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RUS PROJECT DESIGNATION: .. 

KENTUCKY 3Q.AT44 SHELBY 

RESTATED MORTGAGE 
AND 

SECURITY AGREEMENT 

made by and among 

SHELBY ENERGY COOPERATIVE, INC. 
620 Old Finchville Road 

Shelbyville, Kentucky 40065, 

Mortgagor, and 

UNITED STATES OF AMERICA 
Rural Utilities Service 

Wa~hillgton, D.C. 20250·1500, 

Mortgagee, and 

NATIONAL RURAL UTIUTIES COOPERATIVE FINANCBCORPORATION 
2201 Cooperative Way 

Herndon, Virginia 20171.3025, 

Mortgagee 

Dated as of November I, 2005 

THIS INSTRUMENT GRANTS A SECURffY INTEREST IN A TRANSMTITING UTILITY. 
TI-lE DEBTOR AS MORTGAGOR IS A TRANSMITIlNO Urn..tTY, 
nils INSTRUMENT CONTAINS PROVISIONS TIlATCOVER REAL AND PERSONAL PROPERTY, FIXTIJRr-.S, AFfER·ACQUffiED 
PROPERTY, PROCEEDS, f1JTURE ADVANCES AND FUTUR[l OaUGATION!). 
NOTICE - mm MORTGAGE SECURES CREDIT IN TIlE AMOUNT OF UPTO $100,000,000,00. 
INDEBTEDNn.'~s SECURBD HEREUNDER. INCLUDING FUTURE INDffilTIIDNESS, TOOE'JlffiR wrrn INTEREST, ARE SENIOR TO 
INDEBTlIDNESS TO OTHER CREDITORS UNDER MORTOAGF.S AND URNS FILED OR RECORDED SUBSEQUENT HERETO, 

nI~UMF.NT WAS PREPARED BY TERENCE M, BRADY, ASSISTANT GENBRAL CQ1)NSm.., AS ATIORNEY FOR UNITED 
51' DEPARTMENT OF AGRICULTURE, RURAl.1.munES SERVICE, WASHINGTON, D.C. 20;1:50-1500. 

/L r.... /., 
MORTGAGOR'S ORGANIZATIONAL IDEN1'iit54TION NUMBER IS 0048230. 

No.2 Qenemled: Octooor 4, 1:005 restrnQrt.vlh 12/3198 v5.14 wI UCC-I revisions 
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RESTATED MORTGAGE AND SECURITY AGREEMENT, dated as of Novembcr 1,2005 (hereinafter 
sometimes caJled this "Mortgage"), is made by and among SHELBY ENERGY COOPERATIVE, INC. (hereinafter 
called the "Mortgagor"). a corporation existing under the laws oflbe Conunonwealth of Kentucky, and the UNITED 
STATES OF AMBRICA acting by and through the Administrator of the Rural Uti1ities Service (hereinafter called 
the "Oovernment") and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORA nON 
(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 a11 other lenders pursuant to Article 
II of this Mortgage that enter ioto a supplemental mortgage in accordance with Section 2,04 of Article II hereof (the 
Government and CFC and any such other Jenders being herein sometimes collectively referred to as the 
"Mortgagees"), 

RECITALS 

WHEREAS, the Mortgagor, the Government (md CFC are parties to that certain Restated Mortgage and 
Security Agreement dated as of April I, 1998, as supplemented, amended or restated (the "Original Mortgage" 
identified in Schedule" A ~ of this Mortgage) origina1ly entered into among the Mortgag(lr, the Government acting by 
and through the AdminislIator of the Rural Electrification Administration, the predecessor of RUS, and CFC; 

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

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

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

WHEREAS, all acts necessary to make this Mortgage Il vaUd and binding legal instrument for the security 
of such notes and obligations, subject to the terms of this Mortgage, have been in all respects duly authorized; 

NOW, THEREFORE, THIS MORTGAGE WITNESSETH: That to secure the payment of the principal of 
(and premium, if any) and interest on the Original Notes and aU Notes issued hereunder according to their tenor and 
effect. and the performance of all provisions therein and herein contained, and in consideration of the covenants 
herein contained, the purchase or guarantee of Notes by the guarantors or holders thereof, and other good and 
valuabJe consideration, the Mortgagor has mortgaged, pledged and granted a continuing security interest in, and by 
these presents does hereby grant, bargain, sell, alienate, remise, release, convey, assign, transfer, hypothecate, 
pledge, set over and conf1tm, pledge, and grant a continuing security interest and lien in for the purposes hereinafter 
expressed, unto the Mortgagees aU property, assets, rights, privileges and franchi.ses 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 NA TURB, except any Excepted Property, now owned or hereafter acquired or arising 
by the Mortgagor (by purchase, eonsoUdation, merger, donation, construction, erection or ill any other way) 
wherever located, including (without limitation) all an~ singular the following: 

GRANTING CLAUSE FIRST 

A. all of those fee and leasehold interests in real property set forth in Schedule "8" hereto, subject in each case to 
those mattllfS set forth in such Schedule; 

B. all of the Mortgagor's inLerest in fixtures, easements. permits,liccnscs and rights~of~way comprising real 
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property. and all other interests in real property, comprising any porllon of the Utility System (as herein 
defined) located in the CountieR listed in Schedule "B~ hereto; 

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

D. 

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

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

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

(iv) for the transmission of electric power and energy by or on behalf of the Mortgagor and having an 
original term in excess of 3 years, including in respect of Dny of the foregoing. any amendments. 
supplements and replacements thereto; 

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

j 

j 
ALSO ALL OTHER PROPERTY, real estate. lands, easements. servitudes. licenses. pennilS. allowances, 

consents, franchises. privileges, rights of way and other rights in or relating 10 real estate or the occupancy of the 
same; all power sites, storage rights, water rights, water locations, water appropriations. ditches, flumes. reservoirs. 
reservoir sites, canals, raceways, waterways, dams, dam sites, aqueducts, and all other rigbts or means for 
appropriating. conveying, storing and supplying water; aU rights of way and roads: aft plants for the generation of 
electric and other forms of energy (whether now known or hereafter developed) by steam, water, sWllight, chemical 
processes andlor (without Limitation) all other sources of power (whether now known or hereafter developed); all 
power houses, gas plants. street lighting systems, standards and other equipment incidental thereto; aU telephone. 
radio. television and other communications. image and data transmission systems, air conditioning systems and 
equipment incidental thereto, water wheels, waterworks. water systems, steam and hot water plants. substations, 
lines. service and supply systems, bridgcs, culverts. tracks. ice or refrigerati()fl plants and equipment, offices, 
buildings and other structures and the equipment thereto, all machinery. engines. boilers. dynamos, turbines, electric, 
gas and other machines, prime movers, regulators, meters, transronners. generators (including, but not limited to, 
cngine-drlven generators and turbo generator units), motors, electrical, gas and mechanical appliances, conduit'l, 
cables, water, steam, gas or other pipes. gas mains and pipes. service pipes • .fittings, valves tuld 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 pennits; all emissions allowances: an tines for 
the transmission and distribution of electric current and other forms of energy, gas, steam, water or communications, 
images and data for any purpose including towers, pole$, wires, cables. pipes, conduits. ducts and all apparatus ror 
use ill connection 'therewith. and (except as hereinbefore or hereinafter expressly excepted) all the right, titlc and J 
interest of the Mortgagor in and to all other property of any kind or nature appertaining to andlor used and/or 
occupied audlor employed in connection with any property hereinbefore described, but in all circumstances 
excluding Excepted Property; 

GRANTING CLAUSE SECOND 

With the exception of Excepted Property, all right, title and interest of the Mortgagor in. to and under all 
personal property and fixtures of every kind and nature inchKiing without limitation all goods (including inventory, 
equipment Dud any accessions thereto). instruments (including promis~ory notes). documents. accounts, chattel 
paper, electronic chattel paper, deposit accounts (including, but not limited to, money held in a Ir\lst account 
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pursuant hereto or to a loan agreement),letter.of-credit rights, investment property (including certificated and 
uncertificated securities, security entitlements and securities accounts), software. general intangibles (including, but 
not limited to, payment intangibles), supporting obligations, any other contract rights or rights 10 the payment of 
money, insurance claims, and proceeds (as such terms are presently or hereinafter defined in the applicable uec; 
provided, however that the tcnn "instrument" shall be such term as defined in Article 9 of the applicnble uec rather 
than Article 3): 

GRANTING CLAUSE TIlIRD 

With the exception of Excepted Property. all right, title and interest of the Mortgagor in, to and under any 
and al1 agreements, Iea'les or contracts heretofore or hereafter executed by and between the Mortgagor and Dny 
person, fum or corporation relnting to the Mortgaged Property (including contracts for the lease, occupancy or sale 
of the Mortgaged Property, or any portion thereof); 

GRANTING CLAUSE FOURTH 

With the exception of Excepted Property, a1l right title and interest of the Mortgagor -in, to and under any 
and all books, re(:ords and CQl'J'espondence relating to the Mortgaged Property, including, but not limited to all 
records,.ledgers,lea'leS and computer and automatic 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 otherwJse necessary or helpful in the coUection of or realization 
on the Mortgaged Property; 

GRANTING CLAUSE FIFTH 

All other property, real, persona] or mixed, of whatever kind and description and wheresoever situated, 
including without limitation goods, accounts, money held in a trust account pursunnt hereto or to a loan agreement, 
and general intangibles now owned or whlch may be hereafter acquired by the Mortgagor, but excluding Excepted 
Property, now owned or which may be hereafter acquired by the Mortgagor, it being the intention hereof that all 
property, rights, privileges, allowances and franchises now owned by the Mortgagor or acquired by the Mortgagor 
after the date hereof (other than Excepted Property) shal] be as fully embraced within and subjected to the lien hereof 
as if such property were specifically described herein: 

GRANTING CLAUSE SIXTH 

Also any E)(cepted Property that may, from time to time hereafter, by delivery or by writing of any kind, be 
subjected 10 the )jen hereof by the Mortgagor or by anyone in its beha1f; and any Mortgagee is hereby authorized to 
receive the same at any time as additional security hereunder for the benefit of all the Mortgagees. Such subjection 
to the lien hereof of any Excepted Property as additional security may be made subject to any reservations, 
limitations or conditions whlch shall be sel forth in a written instrument executed by the Mortgagor or the person so 
acting in its behalf or by such Mortgagee respecting the use and disposition of such properly or the proceeds thereof; 

GRANTING CLAUSE SEVENTH 

Tog:etbcr with (subject to the rights of the Mortgagor set forth in Section 5.01) aU and singular the 
tenements, hereditaments and appurtenances belonging or in anywise appertaining to the aforesaid property or any 
part thereof. with the reversion and reversions, remainder and remainders and all the tolls, earnings, rents, issues. 
profits, revenues and other income, products and proceeds of.the property subject~ or requlred to be subjected to 
the lien of this Mortgage, and aU other property of any nature appertaining to any of the plants, systems, business or 
operations aftho Mongagor, whether or nOl aftlxed to th~ realty, used in the operation of any of the premises or 
plants or the Utility System. or otherwise, wWch are now owned or acquired by the Mortgagor, and nil lite estate, 
right. title and interest of every nature whatsoever, at law as well as ill equity, of the Mortgagor in and to the same 
and every part thereof (other than Excepted Property with respect to any of the foregoing). 
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EXCEPTED PROPERTY 

'Iltere is, however, expressly excepted and excluded from the lien and operation of this Mortgage the following 
described property of the Mortgagor, now owned or hereafter acquired (herein soriletimes refeITed to as "Excepted 
Property"): 

A. all shares of stock, securities or other jntercsts of the Mortgagor in the National Rural Utilities Cooperative 
Finance Corporation and eoBank, 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 as being subjected to the lien 
hereof; 

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

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

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

E. all leasehold interests for offICe purposes; 

F. aH leasehold interests of the Mortgagor under leases for an original tenn (including any period for which the 
Mortgagor shall have a right of renewal) of less than five (5) years; 

O. all timber and crops (both growing and harvested) and all coal. ore, 8M, oj] and other minerals (both in place or 
severed); 

H. thc lasl day of the term of each leasehold estate (oral Of written) and any agreement therefor, now or hereafter 
enjoyed by the Mortgagor and whether falling within a seneral or spccific description of property herein: 
PROVIDED, HOWBVER, that the Mortgngor covenants and agrees that it will hold each such last day in trust 
for the usc and benefit of all of the Mortgagees and Noteholders and that it will dispose of each such last day 
from time to time in accordance with such written order &'1 the Mortgagee in Hs discretion may give; 

I. all pennits, licenses, franchises, contracts. agreements, contract rights and other right~ not specifically subjected 
or required to be subjected to the Hen hereof by the express provisions of this Mortgage, Whether now owned or 
hereafter acquired by the Mortgagor, which by their tenns Ot by reason of applicable law would become void or 
voidable if mortgaged or pledged hereunder by the Mortgagor, or which cannot be granted, conveyed, 
mortgaged, transferred or assigned by this Mortgage without the consent of other parties whose consent has 
been withneld. or without subjecting any Mortgagee to a liability not otherwise contemplated by the provisions. 
of this Mortgage, or which otherwise mny not be, hereby tawfulIy and effectively granted, conveyed. 
mortgaged. transferred and assigned by the Mortgagor; and 

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

PROVIDED, HOWEVER, that (i) if, upon the occurrence of an Event of Default, any Mortgagee, or any 
receiver appointed pursuant to statutory provision or order of court,. shaH have entered illto possession of all or 
substantially all of the Mortgaged Property, all the Excepted Property described or referred to in the foregoing 
Subdivisions A through H, inclusive, then owned or thereaftcr acquired by the Mortgagor shall immediately, and, in 
the case of any Excepted Property described or referred to in SlIbdivisions 1 through J, inclusive. upon deOl8lld of 
any Mortgagee or such receiver. become subject to the lien hereof to the extent permitted by law, and any Mortgagee 
or such receiver may, to the extent permitted by law, at the snme 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 substnnLially all of diG Mortgaged 
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 /.IS hereinabove set forth. 

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

HABENDUM 

TO HA VB AND TO HOLD a1l said property, righlS, privileges and franchises of every kind and description. 
real, personal or mixed. hereby and hereafter (by supplemental mortgage or otherwise) granted. bargained, sold, 
aliened, remised. released, conveyed, assigned, transferred. mortgaged, encumbered, hypothecated, pledged, set 
over, confumcd. 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 nny cash and 
securities hereafter deposited with any Mortgagee (other than any such cash, if any, which is specifically stated 
herein not to be deemed part of the Mortgaged Property). being herein collectively called the ~Mortgaged Property") 
Unto the Mortgagees and the respective assigns of the Mortgagees forever, to secure equaJIy and ratably the payment 
of the principal of (and premium, if any) and interest on the Notes, according to their lenns, 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 10 secure the due perfonnance of a11 of the 
covenants, agreements and provisions herein and in the Loan Agreements contained, and for the uses and purposes 
and upon the terms. conditions, provisos and agreements hereinafter expressed and declared. 

SUBJECr, HOWEVER, to Permiued Encumbrances (as defined in Section 1.01). 

SectIon 1.01. 

ARTICLE I 

DEFINITIONS & OTHER PROVISIONS OF GENERAL APPLICATION 

Definitions, 

In addition to the terms defined elsewhere in this Mortgage, the tenus defined in this Article I shall 
have the meanings specified herein and under the uee, unless the context clearly requires 
otherwise. The lOOns defined herein include the plural as well as the singular and the singular as 
well as the plural. 

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

Additional Notes shall mean nny Government Notes issued by the Mortgagor to the Govcrument 
or guaranteed or insured lIS to payment by the Oovernment and any Notes issued by the Mortgagor 
to any other lender, in either case pursuant to Article II of this Mortgage, including any refunding, 
renewal, or substitute Notes or Government Notes which may from time to time be executed and 
delivered by the Mortgagor pursuant 10 the terms of Article II. 

Board sha11 mean either the Board of Directors or the Board of Trustees, as the case omy be, of 
the Mortgagor. 

Business Day shall mean any day that the Government is open for business. 
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Debt Service Coverage Ratio c'pse") shall mean the ratio detennined as follows: for each 
calendar yew add 

(1) Patronage Capital or Margins of the Mortgagor, 

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

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

Depreciation and Amortization Expenstshall mean an amount constituting the depreciation and 
amortization of the Mortgagor as computed pursuant to Accounting Requirements. 

J 

Electric System shall mean, and shall be broadly construed 10 encompass and include. an of the J 
Mortgagor's interests in all electric production, transmission, distribution, conservation, load 
management, general plant and other related facilities. equipment or property and in any mine, 
well, pipeline, plant, structure Or other facility for me development, production, manufacture. 
storage, fabrication or processing of fossil. nuclear or other fuel of any ldnd or in llJly facility or 
rights with respect to lhe supply of water, in each case for use, in whole or in major part, in any of 
the Mortgagor's generating plants, now existing or hereafter acqu,ired by lease, contract, purchase 
or otherwise or constructed by the Mortgagor, including any interest or participation of the 
Mortgagor in any such facilities or any rights to the output or capacity thereof, together with all 
additions, hettennents, extel1llions and improvements to such Electric System or any part thereof 
hereafter made and together with a11Iands, eas,ements and rights..of-way of the Mortgagor and all 
othl,W works, property or stl'Uctures of the Mortgagor and contract righl~ and other tangible and 
intangible assets of the Mortgagor used or useful in connection with or related to such ·Electric 
System, including without limitation a contract right or other contractual arrangement referred to in 
Granting Clause First, Subclause C, but excluding any Excepted Property. 

Environmental Law and Environmental Laws shan mean all federal, state. and local laws, 
regulations, and requirements related to protection of human health or the environment, including 
but not limited to the Comprehensive Environmental Response. Compensation and LiabiUty Act of 
1980 (42 U.S.C, 9601 et seq.), the Resource Conservation and Recovery Act (42 U.S.C. 6901 ct 
seq.), the Clean Water Act (33 U,S.C, 125] et seq.) and the Clean Air Act (42 U.S.C. 7401 et 
seq,). and any amendments Ilnd implementing regulations of such acts. 

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

Eyent ofnefauit shall have the meaning specified in Section 4,01 hereof. 

Excepted Property shall have the meaning stated in the Granting Clau.'les. 

Government shall menn the United States of America acting by and through the Administrator of 
RUS or REA and shall include its successors and a'lsigns. 

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

Interest EXPense shalt mean an amount constituting the interest expense of the Mortgagor as 
computed pursuant to Accounting Requirements. 

!Jm shall mean any statUtory or common law or non~consensual mortgage, pledge, security 
interest, encumbrance, lien, right of set off, claim or charge of any kind, including, without 
limitation. any conditional sale or other title retention transaction, any lease transaction in the 
nature thereof and any secured transaction under the vee. 

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-Tonn Debt pursuant to 
Accounting Requirements. 

Long-Tenn Lease shall mean a lease having an unexpired term (taking into account terms of 
renewal at the option of the lessor, whether or not such lease has previously been renewed) of more 
than 12 months . 

.M.!.r:aim shall mean the sum of amounts recorded as operating margins and non-operating margins 
as computed in accordance with Accounting Requirements. 

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

MoMge shaU mean this Restated Mortgage and Security Agreement, including any amendments 
or supplements thereto from time to time. 

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

Mortgagee or Mortgagees shall mean die parties identified in the first paragraph of this 
inslnlmeot as the Mortgagees, as well a,<; any and all other entities that become a Mortgagee 
pursunnt to Article II of this Mortgage by entering Into a supplemental mortgage in accordnnce 
with Section 2.04 of Article II hereof. The tenn 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 Accounling Requirements. 

Note Dr Notes shall mean one or more of the Goverrunent Noles, and ony other Notes which may. 
from time to time. be secured under this Mortgage. 

Noteholder or NotehQlders shall mean one or more of the holders of Notes secured by this 
Mortgage; PROVIDED, however, that in the case of any Notes that have been guaranteed or 
insured as to payment by the Government, as to such Notes. Noteholder Of Noteholders shall mean 
the Government, exclusively, regardless of whelher such Notes are in Ihe possession of the 
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Government. 

Original Mortgage means the instrument(s) identified as such in Schedule "A" hereof. 

Original Notes shaH mean the Notes listed 011 Schedule "A" hereto as such, such NoleS being 
instruments e'Yldencing outstanding indebtedness of the Mortgagor (i) to the Government 
(including indebtedness which has been issued by the Mortgagor to 11 third party and guaranteed or 
insured as to payment by the Government) and (u) to each other Mortgagee on the date of this 
Mortgage. 

Outstanding Note! shall mean as of the date of determination, (1) all Noles theretofore issued, 
executed and delivered to any Mortgagee and (ii) any Notes guaranteed or insured as to payment 
by the Government, ~ (a) Notes referred to in clause (i) or (ii) for which the principal and 
interefit have been fully paid and which have been canceled by Ute Noteholder, and (b) Notes the 
payment for which ha~ boon provided for pursuant to S~tion 5.03. 

Pennittcd Dcbt shall have the meaning specified in Section 3,08. 

Permitted Encumbrances shall mean: 

(t) as to the property specifically described in Granting Clause First, the restrictions, ex.ceptions, 
reservations, conditions, limitations. interest"! and other matters which are set forth or referred to in 
such descriptions and each of which fits one or more of the clauses of this definition, PROVIDED, 
such matters do not in the aggregate materially detract from the value of the Mortgaged Property 
taken as a whole and do not materially impair the use of such property for the purposes for which it 
is held by the Mortgagor; 

(2) liens for taxes, assessments and other governmental charges which are not delinquent; 

(3) liens for taxes, asscssmenlS and other governmental charges already delinquent which are currently 
being contested in good faith by appropriate proceedings; PROVIDED the Mortgagor shan have 
set uside on its books adequate reserves with re!\pect thereto; 

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

(5) 

(6) 

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

easements and similar rights granted by the MOl'rgagor over or in respect of any Mortgaged 
Property, PROVIDED that in the opinion of the Board or a duly authori~d officer ofthe 
Mortgagor suck grant wilJ not impair the usefulness of such property in the conduct of the 
Mortgagor's business and will not be prejudiciaJ to the interests of the Mortgagees, and similar 
rights granted by any predecessor in tide of the Mortgagor; 

(7) easements, leases, reservations or other rights of others in any property of dle Mortgagor for 
streets, roads, bridges, pipes, pipe lines, railroads, electric transnrlssion and distribution lines, 
telegraph and telephone lines, the removal of oil, gas, coal or other minerals and other similar 
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purposes, flood rights, river coolIol and development rights, sewage and drainage rights, 
restrictions against polluti(')fl and zoning laws and minor defects and irregularities in the record 
evidence of title, PROVIDED that such easements, leases, reservations, rights, restrictions, laws, 
defects and irregularities do not materially affect the marketability of title to such properly and do 
not in the aggregate materially impair the use of the Mortgaged Property taken as a whole for the 
purposes for w~ich it is held by the Mortgagor; 

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 tWs definition, securing indebtedness neither created. 
assumed nor guaranteed by the Mortgagor nor on account of which it customarily pays interest, 
which liens do not materially impair the use of such easemellts or rights of way for the purposes for 
which they are held by the Mortgagor; 

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

(10) tenninable or short tenn leases or permits for occupancy. which leases or permits expressly grant 
to the Mortgagor the right to terminate them at any time on not more than six months' notice and 
which occupancy does not interfere with the operation of the business of the Mortgagor; 

(II) any lien or privilege vested in any lessor, licensor or pennittor for rent to become due or for other 
obligations or acts to be pcrfonned. the payment of which relll or performance of which other 
obUgations or acts is required under leases, subleases, licenses or permits, so long as the payment 
of such rent or the perfonnance of such other obligations or acts is not delinquent; 

(12) liens or privileges of any employees of the Mortgagor for salary or wages earned but not yet 
payuhle; 

(13) the burdens of any law or governmental regulation or permit requiring the Mortgagor to maintain 
certain facilities or perfonn certain acts as a condition of its occupancy of or interference with any 
pubUc lands or any river or stream or navigable waters; 

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

(1S) rights reserved to. or vested in, any municipality or governmental or other public authority to 
control or regulate any propeny of the Mortgagor, or to use such proporty 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; 

(16) any obligations or duties, affecting the property oftbe Mortgagor, to any municipality or 
governmental or Odlef pubUc authorily with respect to any franchise, grant, license or pennit; 

(17) any right which any municipal Of governmental authority may have by virtue of aay franchise, 
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license, contract or statute to purchase, or designate 0 purchaser of or order the srue of. any, 
property of the Mortgagor upon payment of cash or reasonable compensation therefor or to 
tenninate any franchise, license or other rights or to regulate the property and business of the 
Mortgagor; PROVIDED, HOWBVER, that nothing in this clause 17 is intended to waive any 
claim or rights that the Government may otherwise have under Federal laws; 

(18) as to properties of other opera.ting electric companies acquired after the date of this Mortgage by 
the Mortgagor as permitted by Section 3,10 hereof. reservations and other matters as to which such 
properties may be subject as morc fully set forth in such Section; 

(19) 

(20) 

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

liens arising out of any defell!~ed mortgage or indenture of the Mortgagor; 

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

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

(23) purchase money mortgages pemrltted by Section 3.08; 

(24) the Original Mortgage; 

(2~) this Mortgage. 

ERM-09-32-000-KY 

Property Additions shall mean Utility System property as (0 which the Mortgagor shall provide 
Title Evidence and which shall be (or, if retired, shall have been) subject to the lien of this 
Mortgage, which shall be properly chargeable to the Mortgagor's C1tility plant accounts under 
Accounting Requirements (including property constructed or acquired to replace retired property 
credited to such accounts) and which shall be: 

(I) 

(2) 

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

'used or useful in the utility business of the Mortgagor conducted with the properties 
described in the Granting C1auses of this Mqrtgage, even though separate from nnd not 
pbysically connected with mch properties. 
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"Property Additions" shall rusa include: 

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

(4) property located or conslnlcled 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 govornmental body having jurisdiction in the premises or by the law of the 
State in wWch such property is located to maintain and operate such property for an 
unlimited, indetenninate or indefinite period or for the period, if any, specified in such 
permit, license or franchise or law and to remove such property pt the expiration of the 
pe-rioo. covered by such pennlt.license or franchise or law, or if the tonos of such 
pennit, license, franchise or law require any public anthority having the right to take 
over such property to pay fair consideration therefor. 

"Property Mditions" shaD NOT include: 

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

(b) any shares of stock or indeblCdness or certificates or evidences of interest therein 
or other secwities. or 

(c) any plant or system or other property in which the Mortgagor shall acquire only 
a leasehold interest, or any bettennellts, extensions, improvements or additions 
(other thnn movable physical personal property which the Mortgagor has rhe 
right to remove). of. upon or to any plant or system or other property in which 
the Mortgagor shall own only a leasehold interest unless (j) the term of the 
leasehold interest in the properly to which such betterment, extension, 
improvement or addition relates shall extend for al1easl75% of the useful life of 
such bcttennent. extension. improvement or addition and (ii) the lessor shall 
have agreed to give the Mortgagee reasonable notice and opportunity 10 cure any 
default by the Mortgagor under such lease and not to disturb any MortgElgee's 
possession of such leasehold eslate in the event any Mortgagee succeeds to the 
Mortgagor's interest in such lease upon any Mortgagee's exercise of any 
remedies under this Mortgage so long as there is no default in the perfonnance 
of the tenant's covenants contained therein, or 

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

Prudent Utility Practice shall mean allY of the practices, methods and acts whicb. in the exercise 
of reasonable judgment, in lignt of the fucts, 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 che lime the decision wa.'l made, would have been expected to accomplish the 
desired result consistent with cosHffuctiveness, reliability. safety and oxpedition. It is recognized 
that Prudent Utility Practice is not intended to be limited to optimum practice. method or act to the 
exclusion of all others, but rather is a spectrum of possible practices, methods or acts which could 
have been expected to accomplish the desired result at the lowest reasonable cost consistent with 
cost-effectiveness, reUability, safety and expedition. 

REA shall mean the Rural Electrification Administmtion of the United States Department of 

Puge 11 

• 



EXHIBIT 7
Page13 of 46

ERM.Q9·32-OQ().KY 

CARROLL COUNTY 

l1li'171 PG 680 

Agriculture, the predecessor of RUS, 

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

Restricted Rentals shall mean.all rentals required to be paid under finance leases and charged to 
income, exclusive of any amounts paid under any such lease (whether or not designated therein as 
rentnl or additional rental) fOf maintenance or repairs, insurance, taxes, assessments, water rates or 
similar charges. For the purpose of this definition the tenn "finance lease" shall mean any lease 
baving a rental tenn (including the tenn for which such lease may be renewed or extended at the 
option OftllC lessee) in excess of3 years and covering property having an initial cost in excess of 
$250.000 other than aircraft, ships. barges. automobiles. trucks. trailers. rolling stock and vehicles: 
office. garage and warehouse space; o!fice equipment and computers, 

J 

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

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

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

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

Times Interest Earned Ratio ("TIER") shall mean the ratio detennincd as follows: for each 
calendar ycar: add (i) patronage capjtal or margins of the Mortgagor and (iI) Interest Expense on 
Tota1 Long" Tenn Debt of the Mortgagor lind divide the tola! so ob1ained by Interest Expense on 
Total Long-Tenn Debt of the Mortgagor, providcd, however, that in computing Interest Ex-rense 
on Total Long~ Term Debt, there shall be added. to the extent not otherwi!>c included, an amount 
equal to 33" 1/3% of the excess of Restricted Rentals paid by the Mortgllgol' over ~% of the 
Mortgagor's Equity. 

Title Evidence shall mean with respect to any real property: 

(1) an opinion of counsel to the effect that the Mortgagor has title, whether fairly deducible of 
record or based upon prescriptive rights (or, as to persnnal property. based on such 
evidence as cOllnsel shall determine to be sufficient), as in the opinion of cOllnsel is 
satisfactory for the use thereof in connection with the operations of the Mortgagor, and 
counsel in giving such opinion may disroganl any irregularity or deficiency in the record 
evidence of title which, in the opinion of such counsel, can be cured by proceedings 
wilbin the power of the Mortgagor or does not substantial1y impair the usefulness of such 
property for the purpose of the Mortgagor and may bnse slIch opinion upon counsel's own 
investigation or upon affidavits. certificates. abstracts of title. statements or investigations 
made by persons in whom such counsel has confidence or upon exanrination of n 
certificate or guaranty ortitl~ or policy of title insurance in which counsel has confidonce; 
0' 
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(2) a mortgagee's policy of title insurance in the amount of the cost to the Mortgagor of the 
land included in Property Additions, as such cost is detennined by the Mortgagor in 
accordance with the Accounting Requirements, issued in favor of the Mortgagees by an 
entity authorized to insure title in the states where the subject property ill 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 genera] manager or other 
duly authorized officer that the Mortgagor lawfully owns and is possessed of such 
property. 

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

Total Long. Teon Debt shall mean the total outstanding Jon~Henn debt of the Mortgagor as 
computed pursuant to Accounting Requirements. 

TotallJtility Plant shall mean the total of all property properly recorded jn the utility plant 
accounts of the Mortgago!', pursuant to Accounting Requirements. 

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

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

General Rules or Construction: 

a. Accounting terms not defined in Section 1.01 are used in this Mortgage in their ordinary 
sense and any compulations relating 10 such lenns shall be computed in accordance with the 
Accounting Requirements. 

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

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

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

a. In the case of any Notes that have been gua1'llllleed 01' insured as 10 payment by RUS, as to 
such Notes RUS shall be considered to be the Noteholder, exclusively, regardless of whether 
such Notes are in the possession of RUS, 

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

This Mortgage shall be construed in and governed by Federal law to the extent applicable, EU\d 
otherwise by the laws ofthe state listed on Scheduie "A" hereto: 

Notiees: 

All demands. notices. reports, approvals, designations, or directions required or permitted to be 
given hereunder sholl be in writing and shan be deemed to be properly given if sent by registered 
or certified mail, postage prepaid, or delivered by hand. or sent by facsimile transmission, receipt 
confumed, addressed to the proper party or parties at the addresses listed on Schedule PIA" hereto, 
and as to any other person, finn, corpomtion or governmental body or agency having an interest 
berein by reason of being a Mortgagee, at the last address designated by such person. finn, 
corpomtion, governmental body or agency to the Mortgagor nnd the other Mortgagees. Any such 
party may from time to time designate to each other a new address to w~ich demands. notices. 

J 

reports, approvals, designations or directions may be addressed. and from and after any such J 
designation the address designated shall be deemed to be the address of such party in lieu of the 
address given above. 

Additional Notes: 

ARTICLE n 

ADDITIONAL NOTES 

(a) Without the prior consent of any Mortgagee or any Noteholder, the Mortgagor may issue 
Additional Notcs to the Government or to another lender or lenders for the purpose of 
acquiring, procuring or constructing new or replacement Eligible Property Additions ilnd 
such Additional Notes wi1l thereupon be secured equally and ratably with the Notes if 
each of the following requirements are satisfied: 

(1) As evidenced by a certificate of an lndependent certified public accountant sent 
to each Mortgagee on or before the fIrst advance of proceeds from such 
Additional Notes: 

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

(H) 

(iii) 

(iv) 

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

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

The sum of the aggregate principal amount of such Additionru Notes 
(if any) that are not related La the Blecb'ic System if added to the 
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aggregate outstanding principal amount of all the ex.isting Notes (if 
any) that are nol related to the Electric System will not exceed 30% of 
the Mortgagor's Equity on a pro forma basis. 

(2) No Event ofDefauU has occurred and js continuing hereunder, or any event 
which with the giving of notice or lapse of lime or both would become an Event 
of Default bas occurred and is continuing. 

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

(4) The Mortgagor's general manager or other duly authorized officer shall send to 
each of the Mortgagees a certificate in substantially the fonn 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: 

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

(2) , Notes are considered to be "issued" on, and the date of "issuance" shaH be, the 
date on which they nTC executed by the Mortgagor; and 

(3) For purposes of calculating the pro forma raLios in subparagraphs (8)(1 Xii) and 
(iii), the values for Total Long Term Debt and Total Assets before debt issuance 
and the values for Equity and Net Utility Plant shall be the most recently 
available end"of~month figures preceding the issuance of the Additional Notes. 
but in no case for a month ending more than 180 days preceding such issuance. 

Refunding or Rellntmcing Notesl 

The Mortgagor shall also have the right withoutlhe cOlUlent of any Mortgagee or any Noteholdcr 
to issue Additional Notes for the purpose of refunding or refinancing any Notes so long as the total 
amount of outstanding indebtedness evidenced by such Additional Note or Notes is not greater 
than 105% of the then outstanding principal balance oftho Nole or Notes being refunded or 
refinanced. PROVIDED, HOWEVER, that the Mortgagor may not exercise its rights under Ihis 
Section if an Event of Default has occurred and is continuing, or any event which with the giving 
of notice Of lapse of time or both would become an Evenl of Default has occurred and is 
continuing. On or before the frrst 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 Ihis Section 2.02 will thereupon be secured equally and ratably with the 
Notes. 
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Other Additional Notes: 

With the prior written consent of each Mortgagee, the Mortgagor may issue Additional Notes to 
the Government or any lender or lenders, which Notes will thereupon be secured equally and 
ratably with Notes without regard to whether any of the requirements of Sections 2.01 or 2.02 are 
satisfied. 

Additional Lenders Entitled to the Benefit of This Mortgagel 

Wilhout the prior consent of any Mongagee or any Noteholder, each new lender designated as a 
payee in lIfty Additional Notes issued by the Mortgagor pursuant to Section 2.01 or 2.02 of this 
Mortgage shall become a Mortgagee hereunder upon the execution and delivery by the Mortgagor 
and such lender of a supplemental mortgage hereto designating such lender as a Mortgagee 
hereunder. Such new lender shall be entitled to the benefitli of this Mortgage without further act or 
deed. Each Mortgagee and each person or entity that becomes a Lender pursuant to Section 2..01 or 
2.02 of this Mortgage shall, upon the request of the Mortgagor to do so, execute and deliver a 

J 

~upplement to this Mortgage in substantially the fonn set forth in Section 2.05 to evidence the J 
addition of such new lender as an additional Mortgagee entitled to the benefits of this Mortgage. ' 
The failure of any e~isting Mortgagee to enler into such supplemenlal mortgage shall not deprive ' 
the new lender of its rights under this Mortgagc~ provided that such additional indebtedness 
otherwise coofotms in all respects with the requitements for issuing Additional Notes under this 
Mortgage. 

Form of Supplemental Mortgage: 

(n) The fonn 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 nssurnnce that 
such Additional Notes will be secured 'by the lien of the Mortgage. an instrument 
substantially in the fonn oCthe supplemental mortgage attached as Ex-hibit B may be used. 

(c) In the event that the Mortgngor issues Additional Notes pursuant to Section 2_03 Lo either 
an existing Mortgagee or,a new lender, in either case with the prior written consen1 of 
each Mongagee, then an instnlment substantially in tlie fonn of the supplemental 
mortgage attached as Exhibit B may also be used. 

ARTICLE m 

PARTICULAR COVENANTS OF THE MORTGAGOR 

Payment of Debt Service on Notes: 

The Mortgagor will duly and punctually pay the principal, premium, if any, and interest on the 
Notes in accordance with the terms of the Notes, the Loan Agrecmcnt~, this Mortgage and nny 
Supplemental Mortgage authorizing such Notes, 
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Section 3.02. . Warranty of Title: 

Section 3.03. 

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

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

(c) The Mortgagor hereby does and will forever warrant and defend the title to the property 
specifically described in GrantIng Clause First aglUnst the claims aod demands of wi 
persons whorno;oever, except Permitted Encumbrances. 

Afte .... Aequired Property; Further Assurances; Recording; 

(a) All property of every kind, other than Excepted Property, acquired by the Mortgagor after the 
date hereof, shall, immediately upon the acquisition thereof by the Mortgagor. and wilhout 
any further mortgage, conveyance or assignment. become subject to the lien of this Mortgage; 
SUBJECT, HOWEVER, to Permitted Encumbrances and the exceptions, if any, to which atl 
of Ihe Mortgagees consent. Nevertheless, the Mortgagor will do, execute, acknowledge and 
deliver all and every such further acts, conveyances, mortgages, fimmcing statements and 
assurances as any Mortgagee shan require for accomplishing the purposes of this Mortgage, 
including, but not limited to, at the request of any Mortgagee, taking such actions and 
executing and delivering such documents as arc necessary under the Uniform Commercial 
Code or other applicable law to perfect or establish tile Mortgagees' first priority security 
interests in any Mongaged Property to the extent that such perfection or priority cannot be 
accomplished by the filing of a financing statement. 

(b) The Mortgagor will cause this Mortgage and all SupplementaJ Mortgages and other 
instruments of further assurance, including all financing statements covering security interests 

,in personal property, to be promptly recorded, registered and filed, and will execute and file 
such financing statements and cau~e to be issued and filed such continuation statements, all in 
such manner and in such places as may be required by law fu11y to preserve and protect the 
rights of all of the Mortgagees and Notcholders hereunder 10 aU property comprising the 
Mortgaged Property. The Mortgagor will furnish to each Mortgagee: 

(1) promptly after tbe execution and delivery of this instnnnent and of each SupplementaJ 
Mortgage or other instrument of further assurance, an Opinion of Counsel sUlling thllt, 
in the opinion of such Counsel, thIs instrument and a11 sllch Supplemental Mortgages 
and other in .. ~truments of further assurance have been properly recorded, registered find 
filed to the extent necessary to make effective the lien intended to be created by this 
Mortgage, and reciting the details of such action or refening to prior Opjnions of 
Counsel in which such details are given, and sUlling that all financing statements and 
continuation statements have been executed and filed Utat are necessary fuUy to 
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preserve and protect the rights of aU of the Mortgagees and Noteholders herellnder, Or 
stating that, in the opinion of such Counsel. no such action is necessary to make the lien 
effective; and 

(2) during the month of January in each year following the frrst D.l1niversary of the date of 
this Mortgage, an Opinion of Counsel, dated on or about the date of delivery, either 
stating that, in the opinion of such Counsel, such action has been taken with respect to 
the recording, registering, filing, te-recording, re-registering and re-filing of this 
instrument and of aU Supplemental Mortgages, financing statements, continuation 
slatelnents or other instruments of further assurances as is necessary to maintain tbe lien 
of this Mortgage (including the lien on any property acquired by the Mortgagor after the 
execution and delivery of this instrument and owned by the Mortgagor at the end of 
preceding cale~dar year) and reciting the details of such action or refelTing to prior 
Opinions of Counsel in which s\lCh detai1s are given. and stating that all fina.ncing 
statements and continuation statements have been exccuted and filed that are necessary 
to fully preserve and protect the righls of al1 of the Mortgagees and Noteholders 
hereunder, or staling thai, in the opinion of such Counsel, no such action is necessary to 
maintain such lien. 

Environmental Requirements and Indemnity: 

(a) The Mortgagor shall, with respect to an facUities wbich may be part of the Mortgaged 
Property, comply with all Environmental Laws. 

(b) The Mortgagor shall defend, indcJlIllify, and hold hannless each Mortgagee, its successors 
and assigns, from and against any and all liabilities, lossc,o;, damages, costs, expenses 
(including but not limited to reasonable attorneys' fees and expenses), causes of actions, 
administrative proceedings, sujt.~, claims, demands, or judgments of any nature arising out 
of or in connection with any matter related to the Mortgage Property and any 
Envjronmental Law, including but not limited to: 

(c) 

(1) the past, present, or future presence of any hazardous substance, contaminant, 
pollutant, or hazardous was~c on or related to the Mortgaged Property; 

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

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

Within 10 (len) business days after receiving knowledge of any liability, losses, damages, 
costs, expenses (including but not limited to reasonable attorneys' fees and expenses), 
cause of action, administrative proceeding, suit, claim, demand, judgment, lien, reportable 
event including but not lLmited to the relcaf>e of a hazardous substance, or potential or 
actual violation or non~COl1lpliance arising out of or in connection with the Mortgaged 
Property and /lay Environmental Law, the Mortgagor shan provide each Mortgagee with 
written notice of such mailer. With respect to any matter upon which it has provided such 
notice, the Mortgagor shall immediately take any and all appropriate actions to remedy, 
cure, defend, or otherwise afftrllUltively respond to the matter. 
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Payment of Taxes: 

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

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

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

Restrictions on Further EncumbranteB on Properly: 

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

R~trictions On Additional Permitted Debt: 

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

(I) 

(2) 

(3) 

(4) 

Additional Notes issued in compliance with Article II hereof; 

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

Restricted Renta1s in an amount not to exceed 5% of Equity during any 12 consecutive 
calendar monlh period; 

Unsecured lease obligations incllrred in the ordinary course of business except Restricted 
RentalS; 
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(5) Unsecured indebtedness for borrowed money; 

(6) Debt represented by dividends declared but not paid; and 

(7) Subordinated Indebtedness approved by each Mortgagee. 

PROVIDED, However, that the Mortgagor may incur PermiHed Debt without the consent of (he 
Mortgagee only 80 long as there exists no Event of Default hereunder and there has been no 
continuing occurrence which with the passage of time and giving of notice could become nn Event 
of Default hereunder_ 

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

Preservation of Corporate Existence and Franchl8est 

The Mortgagor will, so long as any Outs[8nding Notes exist. take or cause to be taken all such 
action as from time to time may be necessary to preserve its corpQrate existence and to preserve 
and renew all franchises, rights of way, easements, permits, and licenses now or hereafter to be 
granted or upon it conferred the loss of which would have a material adverse affect on the 
Mortgagor's financial condition or business, The Mortgagor will comply with all laws, ordinances. 
regulations, orders, decrees and other legal requirements applicable to it or its property the 
violation of which could have a material adverse affect on the Mortgagor's financial condition or 
business. 

Limitations on Consolidations and Mergers: 

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

(1) such consolidation, merger, conveyance or transfer shall be on such terms as shall funy 
preserve the lien and security hereof and the right" and powers of the Mortgagees 
hereunder; 

(2) 

(3) 

(4) 

the entity formed by such consolidation or with which the Mortgagor is merged or the 
corporation which acquires by conveyance or transfer the Mortgaged Property 
substantially as an entirety shall execute and deliver to the Mortgagees a mortgage 
s~pplementa1 hereto in recordable fonn and containing an assumption by such successor 
entity of the due and punctual payment of the principal of and interest on all of the 
Outstanding Notes and the performance and observance ·of every covenant and condition 
of this Mortgage; 

inunedialcly after giving effect to such transaction, no default hereunder shall have 
occurred nnd be continuing; 

the Mortgagor 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 compJied with; 
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(5) the Mortgagor shall have delivered to the Mortgagees an opinion of counsel in fonn and 
substance satisfactory to each of the Mortgagees; and 

(6) the entity formed by such consolidation or with which the Mortgagor is merged or the 
corporation which /lcquicts by conveyance or transfer the Mortgaged Property 
substantiaJly as an entirety shall be an entity -

(A) having Equity equal to .at least 27% of its Tota1 Assets on a pro fonna basis after 
giving effect to such transaction, 

(B) baving a pro fonna TIER of nol Jess than 1,25 and a pro Conna DSC of not less 
than 1.25 for each orllie two preceding calendar years, and 

(C) having Net Utility Plant equal to or greater than 1.0 times its Total Long~Tenn 
Debt on a pro fonna basis. Upon any consolidation or merger or any 
conveyance or transfer of the Mortgaged Property substantilllly as nn entirety in 
accordance with this subsection. the successor entity formed by such 
consolidation or with which the Mortgagor is merged or to which such 
conveyance or transfer is made shall succeed to. and be substituted for. and may 
exercise every right and power of, the Mortgagor under this Mortgage with the 
same effect as jf such successor entity had been named as the Mortgagor herein. 

Limitations on Transfers or Property: 

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

(1) there exists no Hvent 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 properly, 

(3) 

(4) 

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

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

(i) applied as a prepayment of aU Notes equally and ratably, 

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

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

Maintenance of Mortgaged Property: 

(a) So long as the Mortgagor bolds title to the Mortgaged Property, the Mortgagor will at aU 
times maintain and preserve the Mortgaged Properly which is used or useful in the 

Page 21 

• 

Printed on: 315/201811:58AM Printed By: Deputy 



EXHIBIT 7
Page23 of 46

Section 3.13. 

ERM·09·32-OOO-KY 

(b) 

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

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

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

Insurance; Restoration of Damaged Mortgaged Property: 

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

(b) 

(e) 

TIle foregoing Insurance coverage sha1l be obtained by means of bond and policy forms 
approved by regulatory authorities having jurisdiction, and, with respect to insurance 
upon any pari of the Mortgaged Property. shan provide that tile insurance shaH be payable 
to the Mortgagees as their interests may appeiU' by means of the standard mortgagee 
clause without contribution. Each policy or other contract for such insurance shall 
contain an agreement by the insurer thal. notwithstanding any right of cancellation 
reserved to such insurer, such policy or contract shall continue in force for at least 30 
days after written notice to each Mortgagee of cancellation. 

In the event of damage to or the destrUction or loss of any portion of the Mortgaged 
Property which Is used or useful in the Mortgagor's business and which shall be covered 
by insurance, unless each Mortgagee shall otherwise agrce.lhe Mortgagor shall replace or 
restore such damagcd. degtroyed or lost portion so that such Mortgaged Property shall be 
in substantially the same condition as h was in prior to such damage, destruction or loss. 

Page 22 

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

J 

J 

J 



EXHIBIT 7
Page24 of 46

[ 

Section 3.14. 

[ 

Section 3.15. 

ERM.Q9·32·OOI}-KY 

[ 

\ 

(d) 

CARROLL COUNTY 

M171 PG 691 

and shall apply the proceeds of the insurance for that purpose. The Mortgagor shan 
replace the lost portion of such Mortgaged Property or shan commence such restoration 
promptly after such damnge. destruction or loss shall have occurred and shall complete 
such replacement or restoration as expeditiously Wi practicable. and shall payor cause 10 
be paid out of the proceeds of such insurance a11 COSlS and expenses in connection 
therewith. 

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

Mortgagee Right to Expend Money to Protect Mortgaged Property: 

The Mortgagor agrees that any Mortgagee from time to time hereunder may, in its sole discretion, 
after having given 5 Business Days prior written nouce to die Mortgagor, but sha]) nol be obligated 
to, advance funds on behalf·of the Mortgagor, in order to insure the Mortgagor's compliance with 
any covenant. warranty, representation or agreement of the Mortgagor made in or pursuant to this 
Mortgage or any of tbe Loan Agreements, to preserve or protect any right or interest of the 
Mortgagees in the Mortgaged Property or under or pursuant to this Mortgage or any of tbe Loan 
Agreements, including without limitation, the payment of any insurance prcmiums 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 Dofauh 
with respect to which such advance is made nor reHeve the Mortgagor of any such Event of 
Default. The Mortgagor shall pay to a Mortgagee upon demand all such advances made by sucb 
Mortgagee with interest thereon at a rate equal to thaI on the Note having the highest interest rate 
but in no event shall sucb rate be in excess of the maximum rate permitted by applicable law. All 
such advances sball be included in the obligations and secured by the security intorest granted 
hereunder. 

Time Extensions for Payment of Notal: 

Any Mortgagee may, at any time or times in succession without notice to or the consent of the 
Mortgagor,.of any other Mortgagee, and upon sucb tenus as such Mortgagee mny prescribe, grant 
to any persOH, firm or corporation ~bo shall have become obligated to pay all or any pm of the 
principal of (and premium, if any) or interest on any Note beld by or indebtedness owed to such 
Mortgagee or wbo may be affected by the lien hcreby created, an extension of the time for the 
payment of sucb principal, (and premium, if any) or interest. and after any such extension the 
Mortgagor will remain liable for the payment of such Note or indebtedness to the same extent as 
though it had at the time of such extens.ion consented thereto in writing. 
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Application of Proceeds from Condemnation: 

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

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

(I) A certificate of a duly authorized officer of the Mortgagor requesting such 
release, describing tlu:l property to be released and stating that such property has 
been taken by eminent domain and that a11 conditions precedent herein provided 
or relating to such release have been complied with; and 

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

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

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

Righl:8 of Way, etc., Ne«ssary in nusiness: 

J 

J 

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

Limitations on Providing Free Electric Services: 

The Mortgagor will not furnish or supply or cause to be furnished or supplied any electric power, 
energy or capacity free of charge to any person, finn or corporation. public or private, and the 
Mortgagor will enforce the payment of any and all amounts owning 10 the Mortgagor by reason of 
the ownership and operation or the Utility System by discontinuing such use, output, capacity, or 
service, or by ftling suit therefor within 90 days after any such accouuts are due, or by both such 
discontinuance and by filing suit. 
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Keeping Boob; Inspection by Mortgagee; 

The Mortgagor will keep proper books, records and accounts, in which full and correct entries 
shall be ma4.e of all dealings or transactions of or in relation to the Notes and the Utility System, 
properties, business and affairs of the Mortgagor in accordance with the Accounting Requirements. 
The Mortgagor will at any and an times, upon the wriuen request of any Mortg~ee and at the 
expense of the Mortgagor, permit such Mortgagee by its representatives to inspect the Utility 
System and pr.opertics, books of account, records, reports and other papers of the Mortgagor and to 
take copies and extracts therefrom, and win afford and procure a reasonable opportunity to make 
IIny such inspection, and the Mortgagor will furnish to each Mortgagee any and all such 
information as such Mortgagee mtly request, with respect to the perfonnance by the Mortgagor of 
its covenants under this Mortgage, the Notes and the Loan Agreements. 

Maximum Debt Limit: 

Tbe Notes at anyone time secured by this Mortgage shall not in tl\e aggregate principal amount 
exceed the Max.imum Debt Limit. 

Autbori7.ation to File Finandng Statements: 

The Mortgagor hereby irrevocably authorizes the Mortgagee at any time and from time to time to 
file in any jurisdiction any initial financing statements and amendments thereto that: 

(8) Jndicate the Mortgaged Property (i) as all asscts of the Mortgagor or words of similar 
effect, regardless of whether any particular asset comprised 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 (lr with greater detail, and 

(b) Contain any other information required by the applicable vec for the sufficiency or filing 
office acceptance of any financing staloment or amendment, including, but not limited to 
(i) whether the Mortgagor is an organi1.ation, the type of organization nod any 
organizational identification number issued to the Mortgagor, and (ii) in the case of a 
financing statement filed as a fixture filing, a sufficient description of real property to 
which the Mortgaged Property relates. The Mortgagor agrees to furnish any such 
information to the Mortgagee promptly upon request. The Mortgagor also ratifies its 
authorization for the Mortgagee to have filed in any uee jUl'isdiction any like iDitiaJ 
financing statements or amendments thereto if filed prior to the date hereof. 

ARTICLE IV 

EVENTS OF DEFAULT AND REMEDIES 

Events of Default: 

Each of the following shall be an "Event of Default" under this Mongage: 

(n) 

(b) 

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) an)' Notc or Notes for more than five (5) 
Business Days after the same shall be required to be made; 

default shall be made in the due observance or perfonnance of any other of the covenants, 
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conditions or agreements on the part of the Mortgagor, in any of the Notes, Loan 
Agreements or in this Mortgage, and such default shall continue for a period of thirty (30) 
days after written notice specifying such default and requiring thc same to be remedied 
and stating that such notice is a "Notice of Default" hereunder shall have been given to 
the Mortgagor by any Mortgagee; PROVIDED, HOWEVER that in the case of a default 
on the terms of a Note or Loan Agreement of a particular Mortgagee, the "Notice of 
Default" required under thIS paragraph may on1y be given by that Mortgagee: 

(c) the Mortgagor shllli file a petition in bankruptcy or be adjudicated a bankrupt or 
insolvent. or shall make an assignment for the benefit of its creditors, or shaH consent to 
the appointment of a receiver of itself or of its property. or shaH institute proceedings for 
its reorganization or proceedings instituted by others for ils reorganization shall not be 
dismissed within sixty (60) days after the institution thereof; 

(d) 

(e) 

a receiver or liquidator of the Mortgagor or of any substantial portion of its property shall 
be appointed and the order appointing such receiver or liquidator shall not be vacated 
within sixty (60) days after the entry thereof; 

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

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

(g) any material representation or warranty made by the Mortgagor herein, in the Loan 
Agreements or in any certificate or financial statement delivered hereunder or thereunder 
shall prove 10 be false or misleading in any tnaterlal respect at the time made. 

Acceleralion of Maturity; Rescission and Annulment: 

(a) If an Event of Default described in Section 4.01(a) has occurred and is continuing, any 
Mortgagee upon which such default has occurred may declare ihe principal of all its 
Notes secured hereunder to be due and payable immediately by a notice in writing to the 
Mortgagor and to the other Mortgagees (failure to provide said notice to any other 
Mortgagee shall not affect the vaUdiLy of any acceleration of the Note or Notes by such 
Mortgagee). and upon such declaration, a11 unpaid principal (and premium, if any) and 
accrued interest so declared shall become due and payable inunediatcly, anything 
contained herein or in any Note or Notes to the contrary notwithstanding. 

(b) 

(c) 

If ally other Event of Default shall have occurred and be continuing, any Mortgagee may 
declare die principal of all its Notes secured hereunder 10 be due and payable immediately 
by It notice in writing to the Mortgagor and to the other Mortgagees (failure to provide 
said notice to any other Mortgagee shall not affect the validity of any aCceleration of the 
Nole 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 
immediately, anything contained herejn or in any Note or Notes to the contrary 
notwithstanding. 

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

If after the unpaid principal of (and premium. jf any) and accrued interest on any of the 
Notes shan have been so declared to be due and payable, all payments in respect of 
principaJ and interest which shall have become due and payable by the terms of such Note 
or Notes (other than amounts due as a result afthc acceleration of the Notes) shall be paid 
to the respective Mortgagees, and (i) all other defaults under the Loan Agreements. the 
Notes and this Mortgage shan have been made good or cured to the satisfaction of the 
Mortgagees representing at least 80% of the aggregate unpaid principal balance of all of 
the Notes then outstalXling, (ij) proceedings to foreclose the lien of this Mortgage have 
not been commenced, and (iii) all reasonable expenses pald or incurred by the 
Mortgagees in connection with the acceleration shall have been paid to the respective 
Mortgagees, then in every such case such Mortgagees representing at least 80% of the 
aggregate unpaid principal baJance of aU of the Notes then outstanding may by written 
notice to the Mortgagor, for purposes of this Mortgage, annul such declaration and waive 
such default and the consequences thereof, but no such waiver shall extend to or affect 
any subsequent default or impair any right consequent thereon. 

Remedies of Mortgagees: 

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

(a) take immediate possession of the Mortgaged Property, collect and receive all credits, 
outstanding Ilccounts and bil1s receivable of the Mortgagor and all rents, income. 
revenues, proceeds Ilnd profits pertaining to or arising from the Mortgaged Property, or 
any part thereof, whether then past due or accruing thereafter, aud issue binding receipts 
therefor; and mnnage, control and operate the Mortgnged Property as fully ItS 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; 

(b) proceed to protect and enforce the right..'i of all of the Mortgagees by suits or actions in 
equity or at law in any courl or courts of competent jurisdiction, whether for specific 
perfonnance of any covenant or any agreement contained herein or in aid of the ex.ecution 
of any power herein granted or for the foreclosure hereof or hereunder or for the sale of 
the Mortgaged Property, or any part thereof, or to collect the debts hereby secured or for 
the enforcement of such other or additional appropriate legal or equitable remedies as 
may bu deemed necessary or advisable to protect and enforce the rights and remedies 
herein granted or conferred, and in the event of the institution of any such action or suit 
the Mortgagee instituting such action or suit shall have the right 10 have appointed a 
receiver of the Mortgaged Property and of all proceeds, rents, income. revenues and 
profits pertaining thereto or arising therefrom, whether then PUflt due or accruing after the 
appointment of such receiver, derived, received or had from the time of the 
conunencement 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 funest extent pennitted 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 
appolntJncnt; and 
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sen or cause to be sold a11 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 ot such place in any county (or its equivalent locality) in which the property to be 
sold. or any part thereof. is located. at such time and upon such tenns as may be speeitied 
in a notice of sale, which sh1.ll1 state the time when and the plnee where the sn1e is to be 
held, shn11 contain a brief genern1 description of the property to be sold, and shall be 
given by mailing a copy themofto Ule Mortgagor at least fifteen (15) days prior to the 
dale fixed for such sale and by publishing the same once in each 'week for two successive 
calendar weeks prior to the date of such srue In a newspaper of genera] circulation 
published in said locality or, ifno such newspaper is published in such locality, in a 
newspaper of general circulation in such locality, the first such publication to be not less 
than fifteen (15) days nor more than thirty (30) days prior to the date fixed for such sale, 
Any sale to be made under this subparagraph (c) of this Section 4,03 may be adjourned 
from time to time by announcement at the time and place appointed for such sale or for 
such adjourned sale or sales, and without further notice or publication "the sale may be had 
at the time and place to which the same shan be adjourned; provided, however. that in the 
event another or different notice of sale or another or different manner of conducting the 
same shall be required by law the notice of sale shan be given or the sale be conducted. as 
the cll$e may be, in accordance with the app1icable provisions oflaw, The expense 
incurred by Ilny Mortgagee (including, but nollimited to, receiver's fees. counsel fees, 
cost of advertisement and agents' compensation) in tbe exerCise of any of the remedies 
provided in this Mortgage 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 Mortgagees are not in 
agreement widl the method or manner of enforcement chosen by any other Mortgagee, the 
Mortgagees representing a majority of the aggregate unpaid principal balance on the then 
outstanding Notes may direet the method and manner in which remedial action will 
proceed. 

Application of Proceeds from Remedial Actions: 

Any proceeds or funds arising from the exercise of any rights or tbe enforcement of any remedies 
herein provided after the payment or provision for the payment of any and all cost~ and expenses 
in connection with the exercise of such rights or the enforcement of such remedies shall be applied 
first, to the ratable payment of indebteduess hereby secured other than the principal of or interest 
on the Notes; second. to the ratable payment of interest which shall have accrued on the Notes and 
which shall be unpaid; third, to the ratable payment of or on account of the unpaid principal of the 
Notes; and the balance. if any, shn1l be paid to whomsoever shan he entitled tbereto, 

Remedies Cumulative; No Election: 

J 

J 

Every right or remedy herein conferred upon or reserved to the Mortgagees or to the Noteholders J 
shall be cumulative and shall be in addition to every other right and remedy gi.ven hereunder or 
now or hereafter e:dsting at law, or in equity, or by statute, The pursuit of any right or remedy 
shall not be construed as an election, 

Waiver of Appraisement Rights; Marshaling of Assets Not Required: 

The Mortgagor, for itself and all who may claim through or under it, covenants thai it will not at 
any time insist upon or plend, or in any manner whatever claim, or take the benefit or advantage of, 
any appraisement, valuation, stay, extension or redemption laws now or hereafter in force in any 
loca:lity where any of the Mortgaged Property may he situated, in order to prevent, delay or hinder 
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the enforcement or foreclosure of this Mortgage, or the absolute sn1e of the Mortgaged Property, or 
any part thereof, or the tina] and absolute putting into possession thereof, inunediately after such 
saJe, of the purchaser or purchasers thereat, and the Mortgagor. for itself and all who may claim 
through or under it, hereby waives the benefit of all such laws unless such waiver shall be 
forbidden by law. Under no circumstances shall there be any marshaling of assets upon any 
foreclosure or to other enforcement of Ibis Mortgage. 

Notice of DeCaulh 

The Mortgagor COVenants that it will give inunediate written notice to each Mortgagee of the 
occurrence of any Event of Default or in the event that any right or remedy described in Sections 
4.02 and 4,03 hereof is exercised or enforced or any action is taken to exercise or enforce any such 
right or remedy. 

ARTICLE V 

POSSESSION UNTIL DEFAULT .DEFEASANCE CLA(JSE 

Possession Until Default: 

Until some one or more of the Events of Default shall have happened, the Mortgagor shal1 be 
suffered and pemrlued to retain actual possession of the Mortgaged Property, and to manage, 
operate and use the same and any part thereof, willi the rights and franchises appertaining thereto, 
and to colleel, receive, take, use and enjoy the rents, revenues, issues, earnings, income, proceeds, 

. products and profits thereof or therefrom, subject to the provisions of this Mortgage. 

Ddeaspnce: 

If the Mortgagor shaU payor cause to be paid the whole amount of the principal of (and premium, 
if any) IUld interest on the Notes at the times and in the manner therein provided, and shall also pay 
or cause to be paid all other sums payable by the Mortgagor hereunder or under any Lonn 
Agreement and shall koop and perfonn, all covenants herein required to be kept and perfonned by 
it, then and in that casc, all property, rights and interest bereby conveyed or assigned or pledged 
shall revert to the Mortgagor and the estate, right, title and interest of the Mortgagee so paid shall 
thereupon cease, detennine 81).d becomD void and such Mortgagee. in such case, on wriUcn demand 
of the Mortgagor but at the Mortgagor's cost and expense, shall enter satisfaction of the Mortgage 
upon the record. In any event, each Mortgagee, upon payment in full to such Mortgagee by the 
Mortgagor of all principal of (and premium. if any) and interest on any Note held by such 
Mortgagee and the payment and discharge by the Mortgagor of all charges due to such Mortgagee 
hereunder or under My Loan Agreement. shall execute and deliver to the Mortgagor such 
instrument of satisfaction, discharge or release as shall be required by law in the circumslances. 

Special Defeasance: 

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

ARTICLE VI 

MISCELLANEOUS 

Property Deemed Real Property: 

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

SeetJon.6.02. Mortgage to Bind and Benefit Suceessors and Assigns: 

Sedlo" 6.03. 

Section 6.04. 

Section 6.05. 

ERM-09-32-000-KY 

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

Headings: 

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

Severability Clause: 

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

Mortgage Deemed Security Agreement: 

To the extent that any oflhe property described or referred to in this Mortgage is governed by the 
provisions of the UCC this Mortgage is hereby deemed a "security agreement" under the uee, 
and, if so elected by any Mortgagee j a "financing statement" under the vec for said security 
agreement. The mailing addresses of the Mortgagor as debtor, and the Mortgagees as secured 
parties are as set forth in Schedule" A n hereof. If any Mortgagee so directs the Mortgagor to do 
so, the Mortgagor shall file as a fmancing statement under the vec for said security agreement 
Rnd for the benefit of all of the Mortgagees. an instrument other than this Mortgage. In such case, 
the instrument to be tiled shall be in a form customarily accepted by the filing office as It 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 lhe Mortgagor's organiUltionul identification nllmber or 
accurately states that tbe Mortgagor has none. 

Indemnification by Mortgagor of Mortgagees: 

The Mortgagor agrees to indemnify and save hannless each Mortgagee against any liability or 
damages which any of them may incllr ()r sustain in the exercise and performance of their rightful 
powers and duties hereunder. For such reimbursement and indemnity, each Mortgagee shall be 
secured under this- Mortgage in the same man ncr as the Notes and all such reimbursements for 
expense or damage shall be paid 10 the Mortgagee incurring or suffering the same with interest at 
the rate specified in Section 3.14 hereof. The Mortgagor's obligation to indemnifY the Mongagees 
under this section and under Section 3.04 shan sUlvive the sallsfaction of the Notes, the 
reconveyance or foreclosure of this Mortgage, Ihe acceptance of a deed in lieu of foreclosure. or 
any transfer or abandonnlent of the Mortgaged Property. . 

IN WITNESS WHEREOF. SHELBY ENERGY COOPERATIVE. INC .• as Mortgagor. has 
caused this Restated Mortgage and Security Agreement to be signed in its name and its corporate seal to be hereunto 
affixed and IltteSted by its officers thereunto duly 8uthorizeo. UNITED STA TBS OF AMERICA, as Mortgagee and 
NATIONAL RURAL umrrlEs 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. 

(Seal) 

Attest ~.))7 'Lj,fl "r" ~ary tJ' 
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UNITED STATES OF AMIlRICA 

Sara Wetklo' 

Assistant Administrator 
Electric Program 

of the 
Rural Utilities Service 

Jamie Davenport 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

by ~JL AMV S LUONGO 

Assistant Secretary-Treasurer 

(SEAL) 

Att,st:~M eLAINE M MACDONALD 

Assistant Secretary-Treasurer 

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

_\)~VVZ""-,=~_-,,DAVID W OLAH 

/7 .I~ • ,;Q, "" ""'f BRIAN W DOUGHERiY 
v Witnesses J 
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COMMONWEALTH OF KENTUCKY ) 
)SS 

COUNTY OF SHELBY ) 

I, Donald T. Prather, a Notary Public In and for the County and 
Commonweanh aforesaid, do hereby certify that George N. Busey, personally known to 
me to be the Chairman of Shelby Energy Cooperative, Inc., a corporation of the 
Commonwealth of Kentucky, and to me known to be the Identical person whose name 
Is as Chairman of said corporation, subscribed to the foregoing instrument, appeared 
before me this day in person and produced the foregoing Instrument to me in the 
County aforesaid and acknowledged that as such Chairman he signed the foregoing 
instrument pursuant to authority given by the board of directors of said corporation as 
his free and voluntary act and deed and as the free and voluntary act and deed of said 
corporation for the uses and purposes therein set forth and that the seal affixed to the 
foregoing Instrument Is the corporate seal of said corporation. 

Given under my hand this {;'J~ day of ~ , Q 00.p . 

,(Notarial Seal) 

~' 
NOtaiYUfiC 
In and for Shelby County, Kentucky 
My Commission Expires: 02/01/2007 
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DISTRICT OF COLUMBIA SS 

On this 7 day of ;.I ~ . 200 r. personally appeared before me 
James R. Newby . who, being duly sworn, did say that he is the Assistant 

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

IN TESTIMONY WHEREOF I have heretofore set my hand and official sea1 the day and year last above 
written. 

(Notarial Seal) 

WilHam A. Frost 
Notary Public. DlstrlCI 01 Columbia 
My CommIssion Expires 04/14/2005 

My cOlmrussion expires: _________ _ 

ERM-09-32·000·KY 
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COMMONWEALTII OF VIRGINIA ) 
) SS 

COUNTY OF FAIRFAX ) 

0. this q-l-h day of I'--.b'-l~~ 2J::)'$'" ,before me appeared 
AMY S WONGO , to 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 afflxed to the foregoing instrument is the corporate seal of said 
corporation and that said instrument was signed and sealed in behalf of said COl'poration by authority of its board of 
directors and said ASSISTANT SECRETARY~ TREASURER acknowledged said instrumenl to be·lhe free act and 
deed of said corporation. 

IN WlTNESSWHEREOF,I bave bereu.to~ea1. ~ 

• Notary Publie ~) 
(Notarial Sea]) 

My commission expires: 

ERM-09-32-OOO-KY 

Hilda J. Gonzaloz 
NOTARY PUBUC 

Convnonwoolth of Virginia 
Mv Oommi""'o expirl.l1./31/200B 
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SCHEDULE A: Part One 

1. The Maximum Debt Limit referred to in Section 1.01 is $100,000,000.00 

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

3. The addresses of tile parties referred to in Sections 1.05 and 6.05 nrc as follows: 

As to the Mortgagor: 

Shelby Energy Cooperative, Inc. 
620 Old Finchville Road 
Shelbyville, Kentucky 40065 

Ai; 10 the Mortgagees: 

Rum1 Utilities Service 
United ,States Department of Agriculture 
Washington, DC 20250-1500 

National Rural Utilities 
Cooperative Finance Corporation 
2201 Cooperative Way 
Hero'don. Virginia 20171-3025 

4. The Original Mortgage as referred to in the first WHEREAS clause above is more particularly described as 
ro}lows: 

Instrument Title Instrument Dale 

Restated Mortgage and Security Agreement April), 1998 

Supplemental Mortgage September I, 1999 

Supplemental Mortgage May 1, 2001 

ERM·09-32-000·KY, Schedule A Part One Page I 
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5. The outstanding secured obligations of the Mortgagor referred to in the fourth WHEREAS clause above are 
evidenced by the Original Noles described below: 

Loan 
Designation 
Y2 
AA2 
AB6 
AC6 
ADG 
AEG 
AF6 
AGG 
AH6 
AK6 
AL6 
AM6 
ANOO 
APOO 
AR8) 
AS8' 
AT44 

ORIGINAL NOTES issued to the Government' 

Face Amount 
$450.000,00 
$375.000,00 
$456.000,00 
$390.000,00 
$390.000,00 
$840.000,00 

$1.372.000,00 
$936.000,00 
$540.000.00 

$1.269.000,00 
$1.314.000,00 
$1.783.000,00 
$1.806.000,00 
$3.437.000,00 
$4,406.000,00 

$12.898.000,00 
$16.808.000,00 

~ 
160ec1971 
21 Oec 1972 
6 Dec 1973 

24Apr 1975 
29Jo.1976 
7 Mar 1977 
22 Jun 1978 
5 Feb 1981 

24M ... 1983 
23Gcl1986 
12 Apr 1990 
27 Aug 1992 
15 Pee 1994 

1 Apr 1998 
I Sop 1999 

1 May 2001 
1 Nov 2005 

Final 
M!tm:.i!:i 
16 Pec 2006 
21 Dec 2007 

6 Dec 2008 
24 Apr 2010 
29 Jan 2011 
7 Mar 2012 
22 Jun 2013 
5 Feb 2016 

24 Mar 2018 
23 Oct 2021 
12 Apr 2025 

27 Aug 2027 
15 Dec 2029 

1 Apr 2033 
31 Pec 2033 
310ec2035 
1 Nov 2040 

% Rate2 

2,00 
2,00 
5,00 
5,00 
5,00 
5,00 
5,00 
5,00 
5,00 
5,00 
5,00 
5,00 
V 
V 
V 
V 
V 

l"Government" as used in tbis listing refers to the United States of America aCling through thl:! 
Administrator of the Rural Utilities Service (RUS) or its predecessor agency, the Rural Electrification 
Administration (REA), Any NOles which are payable to a third party and wruch either RUS or REA has guaranteed 
as to payment are also described in this listing as being issued to the Government. Such guaranteed Notes are 
typically issued to the Federal Financing Bank (FFB). an instrumentality of the United States Department of 
Treasury, and held by RUS, but may also be issued to non-governmental entities. 

2Y=variable interest rate calculated by RUS pursuant to title 7 of the Code of Federal Regulations or by the 
Secretary of Treasury. CFO=an interest ratc which may be fixed or variable from time to time as provided in the 
CFC Loan Agreement pertaining 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 eoBank Loan Agreement pertaining 
to a loan which has been made by eoBank and guaranteed by RUS. 

3In addition to this note which the Mortgagor has issued to FFB, the Mortgagor has also issued a 
corresponding prorni&sory note to RUS designated as the certain "Reimbursement Note" bearing even date therewith. 
Such Reimbursement Note is payable to the Government on demand and evidences Ihe Mortgagor's obligation 
immediately to repay RUS, any payment which RUS may make pursunnt to the RUS guarantee of such FFB note, 
together with interest, expenses and peno1ties (011 as doscribed in such Reimbursement Note). Sucll Reimbursement 
Note is an "ORIGINAL NOTE issued to the Government" for PUIposes of this Part One of Schedule A and this 
Mortgage and is entitled to all of ~e benefits and security of this Mortgage, 

4800 footnote 3 in this Schedule A. 

ERM·09·32·00Q·KY. Schedule A Part One Pase 2 
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SCHEDULE A: Part Two 

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

ORIGINAL NOTES issued to CFC 

CFCLoan 
Desi2,:uation 

KY030-C-9001 

KY030-C-9003 

KY030-C-9004 

KY030-C-9OO5 

KYOlO-C-9006 

KY030-C-9007 

KY030-C-9008 

KY030-C-9009 

KY03O-C-9010 

KY030-C-9011 

KY030-C_9012 

KY030-C-9013 

KY030-C-9014 

KY030-C-9015 

CFC SCHEDA 
KY030·M·AT44 (MCGH6EM) 
91220·1 

Printed on: 3/5/201811:58 AM Printed By: Deputy 

lace Amount of 
~ 

$50,000,00 

$161,000,00 

$196,000,00 

$167,000,00 

$167,000,00 

$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 

Note Date Maturity Date 

November 16,1971 March 16,2007 

December 21,1972 March 21, 2008 

December 6, 1973 December 6, 2008 

April 24, 1975 April 24, 2010 

January 29, 1976 lanuary 29, 2011 

March 7,1977 March 7,2012 

June 22, 1918 June 22, 2013 

February 5, 1981 February 5, 2016 

June 23,1983 June 23, /2018 

October 23,1986 October 23,2021 

April 12, 1990 April 12, 2025 

August 27, 1992 August 27, 2027 

December 15,1994 December 15,2029 

April I, 1998 April I , 2033 

J 

J 
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Schedule B 
Property Schedule 

The fee and leasehold interests In real property referred to in Subclause A of 
Granting Clause First are described 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 Slate of Kentucky In Deed Book 
144, on Page 251. 

2. A certain tract of land described In a certain deed dated August 16, 1971, by 
Wayland M. Watkins and Barbara Watkins, his wife, and Frances B. Watkins, 
widow, mother of Wayland M. Watkins, as grantor, to Shelby Rural Electric 
Cooperative Corporation as grantee, and recorded In the office of the county 
Court Clerk of Henry County, In the State of Kentucky In Deed Book 117, 

. Page 276. 

3. Leasehold interest in Suite 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 reearding 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 Commonweafth of Kentucky. 

The contracts referred to in Subclause C of Granting Clause First Include without 
limitation the Wholesale Power Contract, dated as of October 1, 1964, between the 
Mortgagor and East Kentucky Power Cooperative, Inc. as amended . 

• 
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SCHEDULEC 
Excepted Property 
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Exhibit A 

Manager's Certificate 

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

1. 

2. 

3. 

4. 

5. 

6. 

On behalf of __ ..,N"a!!l",,,,e,,o!Lf~B,,or!lr,,o,,w:<er,-__ (the "DolTower~}, 

_____________ hereby certify as follows: 

I am the Manager of the Borrower and have been duly authorized to deliver this certificate in 
connection with the Additional Note or Notes 10 be issued on or about Dare Note's) are /0 be 
Signed pursuant to Section 2,01 oftbe Mortgage dated ____ _ 

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

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

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

I have reviewed the certificate of the Independent certified public accountant also being delivered 
to each of the Mortgagees pursuant to Section 2.01 in connection with the aforesaid Additional 
Note or Notes and concur with the conclusions expressed therein. 

Capitalized tenns that are used in this certificate but are not defined herein have the meanings 
defined in the Mortgage. 

SAMPLE - NOT FOR EXECUTION 
Signed 

Name 

Tide 

Name and Address of Borrower: 

Dale 

ERM·09·32-OQO.KY, Exhihlt A 
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ExhibitB 

Fonn of Supplemental Mortgage 

Supplemental Mortgage and Security Agreement. dated as of ___ • (bereinafter sometimes 
called lhis "Supplemental Mortgage") is made by and alllong -,--,--,:-_:-:--::_--,,-_____ .,-
(hereinafter calJed 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 
(hereinafter called the "Goveromeun. (Supplemental Lender) (hereinafter called _ 
___ ), a existing under the laws of , and intended to confer rights and 
benefits on both the Government nnd and in 
accordance with this Supplemental Mortgage and the Original Mortgage (hereinafter defined) (the Government and 
the Supplemental Lenders being hereinafter sometimes collectively referred to as the "Mortgagees"), 

Redtals 

Whereas, Ihe Mortgagor. the Governmenl and are parties to that certain 
Restated Mortgage and Security Agreement (the "Original Mortgage" as identified in Schedule "A" of thls 
Supplemcntal Mortgage) originally entered into betwecn the Mortgagor, the Government acting by and through the 
Administrator of the Rural Utilities Service (hereinaftercnlled "RUS"), and ; and 

Wherens, the Originnl Mortgage as the same may have been previously supplemented, amended or 
restated is hereinafter referred to as the "Existing Mortgagc:"; and 

Whereas, the Mortgagor deems it necessary to borrow money for it~ corporate purposes and to 
issue its promissory notes and otller debt obUgations therefor, and to mortgage and pledge its property herein.after 
described or mentioned 10 secure the payment of Ihe same, and to enter into this Supplemental Mortgage pursu.ant 10 

which all secured debt of the Mortgagor hereunder shaH be secured on parity, and to add as a 
Mortgagee and secured party hereunder and under the Existing Mortgage (the Supplemental Mortgage and the 
Existing Mortgage, hereinafter somelimes collectively referred to the "Mortgnge"); and 

Whereas. all of the Mortgagor's Outstanding Noles listed in Schedule" A" hereto is secured pad 
passu by the Existing Mortgage for the henefit of al1 of the Mortgagees under the Existing Mortgage; and 

Whereas. the Existing Mortgage provides the terms by which additional pari passu obligations may 
be issued thereunder and further provides that the Existing Mortgage may be supplemented from time to time to 
evidence that such obligations arc entitled to the security of the Existing Mortgage and to add additional Mortgagees; 
'nd 

Whereas, by their execution and delivery of this Supplemental Mortgage the parties hereto do 
hereby secure the Additional Notes listed in Schedule "A" pari passu with the Outstanding Notes under the Existing 
Mortgage (and do hereby add as a 'Mortgagee and a secured party under the Existing Mortgage); and 

Whereas. all acts necessary to make this Supplemental Mortgage a valid and binding legal 
inslrument for the security of such notes and related obligations under the tenns of tbe Mortgage. have been in all 
respecls duly authorized: 

Now, Therefore, This Supplemental Mortgage Witnesseth: Thai to secure the payment of the 
principal !?f (and premium, if any) and interest on aU Notes issued hereunder according 10 their tenor and effect. and 

ERM·Q9·32..oQO.KY, Exhibit H, page I 
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the performance of all provisions therein and berein contained, and in consideration of the covennnts herein 
contained and the purchase or guarantee of Notes by the guarantors or holders thereof, the Mortgagor has mortgaged, 
pledged and granted a continuing security interest in. and by these presents does hereby grant. bargain, sell. alienate. 
remise, release, convey. assign. transfer. hypothecate, pledge, set over and continu, pJedge and grant a continuing 
security interest in for the purposes hereinafter expressed, unto the Mortgagees all property. rights, privileges and 
franchises of the Mortgagor of every kind and description. real, personal or mixed, tangible and intangible, of the 
kind or nature specifically mentioned herein or any other ltiod or nature, except any Excepted Property set forth on 
Schedule "e" hereof owned or hereafter acquired by the Mortgagor (by purcbase, consolidation. merger, donation, 
construction, erection or in any other way) wherever located, including (withoullimilation) an and singular the 
following: 

A. 

B. 

C. 

all of those fee and leasehold interests in real property set forth ill Schedule "8" hereto, subject in 
each case 10 those matters set forth in such Schedule; and 

all of those fee and leasehold interests in real property set forth in Schedule "B" of the Existing 
Mortgage or in any resmtemenl, amendment or supplement thereto, subject in each case to those 
matters set forth in such Schedule; and 

all of the kinds, types or items of property, now owned or hereafter acquired, described as 
Mortgaged Property in the Existing Mortgage or in any restatement, amendment to supplement 
thereto as Mortgaged Property, 

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

1. 

2. 

3. 

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

This Supplemental Mortgage is One of the Supplemental Mortgages contemplated by Article II of 
the Original Mortgage. 

The Maximum Debt Limit for the Mortgage shall be as set forth in Schedule "A" herelo. 

In Witness Whereof, _______ RS Mortgagor 

[ (ACKNOWLEDGMENTS] 

SAMPLE - NOT FOR EXECUTION 

ERM·09·3Z..()OO.KY, Exhibit D, page 2 
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CA~OLL COUNTY 

M171 PG 712 

Supplemental Mortgage Schedule A 

Maximum Th;!bt Limit and Other Information 

The Maximum Debt limit is $, _____________ _ 

The Original Mortgage as referred to in the tirst WHEREAS clause above is more particularly 
described as follows: _________________ _ 

The Outstanding Notes ref cITed to in the fourth WHEREAS clause above are more pnrtlcularly 
described as follows: 

The Additional Notes described in the sixth WHEREAS clause above are more particularly 
described as follows: 

ERM·09-32-()OO.KY, fuhibilB, page J 
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Supplemental Mortgage Schedule B 

Property Schedule 

The fee and leasehold Interests In real property referred to In Clause A of 
the Granting Clause are desc~bed as fOllows: 

1. 

2. 

3. 

4. 

A certain tract of land described In a certain deed dated Ap~112, 1957, by 
E.P. Maynahon and Obara 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. 

A certain tract of land described in a certain deed dated August 16, 1971, by 
Wayland M. Watkins and Barbara Watkins, his Wife, and Frances B. Watkins, 
widow, mother of Wayland ¥. !t/atklns, s grantor, to Shelby Rural Electric 
Cooperative Corporation as wa11d acorded In the office of the county 
Court Clerk of Henry CountS!. I a of Kentucky in Deed Book 117, 
Page 276. ;:; 

Leasehold Interest In SUite' Id rd Professional Building No.1, 

::::::::~::;: ::s::e~~ ~ h ,-&~ :::' ::::::~cqulred. 
(~ JJ.\ 
); 

• 

ST A fa 011 KENTIJCKY, CounlY of CaITO 11, seT, 
I, Markctu. Brock, Clerk Qf C1 County I hercbr 
certify !hllt the foregoing motJjt- ",?s th~s 
day lodged In my office for roc • 1&, ~th thLs 
and the foregoing certificate duly recorded 111 my 

,," om". 0 '1\," ~c. 
Witlless my hond this ~1ay of JLU-Y!~o/ 
lit l.L5MM. elm ree~t!L SW-Ie Fee .vu 
Transfer Tax -.. Total Amount Collected ill 
Re1:clPtNUm~1'50 

M~' rntll C""~ CI"k 
ny' Q fl'\.M"DJrLO.C. 
.~ 

STATE OF KENTUCKY, COUNTY OF CARROLL Bel: 
~.~~ W Marnh. Canoll county CIIlIk, do ce!l1fy Ihat the foregoing ~ • 
...... n!rue and roll'llct copy 01 mm:lll a£l ~ 
said record appears in this ofllce In.l1l±iJlooV i.ZIJ""7"":Pg:-""la"'r""/'''''zr 
~ u~ my han~JIIJ~ s~aI oIofll@\jj~ ..JT'~ ""of 

1.4£.1! Yr.i1.J.jJ,J;", al C.rrolllon~C'lTCli Couni}l K8IIIUdty 
At CE W. MARSH, CARRO l COUNTv CLERK 

BY '0 ( 
........ .rA.IiJ..I.J;.J..<u.....J'"IUk~.e. 

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


