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

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

SECTION 3.09. Preservation of Corporate
Existence and Franchises: The Mortgagor
will, so long as any Outstanding Notes exist,
take or cause to be taken all such action as
from time to time may be necessary to
preserve its corporate existence and to
preserve and renew all franchises, rights of
way, easements, permits, and licenses now or
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.

SECTION 3.10. Limitations on
Consolidations and Mergers: The Mortgagor
shall not, without the prior written approval
of each Mortgagee, consolidate or merge with
any other corporation or convey or transfer
the Mortgaged Property substantially as an
entirety unless: (1) such consolidation,
merger, conveyance or transfer shall be on
such terms as shall fully preserve the lien
and security hereof and the rights and
powers of the Mortgagees hereunder; (2) the
entity formed by such consolidation or with
which the Mortgagor is merged or the
corporation which acquires by conveyance or
transfer the Mortgaged Property substantially
as an entirety shall execute and deliver to the
Mortgagees a mortgage supplemental hereto
in recordable form and containing an
assumption by such successor entity of the
due and punctual payment of the principal
of and interest on all of the Outstanding
Notes and the performance and observance of
every covenant and condition of this
Mortgage; (3) immediately after giving effect
to such transaction, no default hereunder
shall have occurred and be continuing; (4)
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 complied with;
(5) the Mortgagor shall have delivered to the
Mortgagees an opinion of counsel in form
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 acquires by
conveyance or transfer the Mortgaged
Property substantially as an entirety shall be
an entity—(A) having Equity equal to at least
27% of its Total Assets on a pro forma basis
after giving effect to such transaction, (B)
having a pro forma TIER of not less than 1.50
and a pro forma DSC of not less than 1.25
for each of the two preceding calendar years,
and (C) having Net Utility Plant equal to or
greater than 1.0 times its Total Long-Term
Debt on a pro forma basis. Upon any
consolidation or merger or any conveyance or
transfer of the Mortgaged Property
substantially as an entirety in accordance
with this subsection, the successor entity
formed by such consolidation or with which
the Mortgagor is merged or to which such
conveyance or transfer is made shall succeed
to, and be substituted for, and may exercise
every right and power of, the Mortgagor
under this Mortgage with the same effect as
if such successor entity had been named as
the Mortgagor herein.

SECTION 3.11. Limitations on Transfers of
Property: The Mortgagor may not, except as
provided in [Section 3.10] above, without the
prior written approval of each Mortgagee,
sell, lease or transfer any Mortgaged Property
to any other person or entity (including any
subsidiary or affiliate of the Mortgagor),
unless (1) there exists no Event of Default or
occurrence which with the passing of time
and the giving of notice would be an Event
of Default, (2) fair market value is obtained
for such property, (3) the aggregate value of
assets so sold, leased or transferred in any 12-
month period is less than 10% of Net Utility
Plant, and (4) 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
all Notes equally and ratably, (ii) in the case
of dispositions of equipment, materials or
scrap, applied to the purchase of other
property useful in the Mortgagor’s utility
business, not necessarily of the same kind as
the property disposed of, which shall
forthwith become subject to the Lien of the
Mortgage, or (iii) applied to the acquisition
or construction of utility plant.

SECTION 3.12. Maintenance of Mortgaged
Property: (a) So long as the Mortgagor holds
title to the Mortgaged Property, the Mortgagor
will at all times maintain and preserve the
Mortgaged Property which is used or useful
in the Mortgagor’s business and each and
every part and parcel thereof in good repair,
working order and condition, ordinary wear
and tear and acts of God excepted, and in
compliance with Prudent Utility Practice and
in compliance with all applicable laws,
regulations and orders, and will from 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 all times use all reasonable diligence to
furnish the consumers served by it through
the Mortgaged Property, or any part thereof,
with an adequate supply of electric power
and energy. If any substantial part of the
Mortgaged Property is leased by the
Mortgagor to any other party, the lease
agreement between the Mortgagor and the

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.

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

SECTION 3.13. Insurance; Restoration of
Damaged Mortgaged Property: (a) The
Mortgagor will take out, as the respective
risks are incurred, and maintain the classes
and amounts of insurance in conformance
with generally accepted utility industry
standards for such classes and amounts of
coverages of utilities of the size and character
of the Mortgagor and consistent with Prudent
Utility Practice.

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

(c) In the event of damage to or the
destruction or loss of any portion of the
Mortgaged Property which is used or useful
in the Mortgagor’s business and which shall
be covered by insurance, unless each
Mortgagee shall otherwise agree, the
Mortgagor shall replace or restore such
damaged, destroyed or lost portion so that
such Mortgaged Property shall be in
substantially the same condition as it was in
prior to such damage, destruction or loss, and


