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shall apply the proceeds of the insurance for
that purpose. The Mortgagor shall replace the
lost portion of such Mortgaged Property or
shall commence such restoration promptly
after such damage, destruction or loss shall
have occurred and shall complete such
replacement or restoration as expeditiously
as practicable, and shall pay or cause to be
paid out of the proceeds of such insurance
all costs and expenses in connection
therewith.

(d) Sums recovered under any policy or
fidelity bond by the Mortgagor for a loss of
funds advanced under the Notes or recovered
by any Mortgagee or any Noteholder for any
loss under such policy or bond shall, unless
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 amounts thereof (such prepayments
to be applied to such Notes and installments
thereof as may be designated by the
respective Mortgagee at the time of any such
prepayment), or be used to construct or
acquire utility plant which will become part
of the Mortgaged Property. At the request of
any Mortgagee, the Mortgagor shall exercise
such rights and remedies which they may
have under such policy 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 shall pay all costs
and reasonable expenses incurred by the
Mortgagee in connection with such exercise.

SECTION 3.14. 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 notice to Mortgagor, but shall
not be obligated to, advance funds on behalf
of 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 the 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
the Loan Agreements, including without
limitation, the payment of any insurance
premiums or taxes and the satisfaction or
discharge of any judgment or any Lien upon
the Mortgaged Property or other property or
assets of Mortgagor; provided, however, that
the making of any such advance by or
through any Mortgagee shall not constitute a
waiver by any Mortgagee of any Event of
Default with respect to which such advance
is made nor relieve the Mortgagor of any such
Event of Default. The Mortgagor shall pay to
a Mortgagee upon demand all such advances
made by such Mortgagee with interest
thereon at a rate equal to that on the Note
having the highest interest rate but in no
event shall such rate be in excess of the
maximum rate permitted by applicable law.
All such advances shall be included in the
obligations and secured by the security
interest granted hereunder.

SECTION 3.15. Time Extensions for
Payment of Notes: Any Mortgagee may, at
any time or times in succession without
notice to or the consent of the Mortgagor, or
any other Mortgagee, and upon such terms as
such Mortgagee may prescribe, grant to any
person, firm or corporation who shall have
become obligated to pay all or any part of the
principal of (and premium, if any) or interest
on any Note held by or indebtedness owed
to such Mortgagee or who may be affected by
the lien hereby created, an extension of the
time for the payment of such 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 extension consented
thereto in writing.

SECTION 3.16. Application of Proceeds
from Condemnation: (a) In the event that the
Mortgaged Property or any part thereof, shall
be taken under the power of eminent domain,
all proceeds and avails 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: first, to the ratable
payment of any indebtedness secured by this
Mortgage 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 the time of any such
payment; and fourth, the balance shall be
paid to whomsoever shall be entitled thereto.

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

(1) A certificate of a duly authorized officer
of the Mortgagor requesting such release,
describing the property to be released and
stating that such property has been taken by
eminent domain and that all conditions
precedent herein provided or 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
exercise of the right of eminent domain, that
the award for such property so taken has
become final and that all conditions
precedent herein provided for relating to
such release have been complied with.

SECTION 3.17. Compliance with Loan
Agreements; Notice of Amendments to and
Defaults under Loan Agreements: The
Mortgagor will observe and perform all of the
material covenants, agreements, terms and
conditions contained in any Loan Agreement
entered into in connection with the 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 will furnish to such Mortgagee
single copies of such Loan Agreements and
amendments thereto as such Mortgagee may
request.

SECTION 3.18. Rights of Way, etc.,
Necessary in Business: The Mortgagor will
use its best efforts to obtain all such rights
of way, easements from landowners and
releases from lienors as 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 of the obtaining of such rights of
way, easements or releases.

SECTION 3.19. Limitations on Providing
Free Electric Services. The Mortgagor will not
furnish or supply or cause to be furnished or
supplied any electric power, energy or
capacity free of charge to any person, firm or
corporation, public or private, and the
Mortgagor will enforce the payment of any
and all amounts owning to the Mortgagor by
reason of the ownership and operation of the
Utility System by discontinuing such use,
output, capacity, or service, or by filing suit
therefor within 90 days after any such
accounts are due, or by both such
discontinuance and by filing suit.

SECTION 3.20. Keeping Books; Inspection
by Mortgagee: The Mortgagor will keep
proper books, records and accounts, in which
full and correct entries shall be made of all
dealings or transactions of or in relation to
the Notes and the Utility Systems, properties,
business and affairs of the Mortgagor in
accordance with the Accounting
Requirements. The Mortgagor will at any and
all times, upon the written request of any
Mortgagee and at the expense of the
Mortgagor, permit such Mortgagee by its
representatives to inspect the Utility Systems
and properties and properties, books of
account, records, reports and other papers of
the Mortgagor and to take copies and extracts
therefrom, and will afford and procure a
reasonable opportunity to make any such
inspection, and the Mortgagor will furnish to
each Mortgagee any and all such information
as such Mortgagee may request, with respect
to the performance by the Mortgagor of its
covenants under this Mortgage, the Notes and
the Loan Agreements.

ARTICLE IV

EVENTS OF DEFAULT AND REMEDIES

SECTION 4.01. Events of Default: Each of
the following shall be an ‘‘Event of Default’’
under this Mortgage:

(a) default shall be made in the payment
of any installment of or on account of interest
on or principal of (or premium, if any
associated with) any Note or Notes for more
than five (5) Business Days after the same
shall be required to be made;

(b) default shall be made in the due
observance or performance of any other of
the covenants, 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 the
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 only be given by that
Mortgagee;


