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notice of the commencement of all actions,
suits or proceedings before any court,
arbitrator, or governmental department,
commission, board, bureau, agency, or
instrumentality affecting the Borrower
which, if adversely determined, could have
a material adverse effect on the condition,
financial or otherwise, operations, properties
or business of the Borrower, or on the ability
of the Borrower to perform its obligations
under the Loan Documents.

(c) Notice of Environmental Litigation.
Without limiting the provisions of Section
[5.20(b)] above, promptly after receipt
thereof, notice of the receipt of all pleadings,
orders, complaints, indictments, or other
communications alleging a condition that
may require the Borrower to undertake or to
contribute to a cleanup or other response
under laws relating to environmental
protection, or which seek penalties, damages,
injunctive relief, or criminal sanctions
related to alleged violations of such laws, or
which claim personal injury or property
damage to any person as a result of
environmental factors or conditions for
which the Borrower is not fully covered by
insurance, or which, if adversely determined,
could have a material adverse effect on the
condition, financial or otherwise, operations,
properties or business of the Borrower, or on
the ability of the Borrower to perform its
obligations under the Loan Documents.

(d) Notice of Change of Place of Business.
Promptly in writing, notice of any change in
location of its principal place of business or
the office where its records concerning
accounts and contract rights are kept.

(e) Regulatory and Other Notices. Promptly
after receipt thereof, copies of any notices or
other communications received from any
governmental authority with respect to any
matter or proceeding which could have a
material adverse effect on the condition,
financial or otherwise, operations, properties,
or business of the Borrower, or on the ability
of the Borrower to perform its obligations
under the Loan Documents.

(f) Material Adverse Change. Promptly,
notice of any matter which has resulted or
may result in a material adverse change in
the condition, financial or otherwise,
operations, properties, or business of the
Borrower, or the ability of the Borrower to
perform its obligations under the Loan
Documents.

(g) Other Information. Such other
information regarding the condition,
financial or otherwise, or operations of the
Borrower as RUS may, from time to time,
reasonably request.

Section 5.21. Special Construction Account

The Borrower shall hold all moneys
advanced to it by RUS hereunder in trust for
RUS and shall deposit such moneys
promptly after the receipt thereof in a bank
or banks which meet the requirements of
Section [6.7] of this Agreement. Any account
(hereinafter called ‘‘Special Construction
Account’’) in which any such moneys shall
be deposited shall be insured by the Federal
Deposit Insurance Corporation or other
federal agency acceptable to RUS and shall
be designated by the corporate name of the
Borrower followed by the words ‘‘Trustee,

Special Construction Account.’’ Moneys in
any Special Construction Account shall be
used solely for the construction and
operation of the Utility System and may be
withdrawn only upon checks, drafts, or
orders signed on behalf of the Borrower and
countersigned by an executive officer thereof.

Section 5.22. Additional Affirmative
Covenants

The Borrower also agrees to comply with
any additional affirmative covenant(s)
identified in Schedule 1 hereto.

Article VI—Negative Covenants

Section 6.1. General
Unless otherwise agreed to in writing by

RUS, while this Agreement is in effect,
whether or not any Advance is outstanding
hereunder, the Borrower shall duly observe
each of the negative covenants set forth in
this Article.

Section 6.2. Limitations on System
Extensions and Additions

(a) The Borrower shall not extend or add
to its Electric System either by construction
or acquisition without the prior written
approval of RUS if the construction or
acquisition is financed or will be financed, in
whole or in part, by a RUS loan or loan
guarantee.

(b) The Borrower shall not extend or add
to its Electric System with funds from other
sources without prior written approval of
RUS in the case of:

(1) Generating facilities if the combined
capacity of the facilities to be built, procured,
or leased, including any future facilities
included in the planned project, will exceed
the lesser of 5 Megawatts or 30 percent of the
Borrower’s Equity;

(2) Existing electric facilities or systems in
service whose purchase price, or capitalized
value in the case of a lease, exceeds ten
percent of the Borrower’s Net Utility Plant;
and

(3) Any project to serve a customer whose
annual Kwh purchases or maximum annual
Kw demand is projected to exceed 25 percent
of the Borrower’s total Kwh sales or
maximum Kw demand in the year
immediately preceding the acquisition or
start of construction of facilities.

Section 6.3. Limitations on Changing
Principal Place of Business

The Borrower shall not change its principal
place of business or keep property in a
county not shown on a schedule to the
Mortgage if the change would cause the lien
in favor of RUS to become unperfected or fail
to become perfected, as the case may be,
unless, prior thereto, the Borrower shall have
taken all steps required by law in order to
assure that the lien in favor of RUS remains
or becomes perfected, as the case may be,
and, in either event, such lien has the
priority accorded by the Mortgage.

Section 6.4. Limitations on Employment and
Retention of Manager

At any time any Event of Default, or any
occurrence which with the passage of time or
giving of notice would be an Event of Default,
occurs and is continuing the Borrower shall

not employ any general manager of the
Utility System or the Electric System or any
person exercising comparable authority to
such a manager unless such employment
shall first have been approved by RUS. If any
Event of Default, or any occurrence which
with the passage of time or giving of notice
would be an Event of Default, occurs and is
continuing and RUS requests the Borrower to
terminate the employment of any such
manager or person exercising comparable
authority, or RUS requests the Borrower to
terminate any contract for operating the
Utility System or the Electric System, the
Borrower shall do so within thirty (30) days
after the date of such notice. All contracts in
respect of the employment of any such
manager or person exercising comparable
authority, or for the operation of the Utility
System or the Electric System, shall contain
provisions to permit compliance with the
foregoing covenants.

Section 6.5. Limitations on Certain Types of
Contracts

Without the prior approval of RUS in
writing, the Borrower shall not enter into any
of the following contracts:

(a) Construction Contracts. Any contract
for construction or procurement or for
architectural and engineering services in
connection with its Electric System if the
project is financed or will be financed, in
whole or in part, by a RUS loan or loan
guarantee;

(b) Large retail power contracts. Any
contract to sell electric power and energy for
periods exceeding two (2) years if the kWh
sales or kW demand for any year covered by
such contract shall exceed 25 percent of the
Borrower’s total kWh sales or maximum kW
demand for the year immediately preceding
the execution of such contract;

(c) Wholesale power contracts. Any
contract to sell electric power or energy for
resale and any contract to purchase electric
power or energy that, in either case, has a
term exceeding two (2) years;

(d) Power supply arrangements. Any
interconnection agreement, interchange
agreement, wheeling agreement, pooling
agreement or similar power supply
arrangement that has a term exceeding two
(2) years;

(e) System management and maintenance
contracts. Any contract for the management
and operation of all or substantially all of its
Electric System; or

(f) Other contracts. Any contracts of the
type described on Schedule 3.

Section 6.6. Limitations on Mergers and Sale,
Lease or Transfer of Capital Assets

(a) The Borrower shall not consolidate
with, or merge, or sell all or substantially all
of its business or assets, to another entity or
person except to the extent it is permitted to
do so under the Mortgage. The exception
contained in this paragraph (a) is subject to
the additional limitation set forth in
paragraph (b) of this section.

(b) The Borrower shall not, without the
written approval of the Administrator,
voluntarily or involuntarily sell, convey or
dispose of any portion of its business or
assets (including, without limitation, any


