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s SECURITY AGREEMENT
(_f:i made by and among

SHELBY ENERGY COOPERATIVE, INC.
620 Old Finchville Road
Shelbyville, Kentucky 40065,

; - Mortgagor, and J

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

T

Mortgagee, and
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
2201 Cooperative Way
Herndon, Virginia 20171-3023,
Mortgagee

Dated as of November 1, 2003

THE DEBTOR AS MORTGAGOR IS A TRANSMITTINCG UTILITY,

‘THIS INSTRUMENT CONTAINS PROVISIONS THAT COVER REAL AND PERSONAL PROFERTY, FIXTURES, AFTER-ACQUIRED
PROPERTY, PROCERDS, FUTURE ADVANCES AND FUTURE ORLIGATIONS.

NOTICE - THIS MORTGAGE SECURES CREDIT IN THE AMOUNT OF UP TO $100,000,000.00.

INDEBTEDNESS SECURED HEREUNDER, INCLUDING FUTURE INDEBTEDMESS, TOOETHER WITH INTEREST, ARE SENIOR TO
INDEBTEDNESS TO OTHER CREDITORS UNDER MORTGAGES AND LIENS FILED OR RECORDED SUBSEQUENT HERETQ,

'I'H%ST%SJJ\UMHNT WAS PREPARED BY TERENCE M, BRADY, ASSISTANT GENERAL COUNSEL, AS ATTORNEY FOR UNITED
ST

THIS INSTRUMENT GRANTS A SECURITY INTEREST IN A TRANSMITTING UTILITY. J

DEPARTMENT OF AGRICULTURE, RURAL UTTLITIES SERVICE. WASHINGTON, D.C. 20250-1500,

O Wt

MORTGAGOR'S ORGANIZATIONAL DEN%T]ON NUMBER I§ (048230,
Ne. _2_._____..

‘ Cenemgted: October 4, 2005 restmort.vil 12/3/98 v5.74 wf UCC-1 revisions
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RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of Novémber 1, 2005 (hereinafter
sometimes called this "Morigage"), is made by and among SHELBY ENERGY COOPERATIVE, INC. (hereinafter
called the "Mortgagor”), a corporation existing under the laws of the Commonwealth of Kentucky, and the UNITED
STATES OF AMERICA acting by and through the Administrator of the Rutal Utilities Service (hereinafier called
the ' Government”) and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
(hereinafter called "CFC"}, a corporation existing under the laws of the District of Columbia, and is intended to
confer rights and benefits on both the Government and CFC, as well as any and a1l other lenders pursuan! to Article
11 of this Mortgage that enter into a supplemental mortgage in accordance with Section 2,04 of Article II hereof {the
Government and CFC and any such other lenders being herein sometimes collectively roferred to as the
"Mortgagees"),

RECITALS

WHEREAS, the Morigagor, the Government and CFC are partics fo that certain Resvated Mortgage and
Security Agreement dated as of April 1, 1993, as supplemented, amended or restated (the "Original Mortgage”
identified in Schedule "A" of this Morigage) originally entered into among the Mortgagor, the Government acting by
and through the Administrator of the Rural Electrification Administration, the predecessor of RUS, and CFC;

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

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

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

WHEREAS, all acts necessary 1o make this Mongage a valid and binding legal instrument for the security
of such notes and obligations, subject 1o the terms of this Morigage, have been in ali respects duly authorized;

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

GRANTING CLAUSE FIRST

A.  all of those fee and lensehold interests in real propesty set forth in Schedule "B" hereto, subject in each case to
those matters set forth in such Schedule;

B, all of the Mortgagos's inlerest in fixtures, casements, permits, licenses and rights-of-way comprising real
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property, and all other interests in real property, comprising any portion of the Utility System (as herein
defined) Tocated in the Counties listed in Schedule "B” hereto;

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

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

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

(ifi) for the sale of electric power and energy by the Mortgagor and having an original term in excess of
3 years, and
(iv) for the transmission of electric power and energy by or on behalf of the Mortgagor and having an

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

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

ALSO ALL OTHER PROPERTY, renl estate, lands, easements, servitudes, licenses, permis, allowances,
consants, franchises, privileges, rights of way and other rights in or relating to real estate or the pecupancy of the
same; all power sites, storage rights, water rights, water locations, water appropriations, ditches, flumes, reservoirs,
reservoir sites, canals, raceways, watorways, dams, dam sites, agueducts, and all other rights or means for
appropriating, conveying, storing and supplying watec; all rights of way and roads; all plants for the generation of
electric and other forms of energy (whether now known or hereafter developed) by steam, water, sunlight, chemical
processes and/or (without limitation) a1l other sources of power (whether now known or herealler developed); all
power houses, pas plants, street lighting systems, standands and other equipment incidental thereto; all telephone,
radio, television and other communications, image and data transmission systems, air conditioning systems and
cquipment incidental thereto, water wheels, waterworks, water systems, steam and hot watzr plants, substations,
lines, service and supply systems, bridges, culverts, tracks, ice or refrigeration planis and equipment, offices,
buildings and other structures and the equipment thereto, all machinery, engines, boilers, dynamos, turbines, electric,
gas and other machines, prime movers, regulators, meters, transformers, generators (incfuding, but not limited to,
eagine-driven generators and turbo generator units), motors, electrical, gas and mechanical appliances, conduits,
cables, water, steam, gas or other pipes, gas mains and pipes, scrvice pipes, fittings, valves and connections, pole and
transmission lines, towers, overhead conductors and devices, underground conduits, underground conductors and
devices, wires, cables, tools, implements, apparatus, storage battery equipment, and all other equipment, fixtures and
personalty; all municipal and other franchises, consents, certificates or permits; all emissions allowances; all lines for
the transmission and distribotion of electric current and other forms of energy, gas, steam, water or communications,
images and data for any purpose including towets, poles, wires, cables, pipes, conduits, ducts and all apparatus for
use in connection therewith, and (except as hereinbefore or hereinafter expressly excepted) all the right, title and
interest of the Mortgagor in and to ail other property of any kind or nature appertaining to and/er nsed and/or
occupied and/or employed in connection with any property hereinbefore described, but in all circumstances
excluding Excepted Property;

GRANTING CLAUSE SECOND
With the exception of Excepled Property, all right, title and interest of the Mortgagor in, to and under al}
personal property and fixtures of every kind and nature including without limitation afl goods {including inveniory,
equipment and any accessions therelo), instruments {(including promissory notes), documents, accounts, chattel
paper, electronic chaltel paper, deposit accounts (including, but not limited to, money held in a tust account
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pursuant hereto or to 2 loan agreement), letter-of-credit rights, investment property (including certificated and
uncertificated securities, security enfitlements and securities accounts), software, general intangibles (including, but
not limited to, payment intangibles), supporting obligations, any cther contract rights or rights 1o the payment of
money, insurance claims, and proceeds (as such terms are presently or hereinafter defined in the applicable UCC;
provided, however that the term "instrument” shall be such term as defined in Article  of the applicable UCC rather
than Article 3);

GRANTING CLAUSE THIRD

With the exception of Bxcepted Property, all righ, title and interest of the Mortgagor in, 10 and under any
and all agreements, Jenses or contracts heretofore or hereafler executed by and between the Morigagor and any
‘ person, firm or corporation relating to the Mortgaged Property (including contracts for the lease, occupancy or sale
of the Montgaged Property, or any portion thereof);

GRANTING CLAUSE FOURTH

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

GRANTING CLAUSE FIFTH

All other property, real, personal or mixed, of whatever kind and description and wheresoever situated,
including without limitation goods, accounts, money held in a trust sccount pursuant herete or 16 4 loan agreement,
and general intangibles now owned or which may be hereafier acquired by the Mortgagor, but excluding Exeepted
Property, now owned or which may be hereafter acquired by the Morigagor, it being the intention herecf that all
property, rights, privileges, allowances and franchises now owned by the Morlgagor or acquired by the Morigagor
after the date hereof (other than Excepted Property) shall be ns fully embraced within and subjected to the lien hereof
as if such property wers specifically described herein;

GRANTING CLAUSE SIXTH

subjected 1o the lien hereof by the Mortgagor or by anyong in its behalf; and any Mortgagee is hereby anthorized to
receive the same al any (ime as additional security hereunder for the benefit of all the Mortgagees. Such subjection
to the lien hereof of any Excepted Propenty as additional security may be made subject to any reservations,
limitations or conditions which shall be set forth in a writlen instrument executed by the Mortgagor or the person so
acting in its behalf or by such Mortgagee respecting the use and disposition of such properly or the progeeds thereof;

[ Also any Excepled Property that may, from time to time hereafier, by delivery or by writing of any kind, be

GRANTING CLAUSE SEVENTH

Together wilh {subject to the rights of the Mortgagor set forth in Section 5.01) all and singular the
tencments, hereditaments and appurtenances belonging or in anywise appertaining to the aforesaid property or any
part thereof, with the reversion and reversions, remainder and remainders and all the tolis, earnings, rents, issues,
profits, revenugs and othet incomsa, products and proceeds of the property subjected or required 1o be subjected to
the lien of this Mortgage, and all other property of any nature appertaining to any of the plants, systems, business or
operations of the Morigagor, whether or not affixed to the realty, used in the operation of any of the premises or
plants or the Utility System, or otherwise, which are now owned or acquired by the Mortgagor, and all the estate,
right, title and interest of every nature whatsoever, at law as well as in equity, of the Morigagor in and to the same
and every part thercof {other than Bxcepicd Property with respect to any of the foregoing).
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EXCEPTED PROPERTY

There is, however, expressly excepted and excluded from the lien and operation of this Mottgage the following
described property of the Mortgagor, now owned or heteafter acquired (herein sommetimes referred 1o as "Excepted
Property"):

A.  all shares of stock, securilies or other interests of the Mortgagor in the National Rural Utilities Cooperative
Finance Corporation and CoBank, ACB and its predecessors in interest other than any stock, securities or other
interests that are specifically described in Subclause D of Granting Clause First a3 being subjected to the lien
hereof; .

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

C. all vessels, boats, ships, barges and other marine equipment, &ll airplanes, airplane engines and other flight
equipment, and all tools, accessories and supplies nsed in connection with any of the foregoing;

D, all office furniture, eguipment and sopplies that is not data processing, accounting or other computer equipment
or softwate;

E.  all leasehold interests for office purposes;

F.  all lensehold interests of the Mortgagor under leases for an original term (including any period for which the
Mortgagor shall have a right of renewal) of less than five (3) years;

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

H.  the last day of the term of each leaschold estate (ora} or written) and any agreement therefor, now or hereafier
enjoyed by the Mortgagor and whether falling within a general ot specific description of property herein:
PROVIDED, HOWEVER, that the Morigagor covenants and agrees thai it will hold each such last day in trust
for the use and benefit of all of the Mortgagees and Noteholders and that it will dispose of each such last day
from time to time in accordance with such writien order as the Mortgages in ils discretion may give;

I all permits, licenses, franchises, contracis, agreements, contract rights and other rights naot specifically subjected
or required to be subjected to the lien hereof by the express provisions of this Morigage, whether now owned or
hereafter acquived by the Mortgagor, which by their terms or by reason of applicable law would become void of
voidable if mortgaged or pledged hereunder by the Mortgagot, or which cannot be granted, conveyed,
morigaged, transferred or assigned by this Morigage withoul the consent of other parties whose consent has
been withheld, or withoul subjecting any Morigagee to a liability not otherwise contemplated by the provisions
of this Mortgage, or which otherwise may not be, hereby lawfully and effectively granted, conveyed,
mortgaged, ransferred and assigned by the Mortgagor; and

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

PROVIDED, HOWEVER, that (i) if, upon the occurrence of an Event of Defavit, any Morigagee, or any
receiver appointed pursuant to staislory provision or order of court, shall have entered into possession of alt or
substantially all of the Morigaped Property, all the Excepted Property described or referred to in the foregoing
Subdivisions A through H, inclusive, then owned or thereafier acquired by the Mortgapor shall immediately, and, in
the case of any Bxcepted Property described or referred to in Subdivisions I through J, inclusive, upon demand of
any Mortgagee or such receiver, hecome subject to the lien hereof to the extent permitted by law, and any Mortgagee
ot such recelver may, 10 the extent permitted by law, at the same time likewise take possession thereof, and (ii)
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whenever all Events of Default shall have been cured and the possession of all or substantially all of the Morigaged
Property shall have been restored to the Mortgagor, such Excepted Property shall again be excepted and excluded
from the lien hereof to the extent and otherwise as bereinabove set forth,

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

HABENDUM

TO HAVE AND TO HOLD all said property, rights, priviloges and franchises of every kind and description,
[ real, personal or mixed, hereby and hereafier (by supplemental mortgage or otherwise) granted, bargained, sold,

liened, remised, released, conveyed, assigned, transferred, mortgaged, encumbered, hypothecated, pledged, set
over, confirmed, or subjected to a continuing security interest and lien as aforesaid, together with all the
appurtenances thereto appertaining (said properties, rights, privileges and franchises, including any cash and
securities hereafter deposited with any Mortgagee (other than any such cash, if any, which is specificalty stated
herein not o be deemed part of the Mortgaged Property), being herein colieetively called the "Mortgaged Property")
unte the Mortgagees and the Tespective assigns of the Mortgagees forever, to secure equally and ratably the payment
of the principal of (and premium, if any) and interest on the Notes, aceording to their terms, without preference,
priority or distinction as to interest or principal (except as otherwise specifically provided herein) or as to lien or
otherwise of any Note over any other Note by reason of the priority in time of the execution, delivery or maturity
thereof or of the assignment or negotiation thereof, or otherwise, and to secure the due performance of all of the
covenants, agreements and provisions heretn and in the Loan Agreements contained, and for the uses and purposes
and upon the terms, conditions, provisos and agreements hereinafter expressed and declared,

SUBJECT, HOWEVER, to Permitied Encumbrances (as defined in Section 1.01).
ARTICLE 1
DEFINTTIONS & OTHER PROVISIONS OF GENERAL APPLICATION
Section 1.01.  Definitions,
In addition to the terms defined elsewhere in this Mortgage, the terms defined in this Article T shall

have the meanings specified herein and under the UCC, unless the context clearly requires
otherwise. The terms defined herein include the plura! as well as the singular and the singular as

well as the phiral,

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

Additional Notes shall mean any Government Notes issued by the Mortgagor to the Government
or guaranieed or insured as to payment by the Government and any Notes issued by the Mortgagor
to any other lender, in either case pursuant to Article II of this Mortgage, including any refunding,
renewal, or substitute Notes or Government Notes which may from time to lime be execuied and
delivered by the Mortgagor pursuant te the terms of Article IL

Board shall mean either the Board of Directors or the Board of Trustzes, as the case may be, of
the Mortgagor.
Buginess Dav shall mean any day that the Government is open for business,
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Debt Service Cove jo (" ") shall mean the ratic determined as follows: for each
calendar year add

() Patronage Capital or Margins of the Mortgagor,

(i) Interest Expense on Total Long Term Debt of the Mortgagor (as computed in
accordance with the principles set forth in the definttion of TIER}) and

(iid) Depreciation and Amortization Expense of the Mortgagor, and divide the total so
obtained by an amount equal to the sum of all paymenta of principal and interest
required to be made on account of Total Long-Term Debt during such calendar year
ingreasing said sum by any addition to interest expense on account of Restricted Rentals
s computed with respect 1o the Times Interest Barned Ratlo herein,

Depreciation and Amortizgtion Expense shall mean an amount constimting the depreciation and
amortization of the Mortgagor as computed pursnant o Accounting Requirements,

Mortgagor's interests in all glectric production, transmission, distribution, conservation, load
management, general plant and other related facilities, equipment or property and in any mine,
well, pipetine, plant, stracture or other facility for the development, production, manufacture,
storage, fabrication or processing of fossil, nuclear or other foel of any kind or in any facility or
rights with respect fo the supply of water, in each case for use, in whole or jn major part, in any of
the Mortgagor's generating plants, now existing or hereafler acquired by lease, contract, purchase
or otherwise ot constructed by the Mortgagor, including any interest or participation of the
Mortgagor in any such facilities or any rights to the outpol or capacity thereof, togother with all
additions, betterments, extensions and improvements to such Electric System or any part thereof
hereafter made and together with all lands, easements and rights-of-way of the Mortgagor and all
other works, property or structuees of the Mortgagor and contract rights and other tangible and
intangible assets of the Morigagor used or useful in connection with or related to such Electric
System, including without limitation a contract right or other contractual arrangement refesred to in
Cranting Clause First, Subclause C, but excluding any Excepted Property.

Electric System shall mean, and shali be broadly consirued to encompass and include, ali of the -]

Environmental Eaw and Environmentsl Laws shall mean all federal, state, and local laws,
regulations, and requirements related to protection of human health or the environment, including
but not limited to the Comprehensive Environmensal Response, Compensation and Liability Act of
1980 (42 1.8.C. 9601 et seq,), the Resource Conservation and Recovery Act (42 U.8,C. 6901 at
seq.), the Clean Water Act (33 U.5.C. 123] et seq.) and the Clean Air Act (42 U.8.C, 740! et
seq.), and any amendments and implementing regulations of such acts,

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

Event of Default shall have the meaning specified in Section 4,01 hereof. j
Excepted Property shatl have the meaning stated in the Granting Clauses,

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

Government Notes shall mean ilte Original Notes, and any Additional Notes, issued by the
Mortgagor to the Government, or gnaranteed or insured as to payment by the Government,
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Independent shall mean when used with respect to any specified person or entity means such a
person or entity who (1) iz in fact indepandent, (2) does not have any direct financial interest or
any malerial indirect financial intercst in the Mortgagor or in any affiliate of the Mortgagor and (3)
is not connected with the Mortgagor as an officer, employee, promoter, underwriter, trustee,
partner, director or person performing similar functions,

Intgyest Expense shall mean an amount constituting the interes! expense of the Mortgagor as
computed pursuant o Accounting Requiremnents.

Lien shall mean any statuiory or common law or nen-consensual mortgage, pledge, security
interest, encumbrance, lien, right of set off, claim or charge of any kind, including, withoul

[ limitation, any conditional sale or other title retention transaction, any lease transaction in the
natwre thereof and any secured transaction under the UCC.

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

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

-Te; shall mean a lease having an unexpired term (taking into account terms of
renewal at the option of the lessor, whether or niot such lease has previously been renewed) of more
than 12 months.

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

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

Mortgage shall mean this Restated Mortgage and Security Agreement, including any amendments
or supplemenis thereto from time to time,

Morigaged Property shall have the meaning specified as stated in the Habendum to the Granting

Clauses,

[ Mortrages or Mortgagees shall mean the parties identified in the first paragraph of this
instroment as the Mortgagees, as well ag any and all other enlities that become a Mortgagee
pursuant to Article IT of this Mortgage by entering into a supplemental mortgage in accordance
with Section 2.04 of Article If hereof, The term also includes in all cases the successors and
assigns of any Mortgagee.

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

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

Noteholder or Noteholders shall mean one or more of the holders of Notes secured by this
Mortgage; PROVIDED, however, that in the case of any Notes that have been guaranteed or
insured as to payiment by the Government, as to such Notes, Noteholder or Noteholders shail mean
the Government, exclusively, regardless of whelher such Notes are in the possession of the
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Government,
Originat Mortgage means the instrument(s) identified as such in Schedule " A™ hereof,

Original Notes shall mean the Notes listed on Schedule A" hereto as such, such Notes being
instruments evidencing cutstanding indebtedness of the Mortgagor (i) to the Government
{(including indebtedness which has been issucd by the Monigagor to a third party and guaranteed or
insured as to payment by the Government) and (i) to each other Mortgagee on the date of this
Mortgage.

Quistanding Notes shatl mean as of the date of determination, (i) all Notes thereiofore issued,
executed and delivered to any Morigagee and (ii) any Notes guaranteed or insured as to payment
by the Government, gxcept (a) Notes reforred to in clause (i) or (ii) for which the principal and
interest have been fully paid and which have been canceled by the Notehelder, and (b) Notes the
payment for which has been provided for pursuant to Section 5.03.

Permitted Encumbrances shall mean:

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

Permiited Debt shall have the meaning specified in Section 3.08. J

is held by the Monigagor;
2) liens for taxes, assessments and other povernmental charges which are not delinquent;
[€)] liens for taxes, assessments and other governmental charges already delinquent which are currently

being contested in good faith by appropriate proceedings; PROVIDED the Mortgegor shall have
set aside on its books adequate reserves with respect thereto;

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

6] Liens in respect of judgments or awards with respect to which the Morigagor shall in good faith
currently be prosecuting an appeal ot proceedings for review and with respect o which the
Mortgagor shall have secured a stay of execution pending such appeal or proceedings for review:
PROVIDED the Mortgagor shall have set aside on its books adequate resorves with respect

thereto; ‘]
(6) easements and similar rights granted by the Mortgagor over or in respect of any Mortgaged

Property, PROVIDED that in the opinion of the Board or a duly authorized officer of the

Mortgagor such grant will not impair the usefulness of such property in the condvct of the

Mortgagor's business and will not be prejudicial to the interests of the Mortgagees, and similar

rights geanted by any predecessor in title of the Mortgagor;

N casements, leases, reservations or other rights of others in any property of the Morigagor for
slreefs, roads, bridges, pipes, pipe lines, railroads, electric ransmission and distribution lines,
telegraph and telephone lines, the removal of oil, gas, coal or other minerals and other similar

ERM-(9-32-000-KY Pngo 8

Printed on: 3/5/2018 11:58 AM Printed By: Deputy



8

]

(10)

{1

{12

{13

(14)

{13)

(16)

an

ERM-09-32-000-KY

CARROLL COUNTY
M171 Pc677

purposes, flood rights, river conlrol and development rights, sewage and drainage rights,
restrictions againsi pollution and zoning laws and minor defects and irregularities in the record
evidence of title, PROVIDED that such eascments, leases, reservations, rights, restrictions, laws,
defects and irregularities do not materially affect the marketability of title ta such property and do
nol in the aggregate materially impair the use of the Morlgaged Property taken as a whole for the
purposes for which it is held by the Morigagor;

liens upon lands over which easements or rights of way are acquired by the Mortgagor for any of
the purposes specified in Clause (7) of this definition, secoring indebtedness nejther created,
assumed nor guaranteed by the Mortgagor nor on account of which it customarily pays imerest,
which liens do not materialty impair the use of such easements or rights of way for the purposes for
which they are held by the Mortgagor;

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

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

any lien or privilege vested in any lessor, licensor or permittor for rent o become due or for other
obligations or acts to be performed, the payment of which rent or performance of which other
obligations or acts is required under leases, subleases, licenses or permits, so long as the payment
of such rent or the performance of such other obligations or acts is nol delinquent;

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

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

any irregularities in or deficiencies of tifle to any rights-of-way for pipe lines, 1elephone lines,
telegraph lines, power lines or appurtenances thereto, or other improvements thereon, and to any
real estate used or 1o be used primarily for right-of-way purposes, PROVIDED that in the opinion
of counsel for the Mortgagor, the Morigagor shall have obtained from the apparent owner of the
lands or esiates therein covered by any such right-of-way a sufficient right, by the wrms of the
instrument granting such right-of-way, to the use thereof for the construction, operation or
maintenance of tho lings, appurtenances ot improvements for which the same are used or are to be
used, or PROVIDED that in the opinion of counsel fur the Mortgagor, the Morlgagor has power

" under eminent domain, or similar statues, to remove such irreguiarities or deficiencies;

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

any obligations or duties, affecting the property of the Mortgagor, to any municipality or
governmental or ofther public authority with respect 10 any franchise, grant, license or permit;

any right which any municipal or governmental authority may have by virntue of any franchise,
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license, contract or statute to purchase, or designate o purchaser of or order the sale of, any-
property of the Mortgagor upoen payment of cash or reasonable compensation therefor or to
terminate any franchise, lcense or other rights or 1o regulate the property and business of the
Mortgagor; FROVIDED, HOWEVER, that nothing in (his clause 17 is intended to waive any
claim or rights that the Government may otherwise have under Federal laws;

as Lo properties of other operating electric companies acquired after the date of this Morigage by
the Mortgagor as permitted by Section 3,10 hereof, reservations and other matiers as o which such
properties may be subject as more fully set forth in such Section;

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

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

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

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

purchase money mortgages permitted by Section 3.08;
the Original Morigage;
this Morigage.

Property Additions shall mean Utility System property as to which the Mortgagor shall provide
Title Evidence and which shall be (or, if retired, shall have heen) subject to the lien of this
Morigage, which shall be properly chargeabls to the Mortgagor's atility plant accounts undey
Accounting Requitements (including property constructed or nequired 1o replace retired propesty
credited to such accounts) and which shall be:

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

2) ‘used or nseful in the utitity business of the Mortgagor conducted with the properties

described in the Granting Clauses of this Morigage, even though separate from and not
physically connected with such properties,
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"Property Additions" shall also include;

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

{4 praperty located or construeted on, over or under public highways, rivers or other public
property if the Mortgagor has the lawful right under permits, licenses or franchises
granted by a governmental body having jurisdiction in the premises or by the law of the
State in which such property is located 1o maintain and operate such property for an
unlimited, indeterminate or indefinite period or for the period, if any, specified in such
permit, ticense or franchise or law and to remove such property at the expiration of the

E period covered by such: permit, license or franchise or law, or if the terms of such
permiy, license, franchise or law require any pubtic authority having the right to take
over such property to pay falr consideration therefor,

"Property Additions” shall NOT include:

(a)  good will, going concern value, contracts, agreetnents, franchises, licenses or
perinits, whether acquired as such, separate and distinct from the property
operated in connection therewith, or agquired as an incidem thereto, or

(b)  any shares of stock or indebledness or certificates or evidences of interest therein
or pther securities, ot

(¢)  any plant or system or other property in which the Mortgagor shail acquire only

a leasehold interest, or any betlerments, extensions, improvetments or additions
(other than movable physical personal property which the Morigagor has the
right to remove), of, upon or to any plant or system or other property in which
the Mortgagor shall own only a leaschold interest unless (i) the term of the
leasehold ipterest in the property to which such betierment, extension,
improvement or addifion relates shall extend for at least 75% of the useful life of
such betterment, extension, improvement ot addition and (ii) the lessor shall
have agreed to give the Morigagee reasonable notice and opportunity to cure any
default by the Mortgagor wnder such lease and not 1o disturb any Mortgagee's
possession of such leasehold eslate in the event any Morigagee succeeds to the

. Mortgagor's interest in such lease upon any Mortgagee's exercise of any
remedies under this Mortgege so long as there is no default in the performance
of the tenant's covenants contained therein, or

(d)  any properiy of the Mortgagor sabject to the Permitted Encumbrance described
in clause (23) of the definition thercof.

Prudent Utllity Practice shali mean avy of the practices, methods and acts which, In the exercise
of reasonable judgment, in light of the facts, including, but not limited to, the practices, methods
and acts engaged in or approved by a significant portion of the electric utility industry prior
thereto, known at the time the decision was made, would have been expected to accomplish the
desired result consistent with cost-effectiveness, reliabjlity, safety and oxpedition, It is recognized
that Prudent Uility Practice is not intended to be limited to optimum practice, method or act to the
exclusion of all others, but rather is a spectrum of possible practices, methods or acts which could
have been expected to accomnplish the desired result at the lowest reasonable cost consistent with
cost-effactiveness, relinbility, safety and expedition.

REA shall mean the Rural Electrification Administration of the United Stales Department of
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Apriculture, ihe predecessor of RUS.

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

Resiricted Rentals shall mean all rentals required to be paid under finance leases and charged to
ingome, exclusive of any amounts paid under any such lease (whether or not designated thereinas |
rental or additional rental) for maintenance or repairs, Insurance, taxes, assessments, water rates or
similar charges. For the putpose of this definition the term "finance lease” shall mean any lease
having a rental term (including the term for which such lease may be renewed or extended at the
option of the lessee) in excess of 3 years and covering property having an initial cost in excess of
$250,000 other than aircraft, ships, barges, automobiles, trucks, teailers, rolling stock and vehicles;
office, garage and warchouse space; ofﬁce cquipment and computers,

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

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

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

Supplemental Mortgage shall mean an instrament of the type described in
Section 2,04,

Times Interest Earned Ratio (" TIER"} shall mean the ratio determined as follows: for each
calendar year: add (i) patronage capital or margins of the Mortgagor and (il) Interest Expense on
Total Long-Term Debt of the Mortgagor and divide the tofal so ohiained by Interest Expense on
Total Long-Term Debt of the Mortgagor, provided, howeyer, that in computing Interest Expense
on Tatal Long=Term Debt, there shall be added, to the extent not otherwise included, an amount
equat 1o 33-1/3% of the excess of Restricted Rentals paid by the Mortgagor over 2% of the
Mortgagor's Bquity, -

Title Evidence shall mean with respect to any real property;

(1) an opinion of counse] to the effect that the Mortgagor has titte, whether fuirly deducible of
record or based upon prescriptive rights (or, as to personal property, based on such }
evidence as counsel shall determine to be sufficient), as in the opinion of counsel s
satisfactory for the use thereof in connection with the operations of the Mortgagor, and
counsel in giving such opinion may disregard any irregularity or deficiency in the record
evidence of title which, in the opinien of such counsel, can be cured by proceedings
within the power of the Mortgagor or does not shbstantially impair the usefulness of such
property for the purpose of the Mortgagor and may base such opinion upon counsel's own
investigation or upon affidavits, certificates, abstracts of title, statements or investigations
made by persons in whom such counscl has confidence or upon examination of o
certifivate or guaranty of title or policy of title Insurance in which counsel has confidence:
or
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(2) a mortgagee's policy of lithe insurance in the amount of the cost to the Mortgagor of the
land included in Properiy Additions, as such cost is determined by the Morigagor in
accordance with the Accounting Requirements, issued in favor of the Mortgagees by an
entity authorized 10 insure title in the states where the subject property is located, showing
the Mortgagor as the owner of the subject property and insuring the lien of this Mortgage;
and with respect to any personal property a certificate of the general manager or other
duly authorized officer that the Mortgagor lawlutly owns and is possessed of such

property.

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

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

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

Uniform Comnercial Code or UCC shall mean the UCC of the state referred to in Section 1,04,
and if Morigaged Property is located in a state other than that state, then as to such Mortgaged
Property UCC refers to the UCC in effect in the state whete such property is located.

Utility System shall mean the Electric System and all of the Morigagor's interest in community
infrastructure {ocated substantially within its electric service territory, namely water and wasts
systems, solid waste disposal facilities, telocommunications and other electronic communications
systems, and natural gas distribution systoms,

Section 1.02.  General Rules of Construction:
a.  Accounting terms not defined in Section 1.01 are used in this Mortgage in (heir ordinary
sense and any computations relating to such enms shall be compuled in accordance with the

Accounting Requiremgnts,

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

[ Section 1.03.  Special Rules of Construction if RUS is 2 Mortgagee:

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

8. In the case of any Notes that have been guaranteed or insured as to payment by RUS, as 1o
such Notes RUS shall be considered to be the Noteholder, exclusively, regardless of whelher
such Notes are in the possession of RUS,

b.  Inthe case of any prior approval rights conferred upon RUS by Federal statutes, including
{withont limitation) Section 7 of the Rural Electrification Act of 1936, as amended, with
respect to the sale or disposition of property, rights, or franchizes of the Morigagor, all such

statutary rights are reserved except to the extent that they are expressly modified or waived in
this Mortgage.
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Section 1.04.  Governing Law:

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

Section 105 Notices:

All demands, notices, reports, approvals, designations, or directions required or permitted 1o be
given hereunder shall be in writing and shall be deemed to be propetly given if sent by registered
or certified mail, poslage prepaid, or delivered by hand, or sent by facsimile transtnission, receipt
confirmed, addressed to the proper party or parties a1 the addresses listed on Schedule "A" heteto,
and as to any other person, firm, corporation or governmental body or agency having an interest
herein by reason of being a Morigagee, o1 the last address designated by such person, firm,
corporation, governmental body or ageney to the Mortgagor and the other Morigagees, Any such
pasty may from time to fime designate 1o each other a new address (0 which demands, notices,
reports, approvals, designations or directions may be addresscd, aod from and after any such ‘
designation the address designated shall be desmed to be the address of such party in lieu of the
address given above, .

ARTICLE NI
ADDITIONAL NOTES
Scetion 2,01,  Additional Notes;

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

[£}] As evidenced by a certificate of an Independent certified public aceountant sent
to each Morlgagee on or before the first advance of proceeds from such
Additional Notes: ’

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

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

(i) After taking into account the effect of such Adcditicnal Notes on the
Total Assets of such Mortgagor, the Mortgagor shall have Equity
greater than or equal to 27 percent of Total Assets on a pro forma
basis; and

{iv} The sum of the aggregute principal amount of such Additional Notes
(if any} that are not related 1o the Electric System if added to the
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aggregate outstanding principal amount of all the existing Notes (if
any) that are not related 1o the Electric System will not exceed 30% of
the Mortgagor's Equity on a pro forma basis,

[¢3)] No Event of Defaull has occurred and is continuing hereunder, or any event
which with the giving of notice or Japse of time or both would become an Event
of Default has occurred and is continuing,

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

[€)] The Mortgagor’s general manager or other duly authorized officer shall send 1o
each of the Mortgagees a certificate in substantialty the form attached hereto as
Exhibit A on or before the date of the first advance of proceeds from such
Additional Notes, .

(b} For purposes of this section;

n "Eligible Property Additions™ shall mean Propesty Additions acquired or whose
construction was completed nol more than 5 years prior to the issuance of the
Additional Notes and Property Additions acquired or whose construction is
starled and/or compleled not more than 4 years after issuance of the Additional
Notes, but shall exclude any Property Additions financed by any other debt
secured under the Mortgage at the time additional Notes are issued;

@' Notes are considered to be "issued" on, and the date of "issuance” shall be, the
date on which they are executed by the Mortgagor; and

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

Refunding or Refinancing Notes;

The Merigagar shall also have the right withoul the consent of any Mortgagee or any Noteholder
{0 issue Additional Notes for the purpose of refunding or refinancing any Notes so long ag the lotal
amount of outstanding indebtedness evidenced by such Additional Note or Notes is not greater
than 105% of the then oustanding principal balance of the Note or Notes being refunded or
refinanced, PROVIDED, HOWEVER, tha the Mortgagor may not exercise its rights under this
Section if an Event of Defaull has occurred and is continuing, or any event which with the giving
of notice or lapse of time or both would become an Event of Default has occurred and is
continuing. On or befare the first advance of proceeds from Additional Notes issued under this
section, the Mortgagor shall notify each Mortgagee of the refunding or refinancing. Additional
Notes issued pursuant to this Section 2.02 will therenpon be secured equally and ratably with the
Notes,
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Section 2.03.  Other Additional Notes:

With the prior wrilten consent of each Mortgagee, the Mortgagor may issue Additionat Notes to
the Government or any lender or leadars, which Notes will theréupon be secured equally and
ratably with Notes withoul regard 1o whether any of the requirements of Sections 2.01 or 2.02 are
satisfied,

Section 2.04.  Additional Lenders Entitled to the Bencfit of This Mortgage:

Without the prior consent of any Mortgagee or any Noteholder, each new lender dosignated as a
payee in any Additional Notes issued by the Mortgagor pursuant to Section 2,01 or 2.02 of this
Mortgage shall become a Morigagee hereunder upon the execution and delivery by the Mangagor
and such lender of a supplemental mortgage hereto designating such lender as a Mortgagee
hereunder, Such niew lender shall be entitled to the benefits of this Mortgage without further act or
deed. Each Mortgagee and each person or entity that becomes a lender pursuant 1o Section 2,01 or
2.02 of this Mongage shall, upon the request of the Mortgagor to do so, execute and deliver a
supplement 1o this Mortgage in substantially the form set forth in Section 2,05 to evidence the ,
addition of such new lender as an additional Mortgagee entitled to the benefits of this Morigage.
The failure of any existing Mortgages to entar into such supplemental mortgage shall not deprive
the new lender of is rights under this Morigage; provided that such additional indebtedness
otherwise conforms in all respects with the requirements for issuing Additional Netes under this
Mortgage.

Section 2.05.  Form of Supplemental Morigage:

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

(b In the event that the Mortgagor subsequently issues Additional Notes pursuant to Sections
2,01 or 2.02 to any existing Mortgagee and that Mortgagee desires further assurance that
such Additional Notes will be secured by the lien of the Morigage, an instrument
substantially in the form of the supplemental mortgage attached us Bxhibit B may be used.
(c} In the event that the Mortgagor issues Additional Notes pursuant to Section 2.03 10 either
- an existing Mortgagee or-a new lender, in either case with the prior writlen consend of
each Morlgagee, then an instrument substantially in thie form of the supplemental
mortgage attached as Exhibit B may also be used, ;
ARTICLE Il
PARTICULAR COYENANTS OF THE MORTGAGOR J

Section 3.01.  Paymeni of Debt Service on Notes:

The Mortgagor will duly and punctually pay the principal, premium, if any, and interest on the
Notes in accordance with (he lerms of the Notes, the Loan Agreements, this Mortgage and any
Supplemental Mortgage authorizing such Notes,
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Section 3,02.  Warranty of Title:
(a} At the time of the execution apd delivery of this insirument, the Morigagor has goed and

marketable title in fee simple to the real property specifically described in Granting
Clause First as owned in fee and good and marketable title to the interests in real property
specifically described in Granting Clause First, subject {0 no mortgage, lien, charge or
encumbrance except as stated therein, and has full power and lawful authority te grant,
hargain, sell, alien, remise, release, convey, assign, transfer, encumber, mortgage, pledge,
set over and confirm said real property and interests in reat property in the manner and
form aforesaid.

[ (1)) At the time of the execution and delivery of this instrument, the Mortgagor lawfuily owns

: and is possessed of the personal property specifically described in Granting Clauses First
through Seventh, subject to no mortgage, lien, charge or encumbrance except as stated
therein, and has full power and lawful authority to morlgage, assign, transfer, deliver,
pledpe and grant a continuing sscurity interest in said property and, including any
proceeds thereef, in the manner and form aforesaid.

{c} The Morigagor hereby does and will forever warrant and defend the title to the property
specifically described in Granting Clavse First against the claims and demandss of all
persons whomsoever, except Permitted Encumbrances.

Section 3,03.  After-Acquired Property; Further Assurances; Recording:

{a} All propenty of every kind, other than Excepted Property, acquired by the Morigagor after the
date hereof, shall, immedialely upon the acquisition thergof by the Mortgagor, and without
any further mortgage, conveyance or assignment, become subjeet to the lien of this Morgage;
SUBJECT, HOWEVER, to Permitted Encumbrances and the exceptions, if any, to which af]
of the Momntgagees consent. Nevertheless, the Mortgagor will do, execute, acknowledge and
daliver all and every such further scts, conveyances, mortgages, financing statements and
agsuranges as any Mortgagee shall require for accomplishing the purposes of this Mortgage,
including, but not limited to, at the request of any Morngagee, taking such actions and
executing and delivering such documents as are necessary under the Uniform Commercial
Code or other applicable law to perfect or establish the Monigagees' first priority security
interests in any Mongaged Propenty to the extent that such perfection or priority cannot be

E accomplished by the filing of a financing statement,

(b} The Mortgagor will cause this Mortgage and all Supplemenial Mortgages and other
instruments of further assurance, including all financing statements covering security interests
« in personal property, 1o be promptly recorded, registered and filed, apd will execute and file
such financing statements and cause to be issved and filed such continuation statements, all in
such manner and in such places as may be required by law fully to preserve and protect the
tights of all of the Mortgagees and Noteholders hereunder to all propesty comprising the
Montgaged Property, The Mortgagor will furnish to cach Morigagee:

(1) prompily after the execution and delivery of this instrument and of each Supplemental
Mortgage or other instrument of further assurance, an Opinion of Counsel stating that,
in the opinien of such Counsel, this instrument and all such Supplemental Morigages
and other instraments of further agsurance have been properly recorded, registered and
filed Lo the extent necessary 1o make effective the lien intended to be created by this
Mortgage, and reciting the details of such action or referring to prior Opinions of
Coungel in which such details are given, and stating that all financing statements and
continuation statements have been executed and filed that are necessary fully o
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presecve and protect the rights of all of the Mortgagess and Noteholders hereunder, or
stating that, in the opinion of such Counsel, no such action is necessary to make the lien
effective; and

during the month of January in each vear following the first anniversary of the date of
this Morigage, an Opinion of Counsel, dated on or about the date of delivery, either
stating that, in the opinion of such Counsel, such action has been taken with respect to
the recording, registering, filing, re-recording, re-registering and re-filing of this
instrument and of all Supplemental Morigages, financing stalements, continuation
statements or other instruments of further assurances as is necessary to maintain the lien
of this Mortgage (including the lien on any property acquired by the Morigagor after the
execution and delivery of this instrument and owned by the Mortgagor at the end of
preceding calendar year) and reciting the details of such action or referring to prior
Opinions of Counsel in which such details are given, and stating that all financing
statements and continuation statements have been excented and filed that are necessary
to fully preserve and protect the righis of all of the Moerigagees and Noteholders
hercunder, or stating that, in the opinion of such Counsel, no such action is necessary 10

maintain swch lien. -]
Environmental Requirements and Indemnity:

(a}

(b

{c)

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

The Mortgagos shall defond, indemnify, and hold harmless each Mortgages, its successors
and assigns, from and against any and all liabilities, losses, damages, costs, expenscs
(including but not limited to reagonable attorneys' fees and expenses), causes of actions,
administrative proceedings, suits, claims, demands, or judgments of any nature arising out
of or in connection with any matter related to the Mortgage Propetty and any
Environmental Law, including but not Himited to:

[0Y} the past, present, or future presence of any hazardous substance, contaminant,
pollutant, or hazardous waste on or related to the Mortgaged Property;

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

(3 any lien or claim imposcd under any Envircnmental Law related to
clause (1),

costs, expenses (lncluding but not limited to reasonable aitorneys' fees and expenses),
cause of action, administrative proceeding, suit, ¢laim, demand, judgment, lien, reportable
event including but not limited to the release of 4 hazardous subsiance, or potential or
actual violation or non-compliance arising out of or in connection with the Mortgaged
Property and any Environmental Law, the Mortgagor shall provide each Mortgagee with
written notice of such matter. With respect to any matier upon which it has provided such
notice, the Mortgagor shall immedimely take any and all appropriate actions to remedy,
cure, defend, or otherwise affirmatively respond to the matter.

Within 10 (ten) business days after receiving knowlodge of any liability, losses, damages, J
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Section 3,05,  Payment of Taxes:

The Mortgagor will pay or cause to be paid as they becotne due and payable all taxes, asscssments
and other governmental charges lawfully levied or assessed or imposed spon the Mortgaged
Property or any part thereof or upon any income therefrom, and also {to the extent that such
payment will not be conteary to any applicable kaws) all taxes, assessiments and other governmenial
charges lawfully levied, assessed or imposed upon the Lien or interest of the Noteholders or of the
Morigagees in the Mongaged Property, so that (to the extent aforesaid) the lien of this Morigage
shall at all times be wholly preserved at the cost of the Mortgagor and without expense 1o the
Mortgagees or the Noteholders; PROVIDED, HOWEVER, that the Mortgagor shall not be
required 1o pay and discharge or cauge to be paid and discharged any such 1ax, assessment or

[ governmental charge 10 the extent that the amount, applicability or validity thereof shall currently
be contested in good faith by appropriate praceedings and the Mortgagor shall have established
and shall maintain adequate reserves on its books for the payment of the same,

Section 3.06.  Awthority to Execute and Deliver Nates, Loan Agreements and Martgage; All Action Taken;
. Enforceable Obligations:

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

Section 3.07.  Restrictions on Further Encumbrances on Property:

Except to secure Additlonal Notes, the Mortgagor will not, without the prior writien consent of
each Mortgagee, creale or incor or sufier or permit (o be created or incurred or to exist any Lien,
charge, assignment, pledge or mortgage on any of the Mortgaged Property inferior to, prior to, or
on a parity with the Lien of this Mortigage except for the Permitied Encumbrances. Subject Lo the
provisions of Section 3.08, or unless approved by each of the Mortgagees, the Morigagor will
purchase all materials, equipment and replacements 1o be incorporated in or used in connection
with the Mortgaged Property outright and not subject to any conditional sales agreement, chattel
mortgage, badlment, lease or other agreement reserving to the seller any right, titie or Lien.

[ Section 3.08.  Restrictions On Additional Permitted Deht:
The Mortgagor shall not ineur, assume, goarantee or otherwise become liable in respect of any
debt for borrowed money and Restricted Rentals (including Subordinated Debt) other than the
following: ("Permitted Debt")
(¢3] Additional Notes issued in compliance with Article I hereof;

(2) Purchase money indebiedness in non-Utility System property, in an amount not exceading
10% of Net Utility Plant;

(3) Resiricted Rentals in an amount not to exeeed 5% of Equity during any 12 conseculive
calendar month period;

4 Unsecured lease obligations incurred in the ordinary course of business except Restricted
Rentals;
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(3) Unsecured indebtedness for borrowed money;
(6) Debt represented by dividends declared but not paid; and
[¢3) Subordinated Indebtedness approved by each Morigagee.

PROVIDED, However, that the Morigagor may incur Permitied Debt without the eonsent of the
Mortgagee only so long as there exists no Event of Default herevnder and there has been no
continuing occurrence which with the passage of time and giving of notice could become an Event
of Default hereunder.

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

Preservation of Corporate Existence and Franchises:

The Mortgagor will, so long as any Ouistanding Notes exist, take of cause to be taken all such J
action as from time to time may be necessary to preserve ils corporate existence and to preserve

and renew all franchises, rights of way, easements, permits, and Yicenses now or hereafter to be

granted or upon it conferred the foss of which would have a material adverse affect on the

Mortgagor's financial condition or business, The Mortgagor will comply with all laws, ordinances,

regulations, orders, decrees and other legal requirements applicable to it or Its property the

violalion of which could have a material adverse affect on the Mortgagor's financial condition or

business.

Limitations on Consolidations and Mergers:

The Morigagor shall not, without the prior writicn approval of cach Mortgagcc, consolidate or
merge with any other corporation ar convey or transfer the Morigaged Property substantially as an
entirety wnless:

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

(2) the entity formed by such consolidation or with which the Mortgagor is merged or the
' corporation which acquires by conveyance or transfer the Mortgaged Property
substantially as an entirety shall execute and deliver 1o the Morigagees a mortgage
supplemental herate in recordable form and containing an assumption by such successor
entity of the due and pimetual payment of the principal of and interest on alf of the
Outstanding Notes and the performance and observance of every covenant and condition
of this Mortgage;

(3) unmediately after giving effect to such transaction, no defanlt hereunder shall have
occurred and be continuing;

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

(6) the entity formed by such consolidation or with which the Morigagor is merged or the
corporation which aequires by conveyance or transfer the Mortgaged Property
substantinlly as an entirety shall be an entity -

(A) having Equity equal to at least 27% of its Total Assets on a pro forna basis after
giving effect to such wansaction,

E (B) having & pro forma TIER of not less than 1,25 and a pro forma DSC of not less
than 1.25 for each of the two preceding calendar years, and

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

Section 3,11, Limitations on Transfers of Property:
The Mortgagor may not, except as provided in Seclion 3.10 above, without the prior written
approval of each Mortgagee, sell, lease or transfer any Mortgaged Properly to any other person or
entity (including any subsidiary or affiliate of the Mortgagor), unless

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

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

(3) tho aggrogate value of assets so sold, leased or transferred in any 12-month period is less
E than 10% of Met Utility Plant, and

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

i) applied as a prepayment of nll Notas equalty and ratably,

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

(it} applied to the acquisition or construction of utility plant.

Section 3,12.  Maintenance of Morigaged Property:

(a) So long as the Mortgagor holds title to the Mortgaged Property, the Mortgagor will at all
times maintain and preserve the Morigaged Property which is used or useful in the
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Morigagot's busitess and cach and every part and parcel thereof in good repair, working
order and condition, ordinary wear and tear and acts of God excepted, and in compliance
with Prudent Utility Practice and in compliance with all applicable laws, regulations and
orders, and will from time to time make all needed and proper repairs, renewals and
replacements, and ugeful and proper alterations, additions, betierments and improvements,
and will, subject fo contingencies beyond its reasongble conirol, at all times use afl
reasoitable diligence to furnish the consumers served by it through the Mortgaged
Property, or any part thereof, with an adequate supply of electric power and energy. If
any substantial part of the Mortgaged Property is leased by the Mortgagor to any other
party, the lsase agreement between the Mortgagor and the lessee shall obligate the lessee
to comply with the provisions of subsections (a) and (b) of this Section in respect of the
leased facilitics and 1o permit the Morigagor to operate the Ieased facilities in the event of
any failure by the lessee to so comply.

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

The Mortgagor further agrees that upon reasonable writicn request of any Mortgagee,
which request together with the requests of any other Mortgagess shall be made no more
frequently than once every three years, the Mortgagor will supply promptly to each
Mortgagee a certification (heteinafter called the "Engineer’s Certification"}, in form
satisfactory (o the requestor, prepared by a professional engineer, who shall be
satisfactory to the Mortgagees, as to the condition of the Mortgaged Property. If in the
sole judgment of any Morigagee the Engineer's Certification discloses the need for
improvements to the condition of the Mortgaged Properiy or any other operations of the
Morlgagor, such Mortgagee may send to the Morigagor a written report of such
improvemenis and the Mortgagor will upen receipt of such written report promptly
undertake (0 accomplish such of these improvements as are required by such Mortgagee,

Insurance; Restoration of Damaged Morigaged Property:

(a)

()

©

The Mortgagor will take out, as the respective risks are incurred, and mainiain the classes
amd amounts of insurance in conformance with gencrally accepted utility industry
standards for such classes and amounts of coverages of utilities of the size and character
of the Mertgagor and consistent with Prudent Utifity Practice,

The foregoing insurance coverage shall be obtained by means of bond and policy forms
approved by regulatory authorities having jurisdiction, and, with respect (o insurance
upon any parl of the Mottgaged Property, shall provide that the insurance shall be payable
1o the Mortgagees as their interests may appear by means of the standard mortgagee
clause without contribution. Each policy or other contragt for such insurance shall
contain an agreement by the insurer that, notwithstanding any right of cancellation
reserved 1o such insurer, such policy or contract ghall continue in force for at least 30
days after written notice to each Morigagee of cancellation.

In the event of damage to or the destruction or loss of any portion of the Mortgaged
Property which is used or useful in the Mortgagor's business and which shall be covered
by insurance, unless each Mortgagee shall otherwise agree, the Mortgagor shali replace or
restore such damaged, destroyed or lost portion so that such Morigaged Property shall be
in substantially the same condition as it was in prior 10 such damage, destruction or loss,
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and shall apply the proceeds of the insurance for that purpose. The Mortgagor shall
replace the lost portion of such Mortgaged Property or shall commence such restoration !
prompily after such damage, desiruction or loss shall have occurred and shall complete
such replacement or resioration as expeditiously as practicable, and shall pay or cause (o
be paid out of the proceeds of such insurance all costs and expenses in connection
therewith.. :

(d} . Sums recovered under any policy or fidelity bond by the Morigagor for a loss of funds
advanced under the Notes or recovered by any Morigagee or any Noteholder for any loss
under such policy or bond shall, unless applied as provided in the preceding paragraph, be
uvsed to finance construction of utility plant secured or 10 be secured by this Mortgage, or

[ unless otherwise directed by the Morigagees, be applied to the prepayment of the Notes
pro rata according to the unpaid principal amounts thercof (such prepayments 10 be
applied to such Notes and installments thereof as may be designaled by the respective
Morigagee at the time of any such prepayment), or be used to construct or acquire utilisy
plant which wil] become part of the Mortgaged Property. At the request of any Mor-
Igagee, the Mortgagor shall exercise such rights and remedies which they may have under
such policy or fidelity hond and which may be designated by such Morigagee, and the
Mortgagor hereby irrevogably appoints each Mortgagee as its agent to exercise such
rights and remedies under such policy or bond as such Morlgagee may choose, and the
Mortgagor shall pay all costs and reasonable expenses incurred by the Mortgagee in
connection with such exercise.

Seetion 3,14,  Martgagee Right to Expend Money to Protect Mortgaged Property:

The Mortgagor agrees that any Mongagee from time to time hereunder may, in its sole discretion,
after having given 5 Business Days prior written notice to the Mortgagor, but shall not be obligated
to, edvance funds on behalf.of the Morigagor, in order to insure the Mortgagor's compliance with
any covenant, warranty, representation or agreement of the Mortgagor made in or purspant to this
Mortgage or any of the Loan Agreements, to preserve or protect any right or interest of the
Mortgagess in the Mortgaged Property or under or pursuant to this Mortgage or any of the Loan
Agreements, including without limitation, the payment of any insurance premiums or taxes and the
satisfaction or discharge of any judgment or any Lien upon the Mortgaged Property or other
property or assets of the Mortgagor; provided, however, that the making of any such advance by or
through any Mortgagee shall not constitute a waiver by any Mortgagee of any Event of Defaull
with respect to which such advance is made nor relieve the Mortgagor of any such Event of

3 Defaull, The Mortgagor shall pay to a Mortgagee wpon demand all such advasices made by such
Mortgagee with interest thereon at a rate equal (o that on the Note having the highest interest rate
but in no event shall such rate be in excess of the maximum rate permitted by applicable law, All
such advances shall be included in the obligations and secured by the seourity intorest pranted
hereunder,

Section 3,15,  Time Extensions for Payment of Notes:

Any Morigagee may, at any time or times in succession withowt aotice to or the consent of the
Mortgagor, or any other Marigagee, and upon such terms as such Mortgagee may preseribe, grant
to any person, firm or corporation who shall have become obligated to pay all or any part of the
pringipal of (and premium, if any) or interest on any Note held by or indebtedness owed te such
Mortgagee or who may be nffected by the lien hereby created, an extension of the time for the
payment of such principal, (and premium, if any) or interast, and after any such cxtension the
Mortgagor will remain linble for the payment of such Nute or indebtedness to the same extent as
thongh it had at the time of such extension consenied (herelo in writing,
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Section 3,16,  Application of Proceeds from Condemnation;

(a) In the event that the Mortgaged Property or any part thereof, shall be taken under the
power of eminent domain, all proceeds and avails ther¢from may be used to finance
construction of utility plant secured or to be secured by this Mortgage, Any proceeds not
s0 used shall forthwith be applicd by the Mortgagor; first, to the ratable payment of any
indebtedness secured by this Mortgage other than principal of or interest on the Notes;
second, 1o the ratable payment of interest which shall have accrued on the Notes and be
unpaid; third, to the ratable payment of or on account of the unpaid principal of the Notes,
10 such installments thereof a5 may be designated by the respective Mortgagee at the time
of any such payment; and foucth, the balance shall be paid to whomsocver shall be
entitled thereto,

{b) If any part of the Mortgaged Property shall be taken by eminent domain, each Mortgagee
shall release the property so taken from the Mongaged Property and shall be fully
protected in 50 doing upon being fornished with:

release, describing the property to be released and stating that such property has
been taken by eminent domain and that all conditions precedent herein provided
or refating to such release have been complied with; and

) A certifieate of a duly authorized officer of the Mortgagor requesting such j

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

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

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

Section 3,18.  Rights of Way, cic,, Neceasary in Business;

The Mortgagor will use its best efforts 1o obtain all such rights of way, easements from landowners

and releases from lenors as shall be recessary or advisable in the conduct of its business, and, if

requested by any Morigagee, deliver {o such Morigagee cvidence satisfactory to such Mortgagee ;
of the obtaining of such rights of way, easements or releases,

Section 3,19,  Limitations on Providing Free Electric Services:

The Mortgagor will not furnish or supply or cause to be fumished or supplicd any electric power,
encrgy or capacity free of charge to any person, firm or corporation, public or private, and the
Moertgager will enforce the payment of any and all amounts owning to the Mortgagor by reason of
the ownership and operation of the Utility Syslem by discontinuing such use, output, capacity, or
sarvice, or by filing svit therefor within 90 days after any such sccounts are due, or by both such
discontinuance and by filing suit,
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Section 3,20.  Keeping Books; Inspection by Mortgapee;

The Mortgagor will keep proper books, records and accounts, in which full and correct entries
shall be made of all dealings or transactions of or in relation to the Nates and the Utility System,
prapetties, business and affairs of the Mortgagor in aecordance with the Accounting Requirements,
The Mortgagor will at any and all times, upon the written request of any Mortgagee and at the
expense of the Mortgagor, permil such Mortgagee by its representatives to inspect the Utility
System and properties, books of account, records, reports and other papers of the Mortgagor and to
take copies and extracts therefrom, and will afford and procure a reasonable opporiunity 1o make
P any such inspection, and the Mortgagor will furnish to each Morigagee any and all such

[ information as such Morigagee may request, with respect {o the performance by the Mortgagor of

its covenants under this Mortgage, the Notes and the Loan Agreements,

Section 3,21,  Maximum Debt Limit:

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

Sectlon 3,22,  Authorization te File Financing Statements:

The Mottgagor hereby irrevocably authorizes the Mortgagee at any time and from time to time (o
file im any jurisdiction any initial financing statements and amendments thereto that;

(a) Indicate the Mortgaged Property (i) as all assets of the Mortgagor or words of stmilar
sffect, regardless of whether any particular asset cotprised in the Mortgaged Property
falls within the scope of Article 9 of the applicable UCC, or (ii) as being of an equal or
lesser scope or with greater detadl, and

(b} Contain any other information required by the applicable UCC for the sufficiency or filing

office acceplance of any financing statement or amendment, including, but not limited to
{1) whether the Mornigagor is an organization, the type of orpanization and any
organizational identification number issued to the Mortgagor, and (i) in the case of a
financing statensent filed as a fixture filing, a sufficient description of real property to
which the Mortgaged Property relates. The Morigagor agrees to furnish any such
information to the Mortgagee promptly upon reguest, The Mortgagor also ratifies its

g authorization for the Mortgagee to have filed in any UCC jurisdiction any like initial
financing statements or amendments thereto if filed prior to the date hereof,

ARTICLE 1V
EVENTS OF DEFAULT AND REMEDIES
Section 4,01,  Events of Default;
Each of the following shall be an "Event of Default” under this Mortgage:
{m) default shall be made in the payment of any installment of or on account of interest on or
principal of {or premium, if any associated with) any Note or Notes for more than five {5)
Business Days after the same shall be requircd to be made;

(b) dofault shall be made in the due observance or performance of any other of the covenants,
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conditions or agreements on the part of the Morgagor, in any of the Notes, Loan
Agreoments or in this Morigage, and such default shall continue for a period of thirty (30) -
days afler written notice specifying such defanlt and requiring the same to be remedied

and stating that such notice is a "Notice of Default” liereunder shall have been given to

the Mortgagor by any Morigagee; PROVIDED, HOWEVER that in the case of a default

on the terms of o Note or Loan Agreement of a particolar Mortgagee, the "Notice of
Default* required under this paragraph may only be given by that Morigagee;

(c) the Morgagor shall file a petition in bankrupicy or be adjudicated a bankrupt or
insolvent, or shail make an assignment for the benefit of its creditors, or shall consent to
the appointment of 3 receiver of jtself or of its property, or shall institule proceedings for
its reorganization or proceedings instituted by others for its reorganization shall not be
dismissed within sixty (60) days after the institution thereof;

(d) a receiver or liquidator of the Mottgagor or of any substantial portion of its property shall
be appointed and the order appointing such receiver or liquidator shall not be vacated
within sixty (60} days afier the entry thereof} J

(e) the Morigagor shall forfeit or otherwise be deprived of its 'cnrporale chacter or franchises,
permits, ensements, or licenses required to carry on any material portion of its busiuness;

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

(g any material represcmtation or warranty made by the Mortgagor herein, in the Loan
Agreements or in any cettificate ot financial statement delivered hereunder or thereundoer
shall prove 1o be false or misleading in any material respeet at the time made,

Sectiond4.02,  Acceleration of Maturity; Rescission and Annulment:

(a) Tf an Bvent of Defanlt deseribed in Section 4.01(n) has oceurred and is conlinuing, any
Mortgagee upon which such default has occurred may declare the principal of all its
Notes sectred herennder to be due and payable immediately by & notice in writing to the
Morigagor and to the other Mortgagees (failure to provide said notice to any other
Mortgagee shall not affect the validily of any aceoleration of the Note or Notes by such
Mortgagee), and npon such declaration, all unpaid principal (and premtum, if any) and
acerued interest so declared shall become due and payable immediatety, anything
contained herein or in any Note or Noles to the contrary notwithstanding.

declare the principal of all its Notes secured hereunder to be due and payable immediately
hy a notice in writing 1o the Mortgagor and to the other Morigagees (failure to provide
said notice 1o any other Mortgagee shall not affect the validity of any acceleration of the
Note or Notes by such Mortgagee), and upon such declaration, all unpaid principal (and
premlum, if any) and accrued interest so declared shall become due and payable
immedjately, anything contained herein or in any Note or Notes to the contrary
notwithstanding.

()] If any other Event of Defavlt shall bave occurred and be continuing, any Mortgagee may ‘]

(<) Upon receipt of actual knowledge of or any notice of acceleration by any Morlgapee, any
other Mottgagee may declure the principal of all of its Notes 1o he due and payable
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immediately by a notice In writing 1o the Mortgagor and upon such declaration, all unpaid
principal (and premium, if any) and accrued interest so declared shall becoms due and
payable immediately, anything contained herein or in any Note or Netes or Loan
Agreements to the contrary notwithstanding.

H after the unpaid principal of (and premium, if any) and accrued interest on any of the
Notes shall have been so declared 1o be due and pryable, all payments in respect of
principal and interest which shall have become due and payable by the texms of such Note
or Notes (other than amounts due as a result of the acceleration of the Notes) shal! be paid
1o the respective Mortgagees, and (i) all otlier defaults under the Loan Agreements, the
Notes and this Morigage shall have been made good or cured to the satisfaction of the
Morigagees representing al least 80% of the aggregate unpaid principal balance of afl of
the Notes then outstanding, (it} proceedings to foreclose the lien of this Mortgage have
not been commenged, and (iii) all reasonable expenscs paid or incurred by the
Morigagees in connection with the acceleration shall have been paid to the respective
Mortgagees, then in evety such case such Mortgagees representing at least $0% of the
aggregate unpaid principal balance of all of the Notes then outstanding may by written
notice to the Mortgagor, for purpuses of this Mortgage, annul such declaration and waive
such default and the consequences thereof, but no such waiver shall extend to or affect
any subzequent defavlt or impair any right consequent thereon,

Remedies of Mortgagees:

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

(@)

()

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

proceed to protect and enforce the rights of all of the Mortgagees by suits or actions in
equity or at law in any court or courts of competent jurisdiction, whether for specific
performance of any covenant or any agreement conlained herein or in aid of the execution
of any power herefn granted or for the foreclosure hereof or herevnder or for the sate of
the Morigaged Property, or any part thereof, or to collect the debts hereby secured or for
the enforcement of such other or additional appropriate legal or equitable remedies as
may bs deemed necessary or advisable to protect and enforce the rights and remedies
herein granted or conferred, and in the event of the institution of any such action or suit
the Mortgagee institwting such action or suit shall have the right 1o have appointed a
receiver of the Mortgaged Property and of all proceeds, rents, income, revenues and
profits periaining thereto or arising therefrom, whether then past due or accruing after the
appointment of such receiver, derived, received or had from the lime of the
commencement of such suit or action, and such receiver shall have all the usual powers
and duties of receivers in like and similar cases, to the fullest extent permitted by law, and
if application shall be made for the appointment of a receiver the Mortgagor hereby
expressly consents that the court to which such application shall be made may make said
appointment; and
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(c) sell or canse to be gold all and singular the Mortgaged Property or any part thereof, and
all right, title, interest, claim and demand of the Mortgagor therein or thereto, at public
auction at such place in any county (or its equivalent locality) in which the properiy to be
sold, or any pari thereof, is Iocated, at such time and uon such terms as may be specified
in a notice of tale, which shall state the time when and the place where the sale is to be
held, shall contain a brief general description of the property to be sold, and shall be
given by mailing g copy thereof to the Mortgagor at least fifieen (15) days prior to the
date fixed for such sale and by publishing the same once in cach week for two successive
calendar weeks prior to the date of such sale in a newspaper of general circulation
published in said locality of, if no such newspaper is published in such locality, in a
newspaper of general circulation in such locality, the first such publication to be not ess
than fifteen (15) days nor more than thirty {30) days prior to the date fixed for such sale,
Any sale to be made under this subparagraph (c) of this Section 4.03 may be adjourned
frem time to time by announcement at the time and place appointed for such sale or for
such adjourned sale or sales, and without further notice or publication the sale may be had
at the time and place 1o which the same shall be adjourned; provided, however, that in the
event another or different notice of sate or another or different manner of conducting the -]

same shall be required by law the notice of sale shall be given or the sale be conducted, as
the case may be, in accordance with the applicable provisions of law, The expense
incurred by any Mortgagee (including, but not limited to, receiver's fees, counsel fees,
cost of advertisement and agents’ compensation) in the exercise of any of the remedies
provided in this Morigage shall be secured by this Mortgage.

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

Section 4.04.  Application of Proceeds from Remedial Actions:

Any proceeds or funds eising from the exercise of any rights or the enforcement of any remedies
herein provided after the payment or provision for the payment of any and all costs and expenses
in connection with the exercise of such rights or the enforcement of such remadies shall be applied
first, 1o the ratable payment of indebtedness hereby secured other than the principal of or inferest
on the Notes; second, to the ratable payment of interest which shall have accrued on the Notes and
which shall be unpaid; third, to the ratable payment of or on account of the unpaid principal of the
Notes; and the balance, if any, shall be paid to whomsoever shall be entitled thereto,

Section 4.05.  Remedies Cunulative; No Election:
shall be cumulative and shatl be in addition to every other right and remedy given hereunder or

now or hereafter existing at law, or in equity, or by statute, The pursuit of any right or remedy
shall not be canstrued as an election,

Rvery right or remedy herein conferred upen or reserved to the Monigagees or to the Notcholders J

Section 406,  Waiver of Appralsement Rights; Marshaling of Assets Not Requived:
The Mortgagor, for itseif and all who may ¢laim through or under it, covenants that it will not at
any time insist upen or plead, or in any manner whatever claim, or take the benefit or advantage of,
any appraisement, valuation, stay, extension or redemption laws now or hereafter in foree in any
localily where any of the Mongaged Property may be situated, in order to prevent, delay or hinder
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the enforcement or foreclosure of this Mortgege, or the absolule sale of the Mortgaged Property, or
any part thereof, or the final and absoluic putting inlo possession thereof, immediztely after such
sale, of the purchaser or purchasers thercal, and the Mottgagor, for itself and alt who may claim
through or under it, hereby waives the benefit of all such laws unless such waiver shatl be
forbidden by law. Under no circumstances shall there be any marshaling of assets upon any
foreclosure or to other enforcement of this Mortgage.

Section 4.07.  Notice of Default:

The Morigagor covenants that it will give immediate written notice 10 each Mortgages of the
occurrence of any Evenl of Default or in the event that any right or remedy described in Sections
4.02 and 4.03 hereof is exercised or enferced or any action is taken to exercise or enforce any such
right or remedy.

ARTICLE V
POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE
Section 5,01,  Possession Until Default;

Until some one or more of the Events of Default shall have happened, the Mortgagor shall be

suffered and permitted 1o retain actual possession of the Mortgaged Property, and to manage,

operate and use the same and any part thereof, with the rights and franchises appertaining thereto,

and to collect, receive, 1ake, use and enjoy the rents, revenues, issues, eamings, income, proceeds,
- products and profits thereof or therefrom, subject to the provisions of this Mortgage.

Section 5.02,  Defeasance:

If the Mortgagor shall pay or cause to be paid the whele amount of the principal of (and premium,
if any) and interest on the Notes at the times and in the manner therein provided, and shall also pay
or ¢auge to be pald alt other suins payable by the Morigagor hereunder or under any Loan
Agreement and shall keop and perform, all covenants herein required to be kept and performed by
it, then-and in that case, all property, rights and inlerest hereby conveyed or assigned or pledged
shall revert to the Mortgagor and the estate, right, title and interest of the Mortgagee so paid shalt
thereupon cease, determine and become void and such Mortgagee, in such case, on written demand
of the Mortgagor but at the Mortgagor's cost and expense, shall enter satisfaction of the Morigage
upon the record. In any event, each Mortgagee, upon payment in full to such Mortgagee by the
Mortgagor of all principal of (and premivim, if any) and interest on any Note held by such
Martgagee and the payment and discharge by the Mortgagor of all charges due 1o such Mortgagee
hereunder or under any Loan Agreement, shall execute and deliver to the Mortgagor such
instryment of satisfaction, discharge or release as shall be required by law in the circumslances,

Section 5.03.  Special Defeasance:

Other than any Notes excluded by the foregoing Sections 5.01 and 5.02 and Noies which have
become due and payable, the Morigagor may causa the Lien of this Mortgage to be defeased with
respect to any Note for which it has deposited or caused to be deposited in trust solely for the
purpose an amount sufficient to pay and discharge the entire indebiedness on such Note for
principal (and premium, if any) and interest to the date of maturity thercof; PROVIDED,
HOWEVER, that deposilory scrving as trustee for such trust must first be accepted as such by the
Mortgagee whose Notes arc being defeased under this section. In such event, such a Note will no
Tonger be considered to be an Owstanding Note for purposes of this Morigage and the Mortgagee
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shall execute and deliver to the Mortgagor such instrument of satisfaction, discharge or release as
shatl be required by law in the circumstances,

ARTICLE V1
MISCELLANEOUS
Sectlon 6,01, Property Deemed Real Property:

It is hereby declared to be the intention of the Mortgagor that any electric generating plant or

plants and facilities and all electric transmigsion and disiribution lines, or other Blectric Systern or

Utility System facilities, embraced in the Mortgaged Property, including (without limitation) alt

rights of way and easements granted or given to the Mortgagor or oblained by it to use real

property in connection with the construction, operation or maintenance of such plant, lines,

facilities or systems, and all other preperty physically attached 10 any of the foregoing, shall be

deemed to be real property. J

Section- .02,  Mortgage to Bind and Benefit Suceessors and Assigns:

All of the covenants, stipulations, promises, undertakings and agreements herein contained by or
on behalf of the Mortgagor shall bind its successors and assigns, whether so specified or not, and
all titles, rights and remedies hereby granted to or cenferred wpon the Mortgagees shall pass to and
inure to the benefit of the successors and assigns of the Morgagees and shall be desmed to be
granted or conferred for the ratable benefit and security of all who shall from time 1o time be a
Maortgagee, The Mortgagor hereby agroes to execute such consents, scknowledgments and other
instruroents as may be rensonably requested by any Morigagee in connection with the assignment,
transfer, mortgage, hypothecation or pledge of the rights or interests of such Mortgagee hereunder
or under the Notes or in and 10 any of the Mortgaged Praperty,

Section 6.03. Headings:

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

Section 6.04,  Severability Clause:

In case any provision of this Mertgage or in the Notes or in the Loan Apteements shall be invalid
or unenforeeable, the validity, legalily and enforceability of the remaining provisions thereof shall
not in any way be affected or impaired, nor, nor shall any invalidity or unenforceability as (o any
Mortgagee herevnder affect or impair the tights berewixder of any other Mortgagee.

Section 6.05.  Mortgage Deemed Security Agreement: .]

To the extent that any of the property described or referred to in this Mortgage is governed by the
provisions of the UCC this Mortgage is hereby decmed a “security agreement” under the UCC,
and, if so elected by any Mortgagee, a "financing statement” under the UCC for said security
agreement. The mailing addresses of the Mortgagor as debtor, and the Mortgagees 03 secured
parttes are as set forth in Schedule "A" hereof. If any Mortgagee so directs the Morigagor to do
50, the Mortgagor shall file as a fmancing statement under the UCC for said security agrecment
and for the bensfit of all of the Morigagees, an instrument other than this Mortgage. In such case,
the Instroment to be filed shall be in a form customarily accepted by the filing office as a financing
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statement. PROCEEDS OF COLLATERAL ARE COVERED HEREBY, The Mortgagor is an
organization of the type and organized in the jurisdiction set forth on the first page hereof, The

cover page hereof accurately sets forth the Mortgagor’s organizationa) identification number or
scourately states that the Mortgagor has none.

Section 6.06.  Indemmification by Mortgagor of Mortgagees;

The Mortgagor agrees to indemmnify and save harmless each Mortgagee against any liability or
damages which any of them may incur or sustain in the exercise and performance of their rightful
powers and duties hereonder, For such reimbursement and indemnity, each Morigagee shall be
secured under this Mortgage in the same manner as the Notes and all such reimbursements for
expense or damage shall be paid to the Morigagee incurring or suffering the same with interest at
the rate specified in Section 3,14 hereof, The Mortgagor's obligation to indemnify the Mortgagecs
under this section and under Section 3.04 shall survive the satisfaction of the Notes, the
reconveyance or foreclosure of this Mortgage, the acceplance of a deed in lieu of foreclosure, or
any transfer or abandonment of the Martgaged Property, .

IN WITNESS WHEREQF, SHELBY BNERGY COOPERATIVE, INC., as Morigagor, hns
caused this Restated Moitgage and Security Agreement 10 be signed in its name and its corporate seal (o be hereunto
affixed and attested by its officers thereunto duly authorized, UNITED STATES OF AMERICA, as Morigagee and
NATIONAL RURAL UTTLITIES COOPERATIVE FINANCE CORPORATION, as Mortgagee, have each caused
this Restated Mortgage and Security Agreement to be signed in their respective names by duly authorized persons,
all as of this day and year first above written,

SHELBY ENERGY COOPERATIVE, INC.

by -\"t:"*:ﬂ\\ \\.E“\&\N\,mﬁmn

{Seal)
: Atlest: % p;,u),ﬁ G/ILX%J
4 Secrttary
Executed by the Morigagor

in the presence of:

{tnesses
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UNITED STATES OF AMERICA

0 a7 Yol

Assistant Administrator
Electric Program
of the
Rural Utilities Service

eculed by United States of America,

rigagee, in ﬂl sendt of:

M \ P‘NS Sara Wetklo J
> - - Jamie Davenport

Wilnesses

NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION

by :
@%Xﬂ' 5( AMY S LUONGO

Agssistant Secretary-Treasurer

{SEAL)
Attest: Ernaesdclol ELAINE M MACDONALD

Assistant Secretary-Treasurer

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

AR, DAVID W OLAH |
e e BRIAN W DOUGHERTY J

Witnesses ¥
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COMMONWEALTH OF KENTUCKY )
)85
COUNTY OF SHELBY )

I, Donalkd T. Prather, a Nofary Public in and for the Couniy and
Commonwealth aforesaid, do hereby certify that George N. Busey, parsonally known to
me to be the Chairman of Shelby Energy Cooperative, |ng,, a corporation of the
Commonwealth of Kentucky, and to me known 1o be the Identical person whose name
{s as Chairman of said corporation, subseribed to the foregeing instrument, appeared

: before me this day in person and produced the foregoing Instrument to me in the
County aforesaid and acknowledged that as such Chairman he signed the foregoing
instrumant pursuant to authority given by the board of directors of said corporation as
his free and voluntary act and deed and as the free and voluntary act and deed of said
corporation for the uses and purposes therein set forth and that the seal affixed to the
foregoing Instrument Is the comorate seal of said corporation,

Given under my hand this_ S8 _day of Y rvwdden , A00B

Ry

Notary Piiblic
tn and for Shelby County, Kentucky
My Commission Expires: 02/01/2007

{Notarial Seal)
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DISTRICT OF COLUMBIA ) ER)
Onthis 7 dayof Movekn ,20@ ¢, personaliy appeared before me

James R. Newby , who, being duly sworn, did say that he js the Assistant
Administrator - Electric Program of the Rural Utilities Service, an agency of the United States of America, and
acknowledged to me that, acting under a delegation of autherity duly given and evidenced by law and presently in
effect, he executed said instrument as the act and deed of the United States of America for the uses and purposes
thergin menlioned,

IN TESTIMONY WHERRBOF I have heretofore set my hand and official seal the day and year last above

il ]

Notary Public

Willtam A. Frost

. Notary Public, Distrlct of Galumbia
{(Notarial Seal) Wy Commission Expires D4/14/2006

My commission cxpires:
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COMMONWEALTH OF VIRGINIA )
)55

COUNTY OF FAIRFAX

)
On this C\-\-\-\ day of \;b\&’\’”’\(ﬁfz(bg , before me appeared
AMYSLUONGO .

» fo me personally known, who, being by me
duly sworn, did say that he is the ASSISTANT SECRETARY-TREASURER of the National Rural Utilities
Cooperative Finance Corporation, and that the seal affined to the foregoing instrument is the corporate seal of said
carporation and thal said instrument was signed and sealed in behalf of said corporation by authority of its board of
directors and said ASSISTANT SECRETARY-TREASURER acknowledged said instrument to be the free act and
[ deed of said corporation.

IN WITNESS WHEREOQF, I have hereunto setyiy haad and official sea.

¢ Notary Public =~

(Notarial Seal)

Hilda J. Gonzalez
NOTARY PUBLIC
' Commonwaalth of Virginia
My commission expires: ____My Gommission Expires 12/31 72008
BRM-09-32-000-KY . Page 35
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SCHEDULE A: Part One

1. The Maximom Debt Limit referred to in Section 1.0t is $100,000,000.00

2. The state referred to in Section 1.04 is Kentucky.

3 The addrasses of the parties referred to in Sections 1.05 and 6,05 are as follows:

As to the Mortgagor:
Shelby Energy Cooperative, Inc,
620 Old Finchville Road
Shelbyville, Kentucky 40065
As (o the Morigagees:

Rural Utilities Service

United States Depariment of Agriculiure

Washington, DT 20250-1500

National Rural Utilities
Cooperative Finance Corporation
2201 Cooperative Way

Herndon, Virginia 20171-3025

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

follows:
Instrument Title

Restated Mortgage and Security Agreement

Supplemental Mortgage

Supplemental Morigage

ERM-09-32-000-KY, Schedule A Part Gne "
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September 1, 1999

May 1, 2001
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3. The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS clanse above are
evidenced by the Original Noles described below:

OQRIGINAL NOTES issued to the Government'

Loan Final
Designation Face Amount Date Maturity Ratg?
Y2 $450,000,00 16 Dec 1971 16 Dac 2006 2.00
AA2 $375,000.00 21 Dec 1972 21 Dee 2007 2.00
ARB6 $456,000.00 6 Dec 1973 6 Dec 2008 5.00
pe ACH $350,000.00 24 Apr 1975 24 Apr 2010 5.00
[' ADG $390,000.00 29 Jan 1976 29 Jan 2011 5.00
AE6 $840,000.00 7 Mar 1977 7 Mar 2012 5.00
AF6 $1,372,000.00 22 Jun 1978 22 Jun 2013 5.00
AGHS $936,000.00 5Feb 1981 5 Feb 2016 5,00
AH6 $540,000,00 24 Mar 1983 24 Mar 2018 500
AKG $1,269,000.00 23 Qct 1986 23 Oct 2021 5.00
AL $1,314,000.00 12 Apr 1590 12 Apr 2025 5.00
AMG $1,763,000,00 27 Aug 1992 27 Aug 2027 5.00
AN60 $1,806,000.00 15 Dec 1994 15 Dec 2029 Y
AP60 $3,437,000.00 1 Apr 1998 1 Apr2033 v
ARS? $4,406,000.00 1 Sep 1999 31 Dec 2033 v
AS8t $12,808,000.00 1 May 2001 31 Dec 2035 v
v

AT44 $16,808,000.00 1 Nov 2005 1 Nov 2040

InGovernment” as used in this listing refers to the United States of America acting through the
Administrator of the Rural Utilities Service (RUS) or its predecessor agency, the Rural Electrification
Administration (RBA). Any Notes which are payable to a third party and which either RUS or REA has guaranteed
as 1o payment are also described in this listing as being issued fo the Government, Such guaranteed Netes are
typically issued 10 the Federal Financing Bank (FFB), an instrumentality of the United States Departiment of
E Treasury, and held by RUS, but may also be issued to non-governmental entities.

*v=variable interest rate calculated by RUS pursuant o title 7 of the Code of Federal Reguiations or by the
Seeretary of Treasury, CFC=an interest rate which may be fixed or variable from time to time as provided in the
CFC Loan Agreement pérlaining to a loan which has been made by CFC and guaranteed by RUS, CoBank=an
interest rate which may be fixed or variable from time to time as provided in the CoBank Loan Agreement periaining
to a Joan which hus been made by CoBank and guaranteed by RUS.

*In addition to this note which the Mortgagor has issued to FFB, the Mortgagor has also issved a
cotresponding promissory note 1o RUS designated as the certain "Reimbursement Note* bearing even date therewith.
Such Reimbrursement Note is payable 1o the Government on demand and evidences the Mortgagor's obligation
immediately to repay RUS, any payment which RUS may make pursuant to the RUS guarantee of such FFB note,
together with interest, expenses and penalties (all as described in such Reimbursement Note). Such Reimbnyrsement
Note is an "ORIGINAL NOTE issued to the Government” for purposes of this Part One of Schedule A and this
Morigage and is entitled to all of the henefits and security of this Mortgage.

See footnots 1 in this Schedule A,

ERM-09-32-000-KY, Schedule A Parl One Page 2
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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
Designation

KY030-C-9001
KY030-C-9003
KY030-C-5004
KY030-C.0005
KY030-C.9006
KY030-C-2007
KY030-C-9008
KY(30-C-9009
KY030-C-9010
KY030-C-9011
KY030-C-9012
KY030-C-9013
KY030-C-9014

KY030-C-o015 -

CFC SCHEDA
KYD30-M-AT44 (MGGHEEM)
94220-1
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Face Amount of

Note

$50,000.00
$161,000,00
$196,000.00
$167,000.00
$147,000.00
$360,000.00
$588,000.00
$422,000.00
$244,000.00
$560,825,00
$580,412.00
$787,629.00
$774,000.00

$1,473,000.00

CARROLL COUNTY
PG 706

Note Date

November 16, 1971
December 21, 1972
December 6, 1973
April 24, 1975
January 29, 1976
March 7, 1977
June 22, 1978
Pebruary 5, 1981
June 23, 1983
Qctaber 23, 1986
April 12, 1990
August 27, 1992
December 15, 1994

April 1, 1998

Maturity Date

March 16, 2007
March 21, 2008
December 6, 2008
April 24, 2010
January 29, 2011
.Mnrch 7,2012
June 22, 2043
Febroary 5, 2016
June 23, /20138
October 23, 2021
April 12, 2025
August 27, 2027
December 15, 2029

April 1, 2033
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Scheadule B
Property Schedule

The fee and leasehold intorests in real property referred to in Subclause A of
Granting Clause First are described as follows:

1. A certain tract of land described In a certain deed dated April 12, 1957, by
E.P. Maynahon and Obera L. Maynahon, his wife, as grantor to Shelby Rural
Electric Cooperative Corporation as grantee, and recorded in the office of the
County Court Clerk of Shelby County in the State of Kentucky In Dead Book
144, on Page 251.

2 A cartain tract of land described In a certain deed dated August 18, 1871, by
Wayland M, Watkins and Barbara Watkins, his wife, and Frances B. Watkins,
widow, mother of Waytand M, Watkins, as grantor, to' Shelby Rural Electric
Coeoperative Corporation as grantee, and recorded in the office of the county
Court Clerk of Henry County, in the State of Kenfucky in Deed Book 117,

" Page 276.

3 Leasehold interest in Suitse No. 3, Bedford Professional Building No. 1,
Kentucky Highway 42 and Church Street, Bedford, Kentucky.

4, All easements and easement rights now owned or hereafter acquired.

[ The recording jurisdictions referred to in Subclause B of Granting Clause First are:
the Counties of Anderson, Carroll, Franklin, Henry, Jefferson, Oldham, Owen, Shelby
Spencer and Trimble in the Commonwealth of Kentucky.

The contracts referred to in Subclause C of Granting Ciause First include without

limitation the Wholesale Power Contract, dated as of October 1, 1964, between the
Mortgagor and East Kentucky Power Cooperative, Inc. as amended.
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SCHEDULE C
Excepted Property

None.
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Exhibit A
Manager's Certificate i
MANAGER'S CERTIFICATE REQUIRED UNDER MORTGAGE SECTION 2.01 FOR ADDITIONAL NOTES

On behalf of Name of Borrower (the "Borrower™), i

I hereby certify as follows;

, 1, I am the Manager of the Borrower and have been duly authorized to deliver this certificate in
[ connection with the Additional Note or Notes to be issued on or ahout Dgre Note(s) are 1o be
Signed pursuant to Section 2.01 of the Mortgage dated
2. No Bvent of Default has occurred and is continuing under the Morigage, or any event which with
the giving of notice or lapse of time or both would become an Event of Default has occurred and is
continuing.

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

4. The Property Additions referred to in paragraph 3 arc Eligible Property Additions, i.e, Property
Additions acquired or whose construction was compleled not more than § years pnor to the
issuance of additional Notes and Property Additions acquired or whose construction is staried
and/or completed not more that 4 years after issuance of the additional Notes, but shall excluda
any Property Additions financed by any other debt secured under the Mottgage al the time
additional Notes are issued

5. I have reviewed the certificate of the Independent certified public accountant also being delivered
to each of the Mortgngees pursuant to Section 2,01 in connection with the aforesaid Additional
Note or Notes and concur with the conclusions expressed therein,

6, Capitalized terms that are used in this certificate it are not defined herein have the meanings
defined in the Mortgage.
] SAMPLE - NOT FOR EXECUTION
L Signed Date
Name
Title
Name and Address of Botrower:

ERM-09-32-000-KY, Exhibit A
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Exhibit B

Form of Supplemental Mortgage

Supplemental Mortgage and Security Agreement, dated as of
called this "Supplemental Mortgage™} is made by and among
(hereinafter called the "Mortgagor™), a corporation existing under the laws of the State of . and the
UNITED STATES OF AMERICA acting by and through the Administrator of the Rural Utilities Service
(hereinafier called the "Government™), (Supplemental Lender) (herzinafter catled _

).a existing under the laws of , ankd intended to confer rights and
benefils on both the Government and and in
accordance with this Supplemental Mortgage and the Original Morigage (hereinafier defined) (the Government and
the Supplemental Lenders being hereinafter sometimes collectively referred to as the "Mortgagees”),

Recitals J

Whereas, the Mortgagor, the Government and are parties to that certain
Restated Mortgage and Security Agresment (the "Original Mortgage” as idemtified in Schedule "A" of this
Supplemental Mortgage) originally entered into between the Mortgagor, the Government acting by and through the
Administrator of the Rural Utilities Service (hereinafter calted "RUS"), and ; and

, (hereinafler sometimes

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

Whereas, the Morigagor deems it necessary to borrow money for its corporate purposes and to
issue its pramissory notes and other debt oblipations therefor, and to morlgage and pledge iis property hereinafter
described or mentioned 1o secure the payment of the same, and to enter into this Supplemental Mortgage pursuant to
which all secured debt of the Mortgagor hereunder shall be secured on parity, and to add a5 a
Mortgagee and secured party hereunder and under the Existing Mortgage (the Supplemental Mortgage and the
Existing Mortgage, hereinafter sometimes collectively referred to the "Mortgage"); and

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

Wheéreas, the Existing Mortgage provides the terms by which additional pari passu obligations may
be issued thersunder and further provides that the Existing Mortgage may be supplemented from time to {ime to
evidence that such obligations are entitfed to the security of the Existing Morigage and to add additional Mortgagees;
and

Whereas, by their execution and delivery of this Supplemental Mortgage the parties hereto do j
hereby secure the Additional Notes listed in Schedule "A" pari passu with the Outstanding Notes under the Existing
Mortgage (and do herebyadd __________as a'Mortgagee and a secured party under the Existing Mortgage}; and
Whereas, all acts necessary 10 make this Supplertiental Mortgage a valid and binding legat
instrument for the security of such notes and related obligations under the terms of the Mortgage, have been in al)
respects duly anthorized:

Now, Therefore, This Supplemental Mortgage Witnesseth: Thal 10 secure the payment of the
principal of (and premium, if’ any) and interest on all Notes issued hereunder according to (heir tenor and effeet, and

ERM-09.32-000-KY, Exhibit B, page | N
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the performance of all provisions therein and herein contained, and in consideration of the covenants herein
contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the Mortgagor has morigaged,
pledged and granted a continuing security Interest in, and by these presents does hereby grant, bargain, s¢ll, alienate,
remise, release, convey, assign, ransfer, hypothecate, plodge, set over and confirm, pledge and grant a continuing
security interest in for the purposes herginafter expressed, nnto the Mortgagees all property, rights, privileges and
franchises of the Moztgagor of every kind and deseription, real, personal or mixed, tangible and intangible, of the
kind or nature specifically mentioned herein or any other kind or nature, except any Excepted Property set forth on
Schedule "C" hereof owned or hereafter acquired by the Mortgagor (by purchase, consolidation, merget, donation,
construction, erection or in any other way) wherever locaied, including (without liritation) all and singular the

following:
! A, all of these fee and leasehold interests in real property set forth in Schedule "B" hereto, subject in
each case lo those matters set forth in such Schedule; and J
]
B. all of those fee and leaseheld inferests In real property set forth in Schedule "B" of the Existing !
Mortgage or in any restatement, amendment or supplement thereto, subject in each case to those !
matters set forth in such Schedule; and {
C. all of the kinds, types or items of property, now owned or hereafter acquired, described as :
Montgaged Property in the Existing Mortgage or in any restatement, amendment to supplement
thereto as Mortgaged Property.

11 is Further Agreed and Covenanted That the Original Mortgage, as previously restated, amended
or supplemented, and this Supplement shall constitute onc agreement and the partics hereto shall be bound by all of
the terms thereof and, without limiting the foregoing.

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

2. This Supplemental Mortgage is one of the Supplemental Mortgages contemplated by Aricle I of
the Original Mortgage.

3 The Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" herelo.
In Witness Whereof, as Mortgagor

[ACKNOWLEDGMENTS)

SAMPLE - NOT FOR EXECUTION

ERM-02-32-<000-KY, Exhibsit I3, page 2

Printed on: 3/5/2018 11:58 AM Printed By: Deputy



EXHIBIT 7
Page45 of 46

CARROLL COUNTY
M171 Pc712 !

Supplemental Mortgage Schedule A

Maximum Debt Limit and Other Information l

1. The Maximum Debt Limit is § ] !

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

3 The Outstaniding Notes referred (o in the fourth WHEREAS clause above are more particularly
deseribed as follows:

4, The Additional Notes described in the sixth WHEREAS clanse above are more particularly
described as follows:

ERM-09-32-000-KY, Exhibit B, page 3
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Supplemental Mortgage Schedule B
Property Schedule

The fee and leagehold interests In real property referred to in Clause A of
the Granting Clause are described as follows:

[ 1. A certain tract of land described in a certain deed dated April 12, 1957, by
E.P. Maynahon and Obera L. Maynahon, his wife, as grantor to Shelby Rural
Electric Cooperative Corporation as grantee, and recorded in the office of the
County Court Clerk of Shelby County In the State of Kentucky in Deed Book
144, on Page 251,

2, A certain tract of land described in a certain deed dated August 16, 1871, by
Wayland M. Watkins and Barbara Watking, his wife, and Frances B. Watkins,
widow, mother of Wayland M. ¥Vatkins, #s grantor, o Shelby Rural Electric
Cooperative Corporation as gran Ed ecotded in the office of the county

Court Clerk of Henry County, t atp of Kentucky in Deed Book 117,
Fage 276. p

3. Leasehold interest in Sulte

%d rd Professionat Building No. 1,
- Kentucky Highway 42 and Ch

dford, Kentucky.

2:%: ad or hereafter acquired.

4. All easements and easement righ

STATE OF KENTUCKY. County of Camall, SCT.

1, Marketsa Brock, Clerk of Caroll County, hcrcb?'

certify that the foregoing i & was this

day lpdged In my office for record, and Is, »}qth this
i ’ and the foregoing cestificate duly recorded in my

said offiee.
Witness my hond this \7‘1 day nf’DLL_yrﬁ

3 & FH ] : {1 SEAM, Clerk Tee lX),_SmeF“_%?&
500 Main Street « P:0, Box 1059 B e~ Tl Amount Collected D0
Shelbyville, KY 40068 : Recolpt Nutnber

b BII0 ek
kelta B . Dun
gﬁﬁ&nﬂ&ﬁ?{mﬁ%ﬂﬁ
-

STATE OF KENTUCKY, COUNTY OF CARIIQOLL, SCT.

1, Afoo W Morsh, CarllGotnty e do
shows a bua and correct cop;?f meq?';l“a"{{ﬂ!g the foragolg record

88 record appears in this affice In Book [ o

;1) r Wy hand and seal of o i STH doy of
wg'[ﬁlz 3., at Camolton, Camol Counly, Kentuchy
Al I_F:E W. MARSH, CARROKL COUNTY CLERK
Y.L/ i X

<
LM B0,
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