties to that certain 
Restated Mortgage and Security Agreemcnt (the "Original Mortgage" as identified in Schedule "A" of this 
Supplemental Mortgage) originally entcrcd into between the Mortgagor, the Government acting hy and through the 
Administrator of the Rural Utilities Service (hercinafter called "RUS"), and ; and 

Whereas. the Original Mortgage as the same may havc been previously supplemented, amended o r  
rt:statcd is hercinalter referred to as the "Existing Mortgage"; and 

Whereas, the Mortgagor deems it  necessary io horrow money tor it5 corporate purposes and to 
iswc its promissory notes and other deht obligations therelor. and to mortgage and pledge it3 property hereinafter 
described (ir mentioned to secure the payment of the same, and 10 enter into this Supplemental Mortgage pursuant t o  
which all secured deht of the Mortgagor hereunder shall he secured on parity. and to add - 
Mortgagce and securcd party hcrcunder and undcr the Existing MorLgage (the Supplemental Mortgage and the 
Existing Mortgage, hereinattcr sometimes collectively rererred to the "Mortgage"); and 

as a 

Whereas. all 01' the Mortgagor's Outstanding Notes listed in Schedule "A" hereto is secured pari 
passu hy thc Existing Morrgage for the henefit or all of the tvlortgagecs under the Existing Mortgage: and 

Whereas. the Existing Mortgage provides the ternis hy which additicmal pori passu obligaticms may 
he issued thereunder and further provides that the Existing Mortgage may he supplemented rrom time to time to 
evidcnce that such ohligations are entitled to the security of the Existing Mortgage and to add additional Mortgagees; 
and 

Whereas, hy their execution and delivery o F  this Supplemental Mortgage the parties hcreto do 
hereby secure the Additional Notes listed i l l  Schedule "A" pari passu with the Outstanding Notes undcr the Existing 
Mortgage (and do herehy add - as a Mortgagee and a sucured party under the Existing Mortgage 1 ; and 

Whereas. all acts necessary to make this Supplemental Mortgage a valid and binding legal 
instrument Vor the security of such notes and relotcd obligations under the ternis of the Mortgage. havt: het:n in all 
respects duly authorized: 

Now. Theretore, This Supplemental Mortgage Witnesseth: Thai to secure the paymcnt of the 
principal ol'(and premium, if  any) and interest o n  all Notcs issued hereunder according to the1 tenor and effcct, and 
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the perfcirmlmce of all provisions thcrein and herein contained. and in consideration of the covenants herein 
contained and the purchase o r  guarantee of Notes by the guarantors or holders thereof. the Mortgagor has mortgaged. 
plcdgcd and panted a continuing security interest in .  and by thcsc presents does hereby grant, bargain, scll, alienate, 
remisc. release. convey, assign, transter, hypothecate. pledge. set over and confirm, pledge and grant a continuing 
sccurity interest in for the purposes hereinafter expressed. un to  the Mortgagecs all property, rights, privileges and 
franchises of the Mortgagor or every kind and description. real: pcrsonal or niixcd. tangihlc and intangible, o f  the 
kind or naturc spt:cifically mcntionud herein or any other kind or nature, except any Excepted Property set forth on 
Schcdulc "C" hcrcof owned or hercatter acquired hy the Mortgagor (by purchase. consolidation, mcrgcr, donation. 
construction. erection o r  i n  any othcr way) whcrcvcr locatcd. including (without limitation) a l l  and singular the 
lilllawing: 

A. all of those fee ;Ind lcaschold interests in  real property set forth in Schedule "B" hereto. subject in 
each casc to  those matters set forth in such Schedult:: and 

E. all of' those fee and leasehold interests in real property set torth in Schedule "B" of  the Existing 
Mortgage or in any restatement. amendment or supplement thcrcto, suh,iect in  each case to those 
inatters set lorth in such Schedule; and 

C. all nf thc kinds, types or items of property, now owned o r  hereafter acquired, described as  
Mortgngetl Property in the Existing Mortgage or i n  any restatement, aniendnicnt t o  supplement 
thereto as Mortgaged Property. 

I t  is Further Agreed and Covenanted That the Original Mor[gagc, as previously restated. amended 
or supplerncntcd. and this Supplement shall constitute cine agreement ant1 the parries hereto shall he hound by all ot' 
thc (crnis thereof and. without limiting the foregoing. 

I All capitalized ternis not defined herein shall have the meaning given in Article 1 o l  the Existing 
Mortgage. 

L. 7 This Supplemental Mortgage is one of the Supplemental Mortgages contemplated hy Article I1 of  
the Original Mortgage. 

3 .  The Maximum Dehl Limit for the Mortgage shall he as sei forth in Schcdulc "A" hereto. 

Ln Witness Whereof, -- as Mortgagor 

(ACKNOWLEDGMENTS1 

SAMPLE - NOT FOR EXECUTION 
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Supplemental Mortgage Schedule A 

l\llaxiniurn Debt Limit and Other lnformation 

The Maximum Debt Limii is $ 

The Original Mortgage as referred to in the first WHEREAS clausc above is more particularly 
described as I'ollows:. - - *  

Thc Outstanding Notes rctrred I O  in the fourth WHEREAS clause ahnve are more particularly 
descrihed BS f'ollows: 

The Atltfitionnl Nolcs descrihctl i n  the sixth WHEREAS clause ahovc are rnorc particularly 
described as follows: 

EKM-W-OX-OI7-KY. Exhihir B. pogc 3 
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Supplemental Mortgage Schedule B 

Property Schedule 

The fee and Izeschold interests in real properry refcrred tn in clause A of ihc Granting Clause arc 
described on thc attached pages designated through or this Schedulc B. 
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Operating Revenues: 

Purchased Power: 

Clark Energy Cooperative, Inc. 
Statement of Operations 

Twleve Months Ending December 31,2006 

Distribution Expense-Operation: 
Distribution Expense-Maintenance: 
Consumer Account Expenses: 
Customer Service and Information Expense: 
Sales Expenses: 
Administrative & General Expenses: 

Total Operation & Maintenance Expenses: 

Depreciation Expenses: 
Tax Expenses: 
Interest on Long Term Debt: 
Interest Expense-Other: 
Other Deductions: 

Total Cost of Electric Service: 

Partronage Capital & Operating Margins: 
Non Operating Margins-Interest: 
Income (Loss) From Equity Investments: 
Non Operating Margins-Other: 
Generation and Transmission Capital Credits: 
Other Capital Credits & Patronage Dividends: 

Partronage Capital or Margins: 

$37,503,727 

$25,030,997 

$1,622,192 
$1,886,560 
$1,105,817 

$1 18,117 
$39,168 

$1,266,735 

$31,069,586 

$2,804,464 
$37,256 

$2,571,703 
$1 10,847 
$44,994 

$36,638,850 

$864,877 
$37,200 

$147,743 
($28,462) 

$0 
$81,339 

$1,102,697 
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Clark Energy Cooperative, Inc. 
Balance Sheet 

As of December 31,2006 

ASSETS AND OTHER DEBITS 

Total Utility Plant in Service 
Construction Work in Progess 
Total Utility Plant 
Less Accumulated Deprecation & Amortization 

Net Utility Plant 

Investments in Subsidiary Companies 
Invest. In Assoc. 0rg.- Patronage Capital 
Invest. In Assoc. 0rg.- Other - Nongeneral Funds 
Special Funds 

Total Other Property & Investments: 

Cash - General Funds 
Cash - Construction Funds 
Special Deposits 
Temporary Investments 
Accounts Receivable - Sales of Energy 
Accounts Receivable - Other 
Materials and Supplies - Electric and Other: 
Prepay men ts: 
Other Current & Accrued Assets 

lotal Current and Accrued Assets: 

Other Deferred Debits 

Total Assets and Other Debits: 

LIABILITIES AND OTHER CREDITS 

Patronage Capital: 
Operating Margins - Current Year 
Non-Operating Margins 
Other Margins and Equities: 

Total Equities and Margins: 

Long-Term Debt - RUS: 
Long-Term Debt - FFB - RUS Guaranteed 
Long-Term Debt - CFC: 
Other Long-Term Debt: 

Total Long-Term Debt: 

Accumulated Operating Provisions: 
Total Non-Current Liabilities: 

Notes Payable: 
Accounts Payable: 
Consumers' Deposits: 
Other Current & Accrued Liabilities: 

Total Current and Accrued Liabilities: 

$89,721,667 
$31 5,621 

$90,037,288 
$13,949,976 
$76.087.3 12 

$1,044,212 
$7,796,119 

$881,279 
$338,640 

$10,060.250 

$2 16,042 
$0 

$30 
$0 

$1,808,512 
$453,038 
$483,565 
$132,843 

$9,157 
$3.103.1 87 

$24,545 

$89.275.294 

$29,711,802 
$946,216 
$156,481 
$470,325 

$31.284.824 

$18,860,036 
$28,5 1 6,97 1 
$4,849,953 

$0 
$52.226.960 

$898,875 
$898.875 

$1,700,000 
$340,817 
$771,932 

$1,790,869 
$4.603.618 
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National Rural Utiliiies 
Cooperative Finance Corporation 

2201 Cooperative Way 
Herndon, Virginia 20171 
703.709-6700 I w nrucfc coop 

A Touch,timr Gx,p’Cw,.emirre 69 

February 2, 2007 

David Duvall 
Controller 
Clark Energy Cooperative 
PO Box 748 
Winchester, ICY 40392 

Re: Loan Designation: ICY049-P-510.5 

Dear David: 

We are pleased to inforin you that National Rural Utilities Cooperative Finance 
Corporation (“CFC”) has approved an $8.5 inillion perpetual line of credit for your 
cooperative. 

The loan documents were sent to your cooperative under separate cover for execution. 

CFC’s loan coinrnitinent is dependent upon the execution of the CFC loan docuinents by 
your cooperative, as well as their receipt and acceptance by CFC. Once your loan 
documents are received at CFC, we will notify you promptly regarding the status of your 
loan. 

If you have any questions, please contact me at 1-800 424 29.54 x 6783. We, at CFC, 
appreciate the opportunity to do business with you and look forward to serving your 
financial needs in the future. 

Sincerely, 

Amy S. Luongo 
Associate Vice President 
CFC LETTER 
KYO49-P-5105 (LUONGOA) 
108286-1 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 

I, 0 .  H .  C a u d i l l  , do hereby certify that (i) I am the Secretary of Clark 
Energy Cooperative, Inc. (hereinafter called the "Cooperative"); (ii) the following are true and 
correct copies of resolutions duly adopted by the board of directors of the Cooperative at a 
meeting held on Februa ry  27, 2007 ; (iii) the meeting was duly and regularly called and 
held in accordance with the articles and bylaws of the Cooperative; (iv) the Cooperative is duly 
incorporated, validly existing and in good standing under the laws of the state of its 
incorporation and there is no pending or contemplated proceeding for the merger, consolidation, 
sale of assets or business or dissolution of the Cooperative; (v) forms of the CFC loan 
documents were submitted to the meeting and were authorized by the board of directors to be 
executed; (vi) none of the following resolutions has been rescinded or modified as of this date; 
and (vii) the persons authorized below have been duly elected or appointed to their respective 
positions and occupied such positions on the date of actual execution of the CFC loan 
documents: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing from 
National Rural Utilities Cooperative Finance Corporation ("CFC") in an amount which shall 
not at any one time exceed $8,500,000.00 (the "Line of Credit Amount"), for a term of 
twelve (12) months, which period shall automatically renew for successive twelve (12) 
month periods, subject to the provisions of the Revolving Line of Credit Agreement 
substantially in the form submitted to this meeting (the "Line of Credit Agreement"), and to 
pay such interest rate or rates as shall be prescribed in the Line of Credit Agreement; and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 
deliver to CFC the Line of Credit Agreement: 

RESOLVED, that each of the following individuals is hereby authorized in the name and 
on behalf of the Cooperative to execute and to deliver all such other documents and 
instruments as may be necessary or appropriate, to make all payments, to execute any 
future amendments to said Line of Credit Agreement as such individual may deem 
appropriate within the Line of Credit Amount so authorized and to do all such other acts 
as in the opinion of such authorized individual acting may be necessary or appropriate in 
order to carry out the purposes and intent of the foregoing resolutions: 

Office or Title Name (tvped or printed1 

President/ CEO 

CFC INCUMB 
KY049-P-5105 (MCGHEEM) 
108265-1 
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IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the 
Cooperative this 

Secretary 

(SEAL) 

CFC INCUMB 
KY049-P-5 105 (MCGHEEM) 
108265-1 





LOAN TYPE: 

LOAN PURPOSE: 

LOAN AMOIJNT: 

LOAN SECURITY: 

LOAN TERM: 

AMORTIZATION: 

INTEREST RATES: 

EQUITY PURCHASE: 

FEES: 

PATRONAGE 
CAPITAL: 

SUPPORTING DATA 
(application materials): 

CONDITIONS 
PRECEDENT TO 
CLOSING: 

CFC TERM SHEET FOR 
CLARK ENERGY COOPERATIVE, INC 

(“CLARK ENERGY”) 
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Perpetual Line of Credit. 

General corporate/working capital. 

$8.5 million 

IJnsecured. 

Perpetual. Annually Renewing. 

Interest only with an anniial pay down provision. Interest is billed 
montlily. Borrower is required to meet a five-day rest provision once 
during each twelve-month period that the agreement is in effect (described 
in section 3.03 of the Revolving Line of Credit Agreement). 

Standard CFC line of credit rate. CFC typically sets line of credit rate at 
the beginning of each month. 

N/A for lines of credit. 

There are no fees associated with the line of credit. 

The cooperative shall receive patronage capital in accordance with CFC’s 
policies in effect at the time of retirement. Currently, CFC retires 70 
percent of a current year’s allocation within 90 days after the close of its 
fiscal year. The remaining 30 percent is retired 15 years thereafter. If a 
loan is used to purchase LCTCs, that loan is not eligible to earn patronage 
capital. 

Audited Financial Statements for the three proceeding years, if not 
already submitted. 
Interim financial statement, for the most recent year-to-date period, if 
not already submitted. 
Any other information that CFC may require at the time of loan 
application, as required for due diligence. 

Incli.iding, but not limited to: 

Receipt and review of application materials and final loan approval by 
CFC. 
Completion of mutually agreeable loan doclmentation to include 
terms, covenants, representations, warranties, defaults and remedies, 
and other supporting documentation typical for this type of financing. 
Receipt of applicable commission approval. 

0 

NOTA COMMITMENT TO LEND - FOR DISCUSSION PURPOSES ONLY 

CFC TERM 
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REVOLVING LINE OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
--______-I-__------- I between CLARK ENERGY COOPERATIVE, INC. ("Borrower"), 
a corporation organized and existing under the laws of the State of Kentucky, and NATIONAL. 
RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ("CFCI'), a cooperative 
association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

D EFl NITIONS 

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment" shall have the meaning as defined in Schedule 1 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus three hundred basis points. 

"Effective Date" shall mean the date designated as such by CFC on the signature page 
hereof. 

"Event of Default" shall have the meaning as described in Article VI hereof. 

"GAAP" shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

CFC LOCAGMT 
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“Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

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

“Line of Credit” shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date“ shall mean the date set forth in Schedule 1 hereto. 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Payment Date“ shall mean the last day of March, June, September and December. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

ARTICLE I 1  

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. ‘The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

E. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the 
CFC LOCAGMT 
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Borrower, which has not been obtained is required as a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or by-laws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice andlor lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set aside. 

E. Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower, The Borrower is not, to the Borrower’s 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower as at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
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condition of the Borrower as at said date and said statement of operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except as specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for in such documents, including without limitation (and if applicable), that 
of any state public utilities commission, any state public service commission, and the Federal 
Energy Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which 
Borrower has obtained prior to the date hereof. 

1. Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower's knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the Borrower in connection herewith (all such documents, certificates and financial 
statements, taken as a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 
time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest as follows: 

A. Interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable on each Payment Date. CFC shall send a 
payment notice to the Borrower at least five days prior to the due date of any interest payment, 
provided, however, that CFC's failure to send a payment notice shall not constitute a waiver by 
CFC or be deemed to relieve the Borrower of its obligation to make payments as and when due 
as provided for herein. All amounts shall be payable at CFC's main office at 2201 Cooperative 
Way, Herndon, Virginia 20171-3025 or at such other location as designated by CFC from time to 
time. The interest rate on all Advances will be equal to the CFC Line of Credit Rate in effect from 
time to time, which shall not exceed the Prevailing Bank Prime Rate (as defined herein), plus one 
percent per annum. Interest will be computed on the basis of a 365 day year for the actual 
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number of days that any Advance is outstanding. The effective date of an interest rate adjustment 
will be determined from time to time by CFC, provided that no such adjustment may be effective 
on a date other than the first or sixteenth day of any month, and any such adjustment shall remain 
in effect until any subsequent change in the interest rate occurs. 

The "Prevailing Bank Prime Rate" is that bank prime rate published in the "Money Rates" column 
of the eastern edition of 'The Wall Street Journal on the publication day immediately preceding the 
day on which an adjustment in the interest rate hereof shall become effective. If The Wall Street 
Jocimal shall cease publishing the Prevailing Bank Prime Rate, the Prevailing Bank Prime Rate 
shall be determined by CFC by reference to another publication reporting bank prime rates in a 
similar manner. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 Paydown Requirement. For each 12-month period while this Agreement is 
in effect, Borrower shall, for a period of at least five consecutive business days, pay down the 
entire outstanding principal balance on this line of credit ("Paydown"). Borrower shall make the 
initial Paydown within 360 days of the first Advance hereunder, and shall make each subsequent 
Paydown within 360 days of the date of the first Advance following each Paydown. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
firrther Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and patrons for their use as 
ultimate consumers and is organized as a cooperative, nonprofit corporation, public utility 
district, municipality, or other public governmental body. 

Section 3.06 Termination and Cancellation of Existing Agreement. Borrower agrees 
that its existing line of credit No. KY049-R-5104 with CFC and any agreement(s) relating thereto 
shall be terminated and any outstanding principal, interest and other amounts outstanding 
thereunder shall be transferred to the line of credit established pursuant to this Agreement and 
deemed an Advance hereunder. 
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Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable Payment Date, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the Payment Date and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contemplated shall be satisfactory to counsel for CFC. 

6. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as CFC shall reasonably require, and 
(iv) all other such documents as CFC may reasonably request. 

D. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

E. Representations and Warranties. The representations and warranties 
contained in Article II shall be true on the date of the making of each Advance hereunder with 
the same effect as though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower's ability to perform its obligations hereunder. 

H. Requisitions. Borrower will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 12:OO noon local time 
at CFC's offices in Herndon, Virginia on the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information as it may reasonably 
require prior to funding the Advance request. 

I .  Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule 1 hereto. 

ARTICLE V 

COVENANTS 

CFC LOCAGMT 
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Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds.  The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule 1 hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i) any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries; 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(iii) the occurrence of an Event of Default hereunder, or any event that, with 
the giving of notice or lapse of time, or both, would constitute an Event of 
D efau I t . 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of Inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (1 20) days of the end of each of the Borrower’s fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and aocompanied by a 
report of such audit in form and substance satisfactory to CFC, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each Subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 

F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves as determined in good faith 
by Borrower have been established and are being maintained. 
CFC COCAGMT 
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G.  Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTSOFDEFAULT 

Section 6.01 The following shall be "Events of Default" under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement furnished to CFC hereunder or under any of the other Loan Documents shall prove to 
be false or misleading in any material respect. 

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the Line of Credit within five (5) Business Days after the due date thereof. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01 .B, 5.01 .C, 5.01.D, or 5.01 .F, 
of this Agreement. 

No Grace Period. 

( i i )  Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrower by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
Otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii) 
be in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage or other agreement relating 
thereto which breach or default continues uncured beyond the expiration of any applicable 
grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to came that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 
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G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law as now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts as they become due, or shall take any action 
to authorize any of the foregoing. 

1. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of the Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $100,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

ARTICLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

( i )  Cease making Advances hereunder; 
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Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

Exercise rights of setoff or recoupment and apply any and all amounts held, or 
hereby held, by CFC or owed to the Borrower or for the credit or account of the 
Borrower against any and all of the Obligations of the Borrower now or hereafter 
existing hereunder or under the Line of Credit, including, but not limited to, 
patronage capital allocations and retirements, money due to Borrower from 
equity certificates purchased from CFC, and any membership or other fees that 
would otherwise be returned to Borrower. The rights of CFC under this section 
are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. The Borrower waives all rights of setoff, 
deduction, recoupment or counterclaim; 

Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

Pursue any other rights and remedies available to CFC at law or in equity. 

Nothing herein shall limit the right of CFC to pursue all rights and remedies available to a 
creditor following the occurrence of an Event of Default. Each right, power and remedy of CFC 
shall be cumulative and concurrent, and recourse to one or more rights or remedies shall not 
constitute a waiver of any other right, power or remedy. 

ARTICLE Vlll 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (i) when personally 
delivered including, without limitation, by overnight mail or courier service, (ii) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (iii) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
(i) or (ii) above in each case given or addressed as provided for herein. The Address for Notices 
of each of the respective parties is as follows: 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 
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The Borrower: 

The address set forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in-this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the Default Rate. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as CFC may designate to the 
Borrower, within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the L.oan Documents, any late payment 
charge as may be fixed by CFC from time to time pursuant to its policies of general application 
as in effect from time to time. 

Section8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 

.included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments as may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith. 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 
Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts due hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recorded or maintained) as to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
CFC LOCAGMT 
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preclude any other or further exercise thereof or the exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective kinless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(8) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OlJT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
“INDEMNITEE”) FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLIJDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS’ FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS lJNDER THIS AGREEMENT AND 
THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SlJRVlVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
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agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Docurnents, the terms and provisions of this Agreement shall control. 

Section 8.1 I Survival; Successo r s  and Assigns.  All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full, All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.1 3 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenfarceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule  I .  Schedule 1 attached hereto is an integral part of this 
Agreement. 
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I 

(SEAL) 

llTNESS WHEREOF, the parties hereto 
executed as of the day and year first above written. 

ave caused this Agreement to be duly 

CLARK ENERGY COOPERATIVE, INC. 

BY: ~ --.----_ 

Title: 

Attest: - 
Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) 
BY: - - 

Assistant Secretary-Treasurer 

Attest: -.I__ 

Assistant Secretary-Treasurer 

Effective Date: - (to be filled in by CFC) 

Loan Number: KY049-P-5105 
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SCHEDULE I 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

The purpose of this Line of Credit is to provide funds for t h e  Borrower’s general 
corporate use, consistent with the Borrower‘s articles of incorporation, bylaws and 
applicable federal, state and local laws and regulations. 

The aggregate CFC Commitment shall mean $8,500,000.00. 

Maturity Date shall mean the date twelve (12) months from t h e  Effective Date. This 
Agreement shall thereafter automatically renew for Subsequent periods of twelve (1 2) 
months each. Either party may terminate this Agreement at the end  of any period by 
providing written notice to the other party at least ninety (90) days prior to the expiration of 
such period. 

The date of t h e  Borrower’s balance sheet referred to in Section 2.01 .G. is April 30, 2006. 

The Governmental Authority referred to in Section 2.01 .H. is: Kentucky Public Service 
Commission. 

The special conditions referred to in Section 4.01 . I .  are as follows: None 

The special covenants referred to in Section 5.01 “1 .  are as follows: None 

The address for notices to the Borrower referred to in Section 8.01 is PO Box 748, 
Winchester, Kentucky 40392-0748, Attention: PresidenVCEO, Fax: (859) 744-421 8. 
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