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(ix) deposits or pledges to secure performance of bids, tenders, contracts
(other than contracts for the payment of borrowed money), leases, public or
statutory obligations;

(x) surety or appeal bonds, and other deposits or pledges for purposes of like
general nature in the ordinary course of business;

(xi) easements or reservations in respect to any property for the purpose of
transmission and distribution lines and rights-of-way and similar purposes, zoning
ordinances, regulations, reservations, restrictions, covenants, party wall
agreements, conditions of record and other encumbrances (other than to secure
the payment of money), none of which in the opinion of counsel to the Mortgagor is
such as to interfere with the proper operation of the property affected thereby;

(xii)  the burdens of any law or governmental organization or permit requiring the
Mortgagor to maintain certain facilities or perform certain acts as a condition of its
occupancy of or interference with any public land or any river, stream or other
waters or relating to environmental matters;

(xii)  any Lien or encumbrance for the discharge of which moneys have been
deposited in trust with a proper depository to apply such moneys to the discharge
of such Lien or encumbrances;

(xiv) any Lien reserved as security for rent or compliance with other provisions
of the lease in case of any leasehold estate made, or existing on property acquired
in the ordinary course of business or in connection with Restricted Rentals
permitted by Section 4.03,;

(xv)  Liens for purchase money indebtedness permitted by Section 4.03; and
(xvi) the Lien of the Original Mortgage.

Principal shall mean the amount of principal billed on account of Total Long-Term
Debt of Mortgagor as computed pursuant to the Accounting Requirements.

RUS shall mean the United States of America, acting by and through the
Administrator of the Rural Utilities Service, formerly known as the Rural Electrification
Administration and shall include its successors and assigns.

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 rental or additional rental) for maintenance or repairs, insurance,
taxes, assessments, water rates or similar charges. For the purpose of this definition, the
term “finance lease" shall mean any lease having a rental term (including the term for
which such lease may be renewed or extended at the option of the lessee) in excess of 3
years and covering property having an initial cost in excess of $250,000 other than
automobiles, trucks, trailers, other vehicles (including without limitation aircraft and ships),
office, garage and warehouse space and office equipment (including without limitation
computers).
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Al right, title and interest of the Mortgagor in and to the electric generating plants
and facilities and electric transmission and distribution lines and facilities now owned by
the Mortgagor and located in the counties listed in Apoendix B hereto, or hereafter
constructed or acquired by the Mortgagor, wherever located, and in and to all extensions
and improvements thereof and additions thereto, including any and all other property of
every kind, nature and description, used, useful or acquired for use by the Mortgagor in
connection therewith, and including, without limitation, the property described in the
property schedule listed on or attached to Appendix B hereto;

All right, title and interest of the Mortgagor in, to and under any and all grants,
privileges, rights of way and easements now owned, held, leased, enjoyed or exercised, or
which may hereafter be owned, held, leased, acquired, enjoyed or exercised, by the
Mortgagor for the purposes of, or in connection with, the coristruction or operation by or on
behalf of the Mortgagor of electric transmission or distribution lines or systems, whether
underground or overhead or otherwise, or of any electric generating plant, wherever
located;

v

All right, title and interest of the Mortgagor in, to and under any and all licenses,
franchises, ordinances, privileges and permits heretofore granted, issued or executed, or
which may hereafter be granted, issued or executed, to it or to its assignors by the United
States of America, or by any state, or by any county, township, municipality, village or
other political subdivision thereof, or by any agency, board, commission or department of
any of the foregoing, authorizing the construction, acquisition or operation of electric
transmission or distribution lines or systems, or any electric generating plant or plants,
insofar as the same may by law be assigned, granted, bargained, sold, conveyed,
transferred, mortgaged or pledged;

\Y

All right, title and interest of the Mortgagor in, to and under all personal property
and fixtures of every kind and nature including without limitation all goods (including
inventory, equipment and any accessions thereto), instruments (including promissory
notes), documents, accounts, chattel paper, deposit accounts, letter-of-credit rights,
investment property (including certificated and uncertificated securities, security
entitements and securities accounts), software, general intangibles, supporting
obligations, any other contract rights or rights to the payment of money, insurance claims
and proceeds (as such terms are defined in the UCC; provided, however, that the term
“instrument” shall be such term as defined in Article 9 of the UCC rather than Article 3);

Vi

All right, title and interest of the Mortgagor in, to and under any and all agreements,
leases or contracts heretofore or hereafter executed by and between the Mortgagor and
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any person, firm or corporation relating to the Mortgaged Property (including contracts for
the lease, occupancy or sale of the Mortgaged Property, or any portion thereof);

\i

All right, title and interest of the Mortgagor in, to and under any and all books,
records and correspondence relating to the Mortgaged Property, including, but not limited
to: all records, ledgers, leases and computer and 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 otherwise necessary or helpful in the collection of or realization
on the Mortgaged Property,

VI

Also, all right, title and interest of the Mortgagor in and to all other property, real or
personal, tangible or intangible, of every kind, nature and description, and wheresoever
situated, now owned or hereafter acquired by the Mortgagor, it being the intention hereof
that all such property now owned but not specifically described herein or acquired or held
by the Mortgagor after the date hereof shall be as fully embraced within and subjected to
the lien hereof as if the same were now owned by the Mortgagor and were specifically
described herein to the extent only, however, that the subjection of such property to the
lien hereof shall not be contrary to law;,

Together with all rents, income, revenues, profits, cash, proceeds and benefits at
any time derived, received or had from any and all of the above-described property or
business operations of the Mortgagor, to the fullest extent permitted by law.

Provided, however, that no automobiles, trucks, trzilers, tractors or other vehicles
(including, without limitation, aircraft or ships, if any) which are titled and/or registered in
any state of the United States and owned or used by the Mortgagor shall be included in
the Mortgaged Property.

TO HAVE AND TO HOLD all and singular the Mortgaged Property unto the
Mortgagee and its assigns forever, to secure equally and ratably the payment of the
principal of and interest on and any other amount due under the Notes, according to their
tenor and effect, without preference, priority or distinction as to interest or principal (except
as otherwise specifically provided herein) or as to lien or otherwise of any Note over any
other Note by reason of the priority in time of the execution, delivery or maturity thereof or
of the assignment or negotiation thereof, or otherwise, and to secure the due performance
of the covenants, agreements and provisions herein and in the Loan Agreement
contained, and for the uses and purposes and upon the terms, conditions, provisos and
agreements hereinafter expressed and declared.

ARTICLE il
ADDITIONAL SECURED NOTES

Section 3.01. Additional Secured Notes.
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A. Without the prior consent of the Mortgagee, the Mortgagor may issue Additional
Notes to RUS, which Notes will thereupon be secured equally and ratably with the Notes if
the following requirements are satisfied:

(i) As evidenced by a certificate of an independent certified public accountant
delivered to the Mortgagee, the Mortgagor shall have achieved (a) for each of the
two calendar years preceding, or any two consecutive 12 month periods ending
within 180 days preceding the issuance of such Notes, a DSC of not less than 1.35
and (b) Equity of not less than twenty percent (20%) of Total Assets after taking
into consideration such new indebtedness and the assets created by such
indebtedness; and

(ii) No Event of Default or any event which with the giving of notice or lapse of
time or both would become an Event of Default hias occurred and is continuing

hereunder.

B. Without the prior consent of the Mortgagee, the Mortgagor may issue Additional
Notes for the purpose of refunding or refinancing any Notes, which Additional Notes will
thereupon be secured equally and ratably with the Notes, so long as (i) the total amount of
outstanding indebtedness evidenced by any such Additional Note is not greater than 105
percent of the Note being refunded or refinanced and (i) no Event of Default or any event
which with the giving of notice or lapse of time or both would become an Event of Default,
has occurred and is continuing hereunder.

Notwithstanding either of the foregoing, CFC may offer additional credit facilities to
the Mortgagor to be secured hereunder, and the Mortgagor may issue Additional Notes to
CFC in connection therewith, which Notes will thereupon be secured equally and ratably
with the Notes, without the Mortgagor meeting the above requirements.

Section 3.02. Maximum Debt Limit. The Notes at any one time secured by
this Mortgage shall not in the aggregate principal amount exceed the Maximum Debt
Limit.

ARTICLE IV
PARTICULAR COVENANTS OF THE MORTGAGOR
The Mortgagor covenants with the Mortgagee as follows:

Section 4.01. Authority to Execute and Deliver Notes and Mortgage; All
Action Taken; Enforceable Obligations. The Mortgagor is authorized under its articles
of incorporation and bylaws and all applicable laws and by corporate action to execute and
deliver the Notes and this Mortgage; and the Notes and this Mortgage are, and any
Additional Notes when executed and delivered will be, the valid and enforceable
obligations of the Mortgagor in accordance with their respective terms.

Section 4.02. Authority to Mortgage Property; No Liens; Exception for
Permitted Encumbrances; Mortgagor to Defend Title and Remove Liens. The
Mortgagor warrants that it is the owner of, or has other rights in the Mortgaged Property,
that it has good, right and lawful authority to mortgage the Mortgaged Property for the
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in the Mortgaged Property falls within the scope of Article 9 of the applicable Uniform
Commercial Code, or (i) as being of an equal or lesser scope or with greater detail, and
(b) contain any other information required by part & of Article 9 of the applicable Uniform
Commercial Code for the sufficiency or filing office acceptance of any financing statement
or amendment, including (i) whether the Mortgagor is an organization and the type of
organization 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 Uniform
Commercial Code jurisdiction any like initial financing staterents or amendments thereto if
filed prior to the date hereof.

Section 4.15. Other Actions Concerning Mortgaged Property. The Mortgagor
will take any other action reasonably requested by the Mortgagee to insure the
attachment, perfection and first priority of, and the ability of the Mortgagee to enforce, the
Mortgagee’s lien on and security interest in any and all of the Mortgaged Property
including, without limitation (a) complying with any provision of any statute, regulation or
treaty of the United States as to any Mortgaged Property if compliance with such provision
is a condition to attachment, perfection or priority of, or ability of the Mortgagee to enforce,
the Mortgagee’s security interest in such Mortgaged Property, (b) obtaining governmental
and other third party consents and approvals, including without limitation any consent of
any licensor, lessor or other person obligated on Mortgaged Property, (c) obtaining
waivers from mortgagees and landlords in form and substance satisfactory to the
Mortgagee and (d) taking all actions required by any earlier versions of the Uniform
Commercial Code or by other law, as applicable in any relevant Uniform Commercial Code
jurisdiction, or by other law as applicable in any foreign jurisdiction.

ARTICLE V
EVENTS OF DEFAULT AND REMEDIES

Section 5.01. Events of Default: Each of the following shall be an "Event of
Default":

(a) Payments. Failure of Mortgagor to make any 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, whether by acceleration or otherwise;

(b) Other Covenants. Failure of Mortgagor to observe or perform any
covenant, condition or agreement on the part of the Mortgagor, in any of the Notes,
the Loan Agreement or in this Mortgage, and such default shall continue for a
period of thirty (30) days after written notice specifying such default shall have
been given to the Mortgagor by the Mortgagee;

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

(d) Dissolution or Liquidation. Other than as provided in subsection (c)
above, the dissolution or liquidation of the Mortgagor, or failure by the Mortgagor
promptly to forestall or remove any execution, garnishment or attachment of such
consequence as will impair its ability to continue its business or fulfill its obligations
and such execution, garnishment or attachment shall not be vacated within sixty
(60) days;

(e) Corporate Existence. The Mortgagor shall forfeit or otherwise be
deprived of its corporate charter or franchises, permits, easements, or licenses
required to carry on any material portion of its business;

(f) Final Judgment. A final judgment in excess of $100,000 shall be
entered against the Mortgagor and shall remain unsatisfied or without a stay in
respect thereof for a period of sixty (60) days;

(9) Representations and Warranties. Any representation or warranty
made by the Mortgagor herein, in the Loan Agreement or in any certificate or
financial statement delivered hereunder or thereunder shall prove to be false or
misleading in any material respect; or

(h) Other Obligations. Default by the Mortgagor in the payment of any
obligation, whether direct or contingent, for borrowed money or in the performance
or observance of the terms of any instrument pursuant to which such obligation
was created or securing such obligation.

Section 5.02. Remedies. If one or more of the Events of Default shall occur and

be continuing, the Mortgagee personally or by attorney, in its discretion, may, to the fullest
extent permitted by law:

(@) Acceleration: Rescission and Annulment. Declare the principal of,
and any other amounts due on account of, the Notes secured hereunder to be due
and payable immediately by a notice in writing to the Mortgagor and upon such
declaration, all unpaid principal (premium, if any) and accrued interest so declared
shall become due and payable immediately, anything contained herein or in any
Note or Notes to the contrary notwithstanding.

If at any time after the unpaid principal of (premium, if any) and accrued
interest on any of the Notes shall have been so declared to be due and payable, all
payments in respect of principal and interest which shall have become due and
payable by the terms of such Note or Notes (other than amounts due as a result of
the acceleration of the Notes) shall be paid to the Mortgagee, and all other defaults
hereunder and under the Notes shall have been made good and secured to the
satisfaction of the Mortgagee, then and in every such case, the Mortgagee may, by
written notice to the Mortgagor, 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.
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(b) Possession; Collection. Take immediate possession of the
Mortgaged Property, collect and receive all credits, outstanding accounts and bills
receivable of the Mortgagor and all rents, income, revenues and profits pertaining
to or arising from the Mortgaged Property, or any part thereof, whether then past
due or accruing thereafter, and issue binding receipts therefor; and manage,
control and operate the Mortgaged Property as fully as the Mortgagor might do if in
possession thereof, including, without limitation, the making of all repairs or
replacements deemed necessary or advisable;

(c) Enforcement; Receiver. Proceed to protect and enforce the rights
of the Mortgagee by suits or actions in equity or at law in any court or courts of
competent jurisdiction, whether for specific performance of any covenant or any
agreement contained herein or in aid of the execution 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 debt hereby secured or for the
enforcement of such other or additional appropriate legal or equitable remedies as
may be 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 shall have the right to have appointed a receiver
of the Mortgaged Property and of all rents, income, revenues and profits pertaining
thereto or arising therefrom, whether then past due or accruing after the
appointment of such receiver, derived, received or had from the time of the
commencement of such suit or action, and such receiver shall have all the usual
powers and duties of receivers in like and similar cases, to the fullest extent
permitted by law, and if application shall be made for the appointment of a receiver
the Mortgagor hereby expressly consents that the court to which such application
shall be made may make said appointment; and

(d) Auction. Sell or cause to be sold all and singular the Mortgaged
Property or any part thereof, and all right, title, interest, claim and demand of the
Mortgagor therein or thereto, at public auction at such place in any county in which
the property to be sold, or any part thereof, is located, at such time and upon such
terms as may be specified in a notice of sale, which notice shall comply with all
applicable law. Subject to all applicable provisions of law, any sale to be made
under this subparagraph (d) of this Section 5.02 miay be adjourned from time to
time by announcement at the time and place appointed for such sale, and without
further notice or publication the sale may be had at the time and place to which the
same shall be adjourned.

No delay in exercising any right or remedy hereunder, or otherwise afforded by law, shall
operate as a waiver thereof.

Section 5.03. Application of Proceeds from Remedial Actions. Any proceeds
or funds arising from the exercise of any rights or the enforcement of any remedies herein
provided after the payment or provision for the payment of any and all costs and expenses
in connection with the exercise of such rights or the enforcement of such remedies shall
be applied first, to the ratable payment of indebtedness 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
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on account of the unpaid principal of the Notes; and the balance, if any, shall be paid to
the Mortgagor or whosoever shall be lawfully entitled thereto.

Section 5.04. Remedies Cumulative; No Election. Every right or remedy
herein conferred upon or reserved to the Mortgagee shall be cumulative and shall be in
addition to every other right and remedy given hereunder or now or hereafter existing at
law, or in equity, or by statute. The pursuit of any right or remedy shall not be construed
as an election. :

Section 5.05. Waiver of Appraisement Rights. The Mortgagor, for itself and all
who may claim through or under it, covenants that it will not at any time insist upon or
plead, or in any manner whatever claim, or take the benefit or advantage of, any
appraisement, valuation, stay, extension or redemption laws now or hereafter in force in
any locality where any of the Mortgaged Property may be situated, 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.

Section 5.06. Notice of Default. The Mortgagor covenants that it will give
immediate written notice to the Mortgagee of the occurrence of an Event of Default.

ARTICLE VI
POSSESSION UNTIL DEFAULT-DEFEASANCE CLAUSE

Section 6.01. Possession Until Default. Until some one or more of the Events
of Default shall have happened, the Mortgagor shall be suffered and permitted to retain
actual possession of the Mortgaged Property, and to manage, operate and use the same
and any part thereof, with the rights and franchises appertaining thereto, and to collect,
receive, take, use and enjoy the rents, revenues, issues, earnings, income, products and
profits thereof or therefrom, subject to the provisions of this Mortgage.

Section 6.02. Defeasance. If the Mortgagor shall pay or cause to be paid the
whole amount of the principal of (premium, if any) and 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 and under the Loan Agreement and shall keep and
perform, all covenants herein required to be kept and performed by it, then and in that
case, all property, rights and interest hereby conveyed or assigned or pledged shall revert
to the Mortgagor and the estate, right, title and interest of the Mortgagee shall thereupon
cease, determine and become void and the Mortgagee, in such case, on written demand
of the Mortgagor but at the Mortgagor's cost and expense, shall enter satisfaction of the
Mortgage upon the record. In any event, the Mortgagee, upon payment in full by the
Mortgagor of all principal of (premium, if any) and interest on the Notes and the payment
and discharge by the Mortgagor of all charges due hereunder or under the Loan
Agreement, shall execute and deliver to the Mortgagor such instrument of satisfaction,
discharge or release as shall be required by law in the circumstances.
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Dixie-Escalante Rural Electric Association, Inc.
71 E Highway 56

Beryl, UT 84714-5197

Attention: General Manager

Fax: (435) 439-5352

As to the Mortgagee:

National Rural Utilities Cooperative Finance Corporation
20701 Cooperative Way

Dulles, Virginia 20166

Attention: General Counsel

Fax # 866-230-5635

Section 7.05. Severability. The invalidity of any one or more phrases, clauses,
sentences, paragraphs or provisions of this Mortgage shall not affect the remaining
portions hereof. ‘

Section 7.06 Mortgage Deemed Security Agreement. To the extent that any of
the property described or referred to in this Mortgage is governed by the provisions of the
Uniform Commercial Code, this Mortgage is hereby deemed a "security agreement’, a
"financing statement" and a “fixture filing” under the Uniform Commercial Code. The
Mortgagor herein is the “debtor” and the Mortgagee herein is the “secured party.” The
mailing addresses of the Mortgagor as debtor and of the Mortgagee as secured party are
as set forth in Section 7.04 hereof. The Mortgagor is an organization of the type and
organized in the jurisdiction set forth on the first page hereof.

Section 7.07. Indemnification by Mortgagor of Mortgagee. The Mortgagor
agrees to indemnify and save harmless the Mortgagee against any liability or damages
which the Mortgagee may incur or sustain in the exercise and performance of its rightful
powers and duties hereunder. The obligation of Mortgagor to reimburse and indemnify the
Mortgagee hereunder shall be secured by this Mortgage in the same manner as the Notes
and all such reimbursements for expense or damage shall be paid to the Mortgagee with
interest at the rate specified in Section 4.08 hereof.

Section 7.08. Counterparts. This Mortgage may be simultaneously executed in
any number of counterparts, and all said counterparts executed and delivered, each as an
original, shall constitute but one and the same instrument.

Section 7.09. Costs and Expenses: Mortgagor agrees to pay and be liable for
any and all expenses, including, but not limited to reasonable attorney's fees, court costs,
receiver's fees, costs of advertisement and agent's compensation, incurred by Mortgagee
in exercising or enforcing any of its rights hereunder. Such sums shall be secured hereby
and shall be payable forthwith, with interest thereon at the rate specified in Section 4.08
hereof.

Section 7.10. Governing Law. This Mortgage shall be governed by, and
construed according to, the laws of the State of Utah, except to the extent governed by
federal law or the Uniform Commercial Code of the state of the Mortgagor's location.
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DIXIE-ESCALANTE RURAL ELECTRIC
ASSOCIATION, ING.

(SEAL)
By:
Title:
Attest:
Title:
Executed by the Mortgagor
in the presence of:
Witnesses
STATE OF UTAH )
) SS
COUNTY OF )
On this day of , before me appeared
and personally
known by me and, having been duly sworn by me, did say that they are the
and , respectively, of Dixie-Escalante Rural Electric Association, Inc.,

a Utah corporation, and that the seal affixed to the feregoing instrument is the corporate
seal of said corporation, and that said instrument was signed and sealed in behalf of said
corporation by authority of its Board of Oirectors, and the said

and acknowledged that
the execution of said instrument was a free act and deed of said corporation.

IN WITNESS whereof, | have hereunto set my hand and official seal the day and
year last above written.

(Notarial Seal) Notary Public

My commission expires:

CFC MORTG
UT020-V-9013(ELGINB)
2291291



NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION,

(SEAL)
By:
Assistant Secretary-Treasurer
Attest:
Title:
Assistant Secretary - Treasurer
Executed by the Mortgagee
in the presence of:
Witnesses
COMMONWEALTH OF VIRGINIA )
) SS
COUNTY OF LOUDOUN )
The foregoing instrument was acknowledged before me this day of
. by , Assistant Secretary-Treasurer

of National Rural Utilities Cooperative Finance Corporation, a District of Columbia
cooperative association, on behalf of the association.

Notary Public

Notary Seal

Notary registration number:

My commission expires:
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