RESOLUTION 08-2025

A RESOLUTION APPROVING AND AUTHORIZING
A POWER SALES AGREEMENT BETWEEN THE
KERRVILLE PUBLIC UTILITY BOARD AND THE
KERRVILLE PUBLIC UTILITY BOARD PUBLIC
FACILITY CORPORATION, THE ISSUANCE OF
POWER SUPPLY REVENUE BONDS BY THE
KERRVILLE PUBLIC UTILITY BOARD PUBLIC
FACILITY CORPORATION, AND OTHER MATTERS
IN CONNECTION THEREWITH

WHEREAS, the City Council of the City of Kerrville, Texas (the “City”)
authorized and approved the creation of the Kerrville Public Utility Board Public
Facility Corporation (the “Corporation”) under Chapter 303, as amended, Texas Local
Government Code (the “Act”), for the purpose of financing or providing for the
acquisition, construction, rehabilitation, renovation, repair, equipping, furnishing,
and placement in service of “public facilities” (as defined in the “Act”), including
electric power supply facilities to be devoted to public use by the City’s electric, light
and power system (the “System”), as managed by the Kerrville Public Utility Board
(“KPUB”) in an orderly, planned manner and at the lowest possible costs (collectively,
the “Public Purposes”); and

WHEREAS, the Corporation’s Board of Directors (the “Board”) has
determined that it is in the public interest and to the benefit of the City’s residents
that it continue to finance the construction of a Gas-Fired Reciprocating Internal
Combustion Engine (RICE) Facility Project (the “Project”), as further described in the
Corporation Resolution (defined below), in order to effectuate the Public Purposes in
a timely and cost effective manner; and

WHEREAS, the Corporation has developed a plan of finance for the Project
under which it expects to issue in one or more series of tax-exempt and taxable
revenue bonds (collectively, the “Bonds”) issued under the terms of a Trust Indenture
as further described in the Corporation Resolution (the “Indenture”); and

WHEREAS, the Bonds will be special limited obligations of the Corporation,
secured and payable by the pledge of the revenues generated under the terms of a
power sales agreement (the “Power Sales Agreement”) between the Corporation and
KPUB, under the terms of which KPUB will purchase a portion of the Project’s output

in exchange for making the payments described under the Power Sales Agreement;
and

WHEREAS, the Project is expected to cost approximately $181,000,000,
including certain financing costs and capitalized interest; and



WHEREAS, the Project is expected to provide KPUB with a financially stable
and reliable source of electric power that would not otherwise be available through
purchases of electricity using long term power agreements with wholesale power
suppliers other than the Corporation; and

WHEREAS, pursuant to Senate Bill 2627 - the Powering Texas Forward Act
(the “TEF Act”) - the Public Utility Commission of Texas (“PUCT”) was directed by
the Texas Legislature to administer the Texas Energy Fund (“T'EF”) to provide grants
and loans to finance the construction, maintenance, modernization, and operation of
electric facilities in Texas through four different programs, one of which is the In-
ERCOT Generation Loan Program; and

WHEREAS, under the In-ERCOT Generation Loan Program, the PUCT, in its
capacity, as Lender, is authorized to provide low-interest loans to qualifying
companies for the construction of new dispatchable electric generating facilities in
the ERCOT power region; and

WHEREAS, PUCT adopted 16 Texas Administrative Code §25.510 to
establish the application process, project eligibility requirements, evaluation criteria,
and loan terms for the In-ERCOT Generation Loan Program; and

WHEREAS, the Corporation constitutes part of the City’s municipally owned
utility and is authorized by law to construct, maintain, or finance the Project and may
borrow money from the TEF under the Texas Administrative Code; and

WHEREAS, KPUB submitted on behalf of the Corporation an application to
the In-ERCOT Generation Loan Program and TEF approved the application and is
expected to provide under the terms of a credit agreement between PUCT and the
Corporation (the “Credit Agreement”) financing for 60% of the cost of the Project at a
rate of interest equal to 3% per annum; and

WHEREAS, under the terms of the Credit Agreement, the Corporation will
issue and deliver to the PUCT from time to time certain of its Bonds issued on a
taxable basis; and

WHEREAS, the Corporation has worked with its financial advisor to develop
a plan to finance the remaining costs of the Project using Bonds sold on the open
market issued on a taxable or tax-exempt basis; and

WHEREAS, the Board of the Corporation approved a resolution authorizing
the financing of the Project through the issuance of the Bonds, the execution of the
Indenture, the Power Sales Agreement, the Credit Agreement, and the transactions
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contemplated thereby, in the form attached hereto as Exhibit A (the “Corporation
Resolution”); and

WHEREAS, the KPUB approved a resolution authorizing the financing of the
Project and the execution by KPUB of the Power Sales Agreement, and the

transactions contemplated thereby, in the form attached hereto as Exhibit B (the
“KPUB Resolution”); and

WHEREAS, prior to the issuance of Bonds, the Corporation’s Bond Resolution
and the transactions contemplate therein must be approved by the City Council of
the City;

NOW, THEREFORE, BE IT RESOLVED, BY THE CITY COUNCIL OF
THE CITY OF KERRVILLE, KERR COUNTY, TEXAS:

SECTION ONE. Authorization of Contracts. The Indenture, the Credit
Agreement, and the Power Sales Agreement to be executed by the Corporation, and
the Power Sales Agreement to be executed by KPUB, and any continuing disclosure
agreement to be executed by KPUB in connection with the marketing sand sale of the
Corporation’s Bonds, are hereby approved, with such changes as approved and
authorized by the resolution of the Corporation and the resolution of KPUB, not
contrary to the general intent thereof as such officer shall deem necessary or
appropriate.

SECTION TWO. Approval of Bonds. Issuance of the Bonds by the
Corporation is hereby approved for purposes of the Public Facility Corporation Act,
Chapter 303, Texas Local Government Code, as amended, provided that the City shall
be in no way obligated on the Bonds or to provide any money to the Corporation to
pay the Bonds.

SECTION THREE. Management of the System. In accordance with
Ordinance No. 91-11, the City Council hereby confirms and agrees that for so long as
Bonds secured by the Power Sales Agreement remain outstanding, the complete
management and control of the System shall remain vested in KPUB.

SECTION FOUR. Other Action. The Mayor, the Secretary, and the City
Manager of the City, or any of them, are authorized to take any and all action
necessary or convenient to give effect to the actions authorized hereby and to observe
and perform the obligations of the City to facilitate the transactions authorized by
this Resolution.

Page 3 of 4 Reso. 08-2025



SECTION FIVE. Findings. The recitals contained in the preamble hereof
are hereby found to be true, and such recitals are hereby made a part of this
Resolution for all purposes and are adopted as a part of the judgment and findings of
the City Council. If any provision of this Resolution or the application thereof to any
person or circumstance shall be held to be invalid, the remainder of this Resolution
and the application of such provision to other persons and circumstances shall
nevertheless be valid, and the City Council hereby declares that this Resolution
would have been enacted without such invalid provision. It is officially found,
determined, and declared that the meeting at which this Resolution is adopted was
open to the public and public notice of the time, place, and subject matter of the public
business to be considered at such meeting, including this Resolution, was given, all
as required by Chapter 551, as amended, Texas Government Code.

SECTION SIX. Applicable Law. This Resolution shall be construed and
enforced in accordance with the laws of the State of Texas and the United States of
America.

SECTION SEVEN. Effective Date. This Resolution shall be in force
and effect from and after its final passage, and it is so resolved.

PASSED AND ADOPTED ON this the | Wday of MOWOLE

A.D., 2025.
Brdn: ),
&/4#’/1//2’1’"‘( w. .
J@{erring Jr., Mayst
APPROVE]i?TO FORM.: ATTEST:
Michael C. HEyes, Citywrney Shelley McElhannon) City Secretary

T:\Legal\KPUB\Reso\KPFC _Sponsor Bond and Document Resolution_030425.docx
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EXHIBIT A - CORPORATE RESOLUTION

RESOLUTION NO. 25-01

A RESOLUTION AUTORIZING THE ISSUANCE OF POWER SUPPLY REVENUE BONDS
TO FINANCE POWER GENERATION FACILITY FOR THE BENEFIT OF THE KERRVILLE
PUBLIC UTILITY SYSTEM; ESTABLISHING CERTAIN SPECIFIED PRICING
PARAMETERS; APPROVING THE FORM OF THE INDENTURE, THE POWER SALES
AGREEMENT, AND THE CREDIT AGREEMENT, AND OTHER AGREEMENTS
RELATED THERETO; AUTHORIZING THE PREPARATION AND APPROVAL OF THE
PRELIMINARY OFFICIAL STATEMENT AND DISTRIBUTION THEREOF; APPROVING
PREPARATION AND DISTRIBUTION OF A FINAL OFFICIAL STATEMENT; AND
AUTHORIZING THE EXECUTION AND DELIVERY OF OTHER DOCUMENTS IN
CONNECTION WITH, AND THE TAKING OF OTHER ACTION TO EFFECT, THE
ISSUANCE, SALE AND DELIVERY OF THE POWER SUPPLY REVENUE BONDS; AND
RESOLVING RELATED MATTERS

WHEREAS, the City Council of the City of Kerrville, Texas (the “City") authorized and
approved the creation of the Kerrville Public Utility Board Public Facility Corporation (the
“Corporation”) under Chapter 303, as amended, Texas Local Government Code (the “Act”), for
the purpose of financing or providing for the acquisition, construction, rehabilitation, renovation,
repair, equipping, furnishing, and placement in service of "public facilities” (as defined in the
“Act”), including electric power supply facilities to be devoted to public use by the City’s electric,
light and power system (the “System"), as managed by the Kerrville Public Utility Board (“KPUB")

in an orderly, planned manner and at the lowest possible costs (collectively, the “Public
Purposes”); and

WHEREAS, the Corporation’s Board of Directors (the "Board”) has determined that it is in
the public interest and to the benefit of the City's residents that it continue to finance the
construction of a Gas-Fired Reciprocating Internal Combustion Engine (RICE) Facility Project (the
“Project”), as further described in Exhibit A of this Resolution, in order to effectuate the Public
Purposes in a timely and cost effective manner; and

WHEREAS, the Corporation has developed a plan of finance for the Project under which
it expects to issue in one or more series of tax-exempt and taxable revenue bonds (collectively,

the “Bonds”) issued under the terms of a Trust Indenture as further described in this Resolution
(the “Indenture”); and

WHEREAS, the Bonds will be special limited obligations of the Corporation, secured and

payable by the pledge of the revenues generated under the terms of a power sales agreement
(the "Power Sales Agreement”) between the Corporation and KPUB, under the terms of which
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KPUB will purchase a portion of the Project's output in exchange for making the payments
described under the Power Sales Agreement; and

WHEREAS, the Project is expected to cost approximately $181,000,000, including certain
financing costs and capitalized interest costs; and

WHEREAS, the Project is expected to provide KPUB with a financially stable and reliable
source of electric power that would not otherwise be available through purchases of electricity
using long term power agreements with wholesale power suppliers other than the Corporation;
and

WHEREAS, pursuant to Senate Bill 2627 - the Powering Texas Forward Act (the "TEF Act”)
- the Public Utility Commission of Texas (“PUCT") was directed by the Texas Legislature to
administer the Texas Energy Fund ("TEF") to provide grants and loans to finance the construction,
maintenance, modernization, and operation of electric facilities in Texas through four different
programs, one of which is the In-ERCOT Generation Loan Program; and

WHEREAS, under the In-ERCOT Generation Loan Program, the PUCT, in its capacity, as
Lender, is authorized to provide low-interest loans to qualifying companies for the construction

of new dispatchable electric generating facilities in the ERCOT power region; and

WHEREAS, PUCT adopted 16 Texas Administrative Code §25.510 to establish the
application process, project eligibility requirements, evaluation criteria, and loan terms for the
In-ERCOT Generation Loan Program; and

WHEREAS, the Corporation constitutes part of the City’s municipally owned utility and is
authorized by law to construct, maintain, or finance the Project and may borrow money from the
TEF under the Texas Administrative Code; and

WHEREAS, KPUB submitted on behalf of the Corporation an application to the In-ERCOT
Generation Loan Program and TEF approved the application and is expected to provide under the
terms of a credit agreement between PUCT and the Corporation (the "Credit Agreement”)

financing for 60% of the cost of the Project at a rate of interest equal to 3% per annum; and

WHEREAS, under the terms of the Credit Agreement the Corporation will issue and deliver
to the PUCT from time to time certain of its Bonds issued on a taxable basis; and

WHEREAS, the Corporation has worked with its financial advisor to develop a plan to
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finance the remaining costs of the Project using Bonds sold on the open market issued on a
taxable or tax-exempt basis; and

WHEREAS, the Board hereby finds and determines that the adoption of this Resolution is
in the best interests of the System and the residents of the City; and

WHEREAS, prior to the issuance of Bonds, this Resolution and the transactions

contemplated herein shall be approved by the KPUB and the City Council of the City; now
therefore,

BE IT RESOLVED BY BOARD OF DIRECTORS OF KERRVILLE PUBLIC UTILITY BOARD PUBLIC
FACILITY CORPORATION:

Section 1. Incorporation of Preamble. The statements and findings in the preamble and
recitals of this Resolution are hereby adopted and made a part of this Resolution.

Section 2. Authorization of Bonds, Pricing Certificates, Execution and Delivery of the
Indenture, the Power Sales Agreement, the Credit Agreement, and the Bonds.

a) Pursuant to the Act, there is hereby authorized to be issued, in one or more series,
the Bonds in the aggregate principal amount not to exceed the par amount specified
in Section 3 below. The title of each series of Bonds shall be designated as the
“Kerrville Public Utility Board Public Facility Corporation Power Supply Revenue
Bonds, Series 2025” with such additional or different designations as set forth in the
Pricing Certificate pertaining to such series of Bonds.

b} The Pricing Certificate for any series of Bonds shall set forth the price at which each
series of Bonds will be sold, the scheduled maturity date of each series of Bonds, the
aggregate principal amount of each series of Bonds, the rate of interest to be borne
by each series of Bonds, the Payment Dates on which interest of each series of Bonds
will be scheduled to be paid, the Payment Date on which principal of each series of
Bonds will become legally due and payable, the dates, price or method for
determining the price, and the terms upon and at which the Bonds shall be subject to
redemption, if any, prior to the scheduled principal Payment Dates at the option of
the Corporation, as well as any mandatory sinking fund redemption provisions,
provisions with respect to the use of bond proceeds to pay capitalized interest, and
any other matters specified herein or otherwise necessary or desirable in connection
with the issuance and sale of the Bonds.
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¢} Pursuant to the Chapter 22 of the Texas Business and Commerce Code, as amended,
the Board hereby authorizes and directs the President/Chair, the Executive Director
or other authorized officer (each an "Authorized Officer), on behalf of the
Corporation, to:

i) execute and deliver the Indenture, substantially in the form attached hereto
as Exhibit B, along with any series supplements for the Bonds, and with such
modifications thereto as the Authorized Officer executing the same, in his or
her sole discretion, shall approve, such execution to be conclusive evidence of
the approval of the Indenture by the Board;

ii) execute and deliver the Power Sales Agreement, substantially in the form
attached hereto as Exhibit C with such modifications thereto as the Authorized
Officer executing the same, in his or her sole discretion, shall approve, such
execution to be conclusive evidence of the approval of the Power Sales
Agreement by the Board;

iii) execute and deliver the Credit Agreement, substantially in the form attached
hereto as Exhibit D with such modifications thereto as the Authorized Officer
executing the same, in his or her sole discretion, shall approve, such execution
to be conclusive evidence of the approval of the Credit Agreement by the
Board;

iv) execute and deliver the escrow deposit agreement described in the Credit
Agreement, and any other credit support agreement necessary or convenient
to facilitate the financing of the Project on terms and conditions beneficial to
the Corporation, as determined by the Authorized Officer in a pricing
certificate; and

v) execute and deliver the Bonds, substantially in the form set forth in the
executed series supplements to the Indenture, provided that the terms of the
Bonds shall conform to the terms set forth in the Pricing Certificate; provided,
however, that the final series of Bonds hereunder issued shall be sold on or
before March 7, 2026.

d) Each Authorized Officer is hereby authorized and directed, upon the execution of the
Bonds in the form and manner set forth in the Indenture, as supplemented by one or
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more series supplements to such Indenture, and herein, to deliver the Bonds in the
amount authorized to be issued hereunder to:

i) the PUCT under the terms of the Credit Agreement; and

i) to or upon order of underwriters for the bonds pursuant to a bond purchase
agreement, upon payment of the purchase price and upon compliance by the
Underwriters with the terms of such bond purchase agreement.

e) The Bonds will be limited obligations of the Corporation, payable solely from amounts

paid under the Power Sales Agreement pledged to the Trust Estate pursuant to the
Indenture.

f) The Board hereby confirms the appointment of U.S. Bank Trust Company, National
Association to serve as Indenture Trustee and Bond Registrar under the terms of the
Indenture.

Section 3. Pricing Parameters. The Board hereby determines that the Bond sale shall
proceed on the basis of the following parameters:

a) the interest rate of the Bonds delivered to the PUCT under the terms of the Credit
Agreement shall not exceed three percent per annum (3%); provided, however, such
Bonds may accrue interest at a higher interest rate, which shall not exceed the
maximum rate allowed by law, after and during the continuation of an event of default
under the Indenture;

b) the interest rate of any Bonds issued under the terms of this Resolution shall not
exceed six and one half percent per annum (6.5%);

c¢) the aggregate par amount of the Bonds shall not exceed $181,000,000;

d) the final maturity of each series of Bonds shall not exceed twenty-five (25) years from
their respective date of issuance;

e) the Bonds may subject to redemption, in accordance with the terms set forth in the
Pricing Certificate for a series of Bonds;

and
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f)

any series of Bonds may be supported and secured by the purchase of bond insurance
and/or debt service reserve fund surety provider, if any, based on the guidance of the
Corporation’s financial advisor.

Section 4. Pricing Certificate. In the Pricing Certificate for any series of Bonds, the
Authorized Officers shall determine and approve the final terms of the Bonds delivered under

the terms of the Credit Agreement and any bond purchase agreement with underwriters;

provided, however, such final terms shall be in accordance with the pricing parameters described

in Section 3 of this Resolution.

Section 5. Underwriters; Authorization of Marketing and Sale of Bonds.

a)

b)

With respect to any series of Bonds not delivered to the PUCT pursuant to the Credit
Agreement, the Authorized Officers, on behalf of the Corporation and based on the
recommendation of the Corporation’s financial advisor, will select an investment
banking firm (the “Underwriters”) as the initial purchasers of any series of Bonds;
provided, however, that each of the President/Chair or Executive Director of the
Corporation is authorized to issue an applicable series of Bonds pursuant to a private
placement, competitive sale, or negotiated sale and, if through a negotiated sale, to
select the underwriters, all based on guidance from the Corporation’s financial
advisor, and such Authorized Officers are hereby authorized to determine whether or
not to issue a series of Bonds on a taxable or tax-exempt basis subject to market
conditions at the time of the pricing and sale of such series of Bonds and based on the
guidance of the Corporation's financial advisors.

With respect to any series of Bonds not delivered to the PUCT pursuant to the Credit
Agreement, the Corporation hereby authorizes the sale of each series of Bonds to the
underwriters on the terms prescribed in a bond purchase agreement approved by an
Authorized Officer in the applicable Pricing Certificate for such series of Bonds. Each
Authorized Officer, acting on behalf of the Corporation, is authorized to approve the
bond purchase agreement and to do any and all things necessary or desirable to
satisfy the conditions set out therein and to provide for the issuance and delivery of
such Bonds. Upon the completion of the terms of the bond purchase agreement in
accordance with the terms of this Resolution, the Executive Director of the
Corporation or other Authorized Officer is authorized and directed to enter into and
execute the bond purchase agreement on behalf of the Corporation, such execution
to be conclusive evidence of the approval thereof by the Board. The final form of the
bond purchase agreement shall be attached to the Pricing Certificate.
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Section 6. Authorization of Preliminary and Final Official Statements and Continuing
Disclosure Agreement.

a) The Board hereby authorizes the preparation and distribution and use of a Preliminary
Official Statement for any series of the Bonds in the form approved by an Authorized
Officer, in his or her sole discretion, in accordance with the other terms and conditions
contained herein. The Board further authorizes each Authorized Officer to deem the
Preliminary Official Statement to be “final” within the meaning of Rule 15¢2-12 under
the Securities Exchange Act of 1934 (the “Rule”), and in furtherance thereof to
execute a certificate evidencing same.

b) The Board hereby authorizes and directs the execution and delivery of a final Official
Statement by any Authorized Officer, such final Official Statement being substantially
in the form of the Preliminary Official Statement with any such changes, insertions or
deletions as the Authorized Officer executing the same, in his or her sole discretion,
may approve, such execution to constitute conclusive evidence of the approval
thereof by the Board. The use and distribution of the final Official Statement in
connection with the offering and sale of any series of Bonds is hereby authorized.

c) The Board hereby authorizes and directs the execution and delivery of a continuing
disclosure agreement by any Authorized Officer on behalf of the Corporation (the
“lssuer Continuing Disclosure Agreement”) in accordance with the requirements of
the Rule. The final form of the Issuer Continuing Disclosure Agreement shall be
attached to the applicable Pricing Certificate.

Section 7. Prior Action. All acts heretofore performed on behalf of the Corporation by
KPUB staff or directors, officers, consultants, or agents of the Corporation which are in
conformity with the purposes and intent of this Resolution, and in furtherance of the issuance of
the Bonds and the execution, delivery and performance of the transactions approved herein and
as contemplated by the preliminary and final Official Statements shall be, and the same hereby
are in all respects, ratified, approved and confirmed.

Section 8. Governmental Action. The Board hereby directs that the Bonds, this

Resolution, any of the transaction documents and other appropriate proceedings and documents
relating to the Bonds be submitted to any governmental entity, agency, commission or office to
which any such material must be submitted to effect the lawful issuance of the Bonds.
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Section 9. No Personal Liability. No obligation imposed under this Resolution, the Bonds,

the transaction documents, or any other document or agreement executed by the Corporation

in connection with the issuance of the Bonds shall be deemed to be the obligation, in an

individual capacity, of any director, officer, commissioner, employee, or agent of the Corporation,

and no such director, officer, commissioner, employee, or agent or any individual executing the

Bonds, the transaction documents or any such other document or agreement on behalf of the

Corporation, shall be subject to any personal liability with respect thereto.

Section 10. Miscellaneous Provisions.

a)

b)

c)

The Authorized Officers are each designated as agents of the Board and the
Corporation in connection with the issuance and delivery of the Bonds and are
authorized and empowered, collectively or individually, to take all actions and steps
and to execute all instruments, documents and contracts on behalf of the Board and
the Corporation that are necessary, convenient or desirable in connection with the
execution and delivery of the Bonds and the transaction documents and for carrying
out the transactions and other matters contemplated by this Resolution, and which
are specifically authorized or are not inconsistent with the terms and provisions of
this Resolution.

The Authorized Officers are each hereby authorized to do all things, to take all actions,
and to execute and deliver all agreements, certificates, instruments and other
documents necessary, convenient or desirable in connection with the issuance of the
Bonds, including but not limited to a verification agent agreement, any dissemination
agentagreement, agreements related to the investment of the proceeds of the Bonds,
any depository trust agreement, if necessary or desirable, municipal bond insurance,
if necessary or desirable, and tax certificates with respect to the Bonds, if any, and the
performance of all agreements and covenants on the part of the Corporation
contained therein without the need for further action by the Board. Prior to the
issuance of the Bonds and if requested by the Attorney General of Texas or his
representative, the Executive Director of the Corporation may authorize such changes
in the written text of this Resolution, as well as all documents and agreements
approved hereby, as are necessary to obtain the opinion of the Attorney General
approving the Bonds and as such officer determines are consistent with the intent and
purposes of this Resolution, which determination shall be final.

The Board hereby authorizes any Authorized Officer to retain on behalf of the
Corporation such accountants, financial consultants, structuring agents,
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d)

dissemination agents and other professional advisors as may, from time to time, be
necessary, convenient or desirable in connection with the issuance of the Bonds.

Whenever the Board or an Authorized Officer is required to exercise its judgment
under the terms of any transaction document executed in connection with the
issuance of the Bonds, the Board or an Authorized Officer will be deemed to have
satisfied their respective obligation to exercise their judgment whenever they
exercise reasonable business judgment in making their decisions. A decision or action
by the Board or an Authorized Officer will be deemed to be the result of reasonable
business judgment, even if other reasonable or even arguably preferable alternatives
are available, if such decision or action is intended, in whole or significant part, to
carry out the responsibilities of the Corporation authorized in this Resolution with
respect to the issuance of the Bonds.

Section 11. Effective Date. This Resolution shall take effect immediately upon its
adoption by the Board.

PASSED, APPROVED AND ADOPTED on this 7" day of March, 2025

ATTEST:

KERRVILLE PUBLIC UTILITY BOARD
PUBLIC FACILITY CORPORATION

President, Board of Directors

Secretary, Board of Directors

(CORPORATION SEAL)
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Exhibit A

Project Description

The generation project contemplated is a new simple cycle natural gas peaking facility with a
nominal generating capacity of 122 M to be located outside of Kerr County. The facility will utilize
fast start natural gas-fired reciprocating internal combustion engines capable of reaching full load

in less than 10 minutes. The facility is projected to reach commercial operation on or around
June 1, 2027.
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DRAFT

TRUST INDENTURE

THIS TRUST INDENTURLE, dated as o' [ ] 1, 2025 (the “Indenture™), is made by and
between KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY CORPORATION, a
public facility corporation created pursuant to Chapter 303 of the Texas Local Government Code
(logether with any successor or assign, the “Corporation™), and [U.S. Bank Trust Company,
National Association] a national banking association having an oflice for payment in Texas
(together with any successor Indenture Trustce hereunder, the “Indenture ‘I'rustee™).

WITNESSETIL:

WHEREAS, pursuant to the authority contained in Chapter 1502, as amended, Texas
Government Code, certain ordinances previously passed by the City Council (the “City Council™)
of the City of Kerrville, Texas (the “City™), authorizing the issuance ol the currently outstanding
revenue bonds, the complete management and control of the City’s electric light and power system
(the “System™) of the Cily is vested in a Board of Indenture Trustces known as the Kerrville Public
Ulility Board (“Utility Board™);

WIIEREAS, the Corporation has heretofore entered into a Power Sales Agreement (as
defined herein) with the Utility Board, pursuant to which the Corporation has agreed to construct
or acquire an electric generating plant and transmission lines for the purpose of supplying Power
and Lnergy to the Utility Board’s System and others;

WHEREAS, the Corporation is authorized to issue Parity Debt (as defined herein) for the
purpose of financing the costs of the Facility (as defined herein) and for the purpose of refunding
any Outstanding Obligations of the Corporation (as defined herein);

WHEREAS, the Corporation may issue or incur such Parity Debt from time to time
pursuant to the terms ol a Scries Supplement (as defined herein) approved by the City Council and
the Utility Board; and

WLHIEREAS, in order o secure the Parity Debt, the Corporation has determined to enter
into this Indenture with the Indenture Trustee for the purpose of assigning and pledging to the
Indenture 'I'rustee the Trust Estate (as delined herein) to be held by the Indenture Trustee o secure
the payment of principal of and interest on all Parity Debt from time to time issued under the Series
Supplements.

NOW, THEREFORE, in consideration of the premises, the acceplance by the Indenture
Trustee of the trusts hereby created, the purchase and acceptance of the Parity Debt by the Owners
(as defined herein) thercof, and other good and valuable consideration, the receipt and sulliciency
of which is hereby acknowledged, the Corporation and the Indenture Trustee do hereby mutually
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covenant and agree, for the equal and proportionate benefit of the respective Owners [rom time to
time of the Parity Dcbt, as follows:

ARTICLE 1

DEFINITIONS AND INTERPRETATION

Section 1.01 Delinitions. Unless otherwise expressly provided or unless the context
clearly requires otherwise, the following Llerms shall have the respective meanings specificd below
for all purposes of this Indenturc. Any term not otherwise defined herein have the meaning given
in the Powcer Sales Agreement or in the Series Supplements.

“Advance Request” means a request by the Corporation for moneys on deposit in the
Construction Fund in the form attached hereto as Exhibit A.

“Additional Bonds” means the bonds, notes or other obligations (other than the
Series 2025A Bonds and Series 20258 Bonds) issued under this Indenture and secured by a [irst
licn and pledge of the Trust Estate.

“Annual Facility Budget” has the meaning assigned to such term m the Power Sales
Agreement.

“Business Day™ means any day other than (1) a Saturday or a Sunday, (2) a legal holiday
or the equivalent on which banking institutions generally are authorized or required to close in the
corporate trust oflice of the Indenture Trustee, a Custodian, and (3) a day on which the New York
Stock Exchange is closed.

“City” has the meaning assigned to such term in the preamble to this Indenture.
“Completion Date” has the meaning given to that term in Section 4.07.

“Construction Fund” mecans the lI'und so designated pursuani to Auticle IV of this
Indenture.

“Corporation™ has the meaning assigned to such term in the preamble to this Indenture.

“Credit Agrecement” means, collectively, a loan agrecement, revolving credit agreement,
agreement establishing a line of credit, letter of credit, reimbursement agreement, insurance
contract, surely agrcement, commitments to purchase Parity Debt, purchase or sale agreements,
intcrest rate swap agreements, or commitments or other contracts or agreements authorized,
recognized, and approved in a Series Supplement as a Credit Agreement in connection with the
authorization, issuance, security, or payment of Parity Debt.

“Debl Service Fund” means the Fund so designated and created pursuant to Article IV of
this Indenture,

“Defleasance Sccurities” means (i) Federal Sccuritics, (ii) noncallable obligations of an
ageney or instrumentality of the United States of America, including obligations that are



unconditionally guaranteed or insured by the agency or instrumentality and that, on the date the
Board of Supcervisors adopts or approves proceedings authorizing the issuance of refunding bonds
or olherwise provide for the funding of an cscrow to effect the defeasance of the Obligations are
rated as to investment qualily by a nationally recognized investment rating firm not less than
“AAA” or ils equivalent, and (iii) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been relunded and that, on the date
the Board of Supervisors adopts or approves proccedings authorizing the issuance of refunding
bonds or otherwise provide for the funding of an escrow to effect the defeasance of the Obligations,
are rated as to investment quality by a nationally recognized investment rating firm no less than
“AAA” or its equivalent,

“Eligible Investmenis™ means any investments which the Corporation is permitted to make
under the laws of the State of T'exas, including the Public Funds Investment Act, Chapter 2256,
Texas Government Code and Eligible Investments which are affiliated with or managed by the
Indenture Trustee.

“Event of Default” means any “Event of Default” described in Section 7.01 of this
Indenture.

“Exchange Obligations” means Obligations registered, authenticated, and delivered by the
Registrar, as provided in Scction 11.01 of this Indenture.

“Facility” has the meaning assigned to that term in the Power Sales Agreement.
“Facility Fund™ means the Fund so designated pursuant to Article 1V of this Indenture.

*Iederal Sceurities™ means direct, noncallable obligations ol the United States of America,
including obligations that are unconditionally guaranteed by the United States of America.

“l'unds™ means, collectively, the funds established and maintained under this Indenture and
created pursuant Lo Section 4.01.

“Obligations” shall mean bonds, noles or other obligations issued under this Indenture.

“Operation and Maintenance Expense” shall mean all dircet and indirect costs of operation,
mainlenance, and repair of the Facility and the reasonable administrative cxpenscs of the
Corporation related solcly to the Facility.

“Operation and Maintenance ['und” shall mean the Fund so designated and created
pursuant to Article 1V of this Indenture.

“Outstanding™ when used with reference to Parity Debt, means, as of a particular date, all
Parity Debt theretofore and thereupon delivered except: (a) any Parity Debt canceled by or on
behalf of the Corporation at or before said date; (b) any Parity Debt defeased or no longer
considered Outstanding pursuant to the provisions ol this Indenture or the related Serics
Supplement or otherwisc defcased as permitted by applicable law; and (¢) any such Parity Debt in
lieu of or in substitution for which another Obligation shall have been delivered pursuant to this
Indenture,



“COhwner” shall mean the registered owner or owners of any of the Parity Debt.

“Parity Debt” means the Series 2025A Bonds, the Series 2025B Bonds and any Additional
Bonds all which shall be securced by a first lien and pledge of the "I'rust Estate.

“Payment Date™ means, with respect to any Obligations issued under the terms hereof, each
Payment Date identified in the applicable Scrics Supplement for such Obligations.

“Pledged Contract Payments” shall mean the payments required Lo be made by the Utility
Board to the Corporation pursuant Lo the Power Sales Agreement.

“Power Sales Agreement” means the Power Sales Agreement dated as ol the date hereof,
between the Corporation and the Utility Board, and any amendments thereto.

“Project” has the meaning assigned to such term in the Power Sales Agreement.

“Registercd Owner” or “Owner” means any person or entity m whose name an Obligation
is registered.

“Registrar” or *“Paying Agent/Registrar” means the Indenture Trustec under this Indenture,
or any successor thereto.

“Regulations™ means the applicable proposed, temporary or final Income Tax Regulations
promulgated under the Internal Revenue Code of 1986, as amended, or, to the extent applicable to
the Code, under the Internal Revenue Code of 1954, as such regulations may be amended or
supplemented from time to time.

“Reserve Fund” means the I'und so designated and created pursuant to Asticle 1V of this
Indenture.

“Reserve Requircment” means, with respect to each subaccount in the Reserve Fund
cstablished pursuant to a Series Supplement, the amount required to be on deposit in the Reserve
Fund pursuant to the terms of such Series Supplements.

“Responsible Officer” when used with respeet to the Indenture Trustee, means any account
manager or any officer within the corporate trust trustee administration group of the Indenture
Trustee, including any Vice President, any Assistant Vice President, any trust officer or any other
officer of the Indenture Trustee performing functions similar to those performed by the persons
who at the time shall be such officers, and any other officer of the Indenture Trustee to whom
corporate trust matters are referred because of his knowledge of and familiarity with the particular
subject.

“Revenue Fund” shall mean the I'und so designated and created pursuant to Article IV of
this Indenture.

“Series 2025A Bonds” means the Kerrville Public Utility Board Public Facility
Corporation [Power Revenue Bonds], Serics 2025A.



“Series 202513 Bonds” means the Kerrville Public Utility Board Public Facility
Corporation [Power Revenue Bonds], Series 2025B.

“Series Supplement” shall mean any supplement to this Indenture from time to time
adopted by the Corporation authorizing a series of Parity Debt.

“Subordinate Obligations™ means Obligations issued by the Corporation thal cxpressly
provide that all payments thercon shall be subordinated Lo the timely payment of all Parity Debt
then Outstanding or subsequently issued under the terms of this Indenture.

“Supplemental Security” means the moncys or subaccounts, il' any, pledged to the
repayment of a specific serics of Obligations as more particularly specified in the applicable Series
Supplement.

*System” shall have the meaning set forth in the Power Sales Agreement.

“Indenture Trustee” has the meaning assigned to such term in the preamble to this
Indenture.

“Trust Estale™ shall have the meaning assigned to such term in Section 2.01 of this
Indenture.

“Utility Board” means the Kerrville Public Utility Board.

Section 1.02  Recitals, Titles and |leadings. The terms and phrases used in the recitals of
this Indenture have been included for convenicnec of relerence only and the meaning, construction
and interpretation of such words and phrases for purposes of this Indenture shall be determined
solely by reference to Section 1.01 hereof. The titles and headings of the articles and sections ol
this Indenture have been inseried for convenience of reference only and are not to be considered a
part hercol and shall not in any way modify or restrict any of the terms or provisions hercof and
shall never be considered or given any cifect in construing this Indenture or any provision hereof
or in ascertaining intent, if any question of intent should arise.

Section 1.03  Interpretation. Unless the context requires otherwise, words of the
masculing gender shall be construed to include correlative words of the feminine and neuter
genders and vice versa, and words of the singular number shall be construed to include correlative
words of the plural number and visc versa. This Indenture, and all the terms and provisions hereof
shall be literally construed to effectuate the purposes set forth herein and to sustain the validity of
this Indenture and the Parity Debt.

ARTICLE 1T

SECURITY FOR ALL PARITY DEBT

Scction 2.01  Granting Clauses. To secure the payment of the principal of, redemption
premium, if any, and interest on all Parity Debt as the same are issued from time to time and
become duc and payable, whether at maturity or by prior redemption, and the performance and
observance of all of the covenants and conditions herein contained, and in consideration of the




premises, the acceptance by the Indenture Trustee of the trusts hereby created, the purchase and
acceplance of the Parity Debt by the Owners thereol, and other good and valuable consideration,
the receipt and sulficiency of which are hereby acknowledged, the Corporation does hereby
GRANT, BARGAIN, CONVEY, ASSIGN and PLEDGL to the Indenture Truslee and its
successors in trust hereunder, subject to the provisions of this Indenture, all of the Corporation’s
right, title and interest in and to the following described properties and interest direct or indircet,
whether now owned or hercafter acquired (collectively, the “Trust Estate™):

(a) The Pledged Contract Payments and all of the Corporation’s right, title and
interest thereto under the Power Sales Agreement;

(b)  All moneys deposited or required Lo be deposited in the Debt Service Fund,
the Reserve I'und (provided, however, that any Supplemental Security held in a subaccount of the
Deht Service Fund or the Reserve I‘'und established pursuant to a Scries Supplement shall only be
used in accordance with the terms of such Series Supplement), and the Construction Fund held by
the Indenture Trustee pursuant to the provisions of this Indenturc and all interest earnings and
investment income therefrom; and

(¢)  Any and all property of every kind and naturc (including without limitation,
cash, obligations or securities) which may from time to time hereafter be conveyced, assigned,
hypothecated, endorsed, pledged, mortgaged, granted, or delivered to or deposited with, the
Indenture Trustee as additional security hereunder by the Corporation, or anyonc on behalf of the
Corporation, or which pursuant to any of the provisions hercof may come into the possession or
control of the Indenture Trusice as sccurity hereunder, or of a receiver lawfully appointed
hereunder, all ol which property the Indenture Trustee is authorized to receive, hold and apply
according to the terms hereol.

TO HAVE AND TO HOLD all the same, with all rights and privileges appurtenant therelo,
unto the Indenture Trustee and ils sucecssors in trust forever,

IN TRUST, NEVERTHELESS, upon the terms and (rusts herein set forth, for the equal
and proportionate benefit and security of the Owners from time to time of the Parily Debt secured
and to be secured hercunder, or any of them, without preference, priority or distinctions as to lien
or otherwise of any Parity Debt over any other Parity Debt, except as otherwise expressly provided
in this Indenture.

PROVIDED, HHOWEVER, that if the Corporation, its successors or assigns, shall well and
truly pay, or cause to be paid, the principal of the Parity Debt and the interest and redemption
premium, if any, due or to become due thereon, at the times and in the manner provided in the
Parity Debt, and in the Series Supplements according to the true intent and meaning thereof, and
shall cause the payments to be made into the Funds maintained hereunder in the amounts required
by this Indenture and the Scrics Supplements, or shall provide, as permitted hereby, for the
payment thereof by depositing with the Indenture Trustee the entire amount duc or to become due
thereon, or an amount sufficient to provide for the payment thereof, and shall pay or cause Lo be
paid to the Indenture Trustee all sums of money due or to become due to it in accordance with the
terms and provisions hercof, then this Indenture and the rights and licns hereby granted shall cease
and be void; otherwise this Indenturc is to be and shall remain in full force and cffect.



Section 2,02 Declaration. It is hercby expressly declared that all revenucs, receipts,
moneys and other properties hereby pledged are to be dealt with and disposed of under, upon and
subject to the lerms, conditions, covenants, agrcements, uses and purposes set forth in this
Indenture,

ARTICLE 111

AUTHORIZATION OF ADDITIONAL DEBT

Section 3.01  Authorization of Parity Debl.

(a) The Corporation may issue Parity Debt for any lawful purpose, including
the refunding ol any Obligations, from time to time pursuant to separate Series Supplements duly
adopled by the Corporation, which Scries Supplements shall specify the dates, denominations,
principal amounts, inlerest rates, maturities, redemption provisions, the form of bonds, notes or
other obligations, manner of payment, provision [or execution and authentication, application of
proceeds and all other terms and provisions of the Obligations not otherwise provided herein,
including without limitation, the terms of any Credit Agreement, to be executed by the Corporation
in connection with the issuance ol such Obligations,

(b) Concurrently with the execution and delivery of this Indenture, the
Corporation is issuing Parity Debt in the [orm of its Series 2025A Bonds and Serics 2025B Bonds
pursuant to their respective Series Supplements.

(c) At or prior to the issuancc of Additional Bonds pursuant to any Serics
Supplement, the Corporation shall provide to the Indenture ‘I'rustee the following:

(i) a certified copy of the Scrics Supplement associated with such
Additional Bonds:

(ii) the opinion of the Corporation’s bond counsel, with respect to such
Additional Bonds;

(iif)  a certilicate of the Utility Board that (1) states there has been no
default under the Power Sales Agreement, (2) states the Utility Board has approved the
issuance of the Additional Bonds pursuant to the terms of the Series Supplement associated
with such Additional Bonds, (3) states the Utility Board and the Corporation have agreed
Lo an amendment to the Power Sales Agreement providing for the Utility Board to pay such
additional amounts necessary to pay the debt service payments on the Additional Bonds;
and (4) states the Utility Board has approved rates and charges sufficient to pay the debt
service payments on the Additional Bonds and shows projected revenues of the Utility
Board for cach [iscal year that the Additional Bonds will be Qutstanding sufficient to pay
debt service on all Obligations cxpected Lo be Outstanding during such period;

(iv) il such series of Additional Bonds are being issued to refund any
previously issued Additional Bonds, the identity, redemption date and the redemption price
of the Additional Bonds to be refunded;



(v)  a debt service schedule with regard to such series of Additional
Bonds and all Parity Dcbt that will then be Outstanding after the issuance of such scrics of
Additional Bonds and the refunding of any Additional Bonds being refunded thereby;

(vi)  a resolution of the Corporation approving the issuance of such
Additional Bonds;

(vii) a resolution of the City Council approving the issuance ol such
Additional Bonds; and

(viii) a wrilten order from the Corporation to the Indenture Trustee to
authenticate and deliver the Additional Bonds to the original purchascrs of such Additional
I3onds upon the receipl by the Indenture Trustee, for the account of the Corporation, ol the
purchase price of the Additional Honds.

ARTICLE 1V

FUNDS AND INVESTMENTS

Section 4.01  Creation of Funds. There are hereby created the [ollowing funds:

(a) Revenue Fund;

(b) Debt Service Fund;

(c) Reserve Fund;

(d)  Operation and Maintenance Fund;
(c) Facility I'und; and

() Construction Fund.

Each [und shall be maintained by the Indenture Truslee separate and apart from all other

funds of the Corporation. The Debt Service Fund shall constitute a trust fund which shall be held
in trust by the Indenture Trustee solely for the benefit of the Owners of the Parity Debt. The
Construction Fund shall constitute a trust fund which shall be held in trust by the Indenture Trustee
solely for the Owners of the related series of Parity Debt.

Scction 4.02  Flow of Funds; Deficiency.




EY) Promptly upon receipt of each Pledged Contract Payment from the Utility
Board and any other moneys paid by the Corporation to the Indenture Trustee, the Indenture
‘T'rustee shall deposit or cause to be deposited such payment into the Revenue Fund.

(b)  The Indenture Trustce shall transfer such amounts from the Revenue Fund
by the fifth Business Day of ecach month in the order set forth below:

(i) First: To each subaccount of the Debt Service Fund established
pursuant to a Series Supplement [or any Outstanding Parity Debt for which intcrest shall
be duc and payable on the next succeeding Payment Datc, on a pro rala basis, the sum of
1/6 of the amount required to pay interest coming due on such Qutstanding Parity Debt on
the next suceceding Payment Date

(i)  Second: To cach subaccount ol the Debt Service Fund established
pursuant to a Scrics Supplement for any Outstanding Parity Debt for which principal shall
be due and payable on the next succeeding Payment Date, on a pro rata basis, the sum of
1/12 of the amount required Lo pay principal coming due on such Qutstanding Parity Dbt
on the next succeeding Payment Date;

(iii)  Third: To the Operation and Maintenance Fund, the amount equal
to 1/12 of the amount of annual expenses for Operation and Maintenance Expenses
pursuant to the current Annual Facility Budget;

(iv) Fourth: To cach subaccount of the Reserve I'und established
pursuant Lo a Series Supplement, if any, on a pro rata basis, the amount necessary to make
the amount on deposit in each such subaccount cqual Lo the Reserve Requirement for such
subaccount of the Reserve Fund established pursuant to the applicable Scrics Supplement;
and

(v)  Fifth: Any remaining moneys shall be deposited into the Facility

Fund.

(c) On the first Business Day [ollowing the payments described above, the
Indenture Trustce shall notify both the Corporation and the Utility Board whether the payments
from the Utility Board are sufficient to fund the amounts required in subsection (a)(i), (i), (iii),
(iv), and (v) above. If there is a deficiency, the Utility Board shall within two (2) Business Days
make additional payments to the Indenture Trustee from lawfully available funds to cure such
deliciency including from the Facility Fund as described in Section 4.06 hereof,

Section 4.03 Debt Service Fund. The Indenture Trustee shall apply money in each
subaccount of the Debt Service Fund established pursuant Lo a Series Supplement to pay principal
and interest on the Parity Debt for which such subaccount was established under applicable Series
supplement, except as provided in Section 4.07(¢) below.

Section 4.04 Reserve Fund. The Indenture Trustee shall apply moneys held in cach
subaccount of the Reserve Fund established pursuant to a Serics Supplement, if any, to pay
principal and interest on the Parity Debt for which such subaccount of the Reserve Fund was
established, pursuant to the applicable Series Supplement, in the event there are insulTicient funds



on deposil in the applicable subaccount of the Debt Service I'und to pay principal and interest on
such Parity 1Debt when such principal and interest shall become duc and payable by transferring
amounts on deposit in such Reserve I'und subaccount to the such applicable subaccount of the
Debt Service Fund.

Section 4.05 Operation and Maintenance Fund. ‘The Indenture Trustee shall apply
moneys held in the Operation and Maintenance Fund, at the direction of the Corporation, to pay
Operation and Maintenance Expenses of the Facility identified in the Annual Facility Budgel lor
cach fiscal year of the Corporation.

Section 4.06 Facility Fund. Moncy in the Facility FFund shall be used, at the direction ol
the Corporation, with the approval of the Utility Board, for the benelit ol the System or the Facility
and may be used to cure the deficicney described in Section 4.02 (c) hereof.

Scction 4.07  Construction I'und. (a) Moneys shall be deposited in the Construction Fund
pursuant to the terms ol a Series Supplement and shall be disbursed or withdrawn to pay the
eligible costs of the Project for which the Obligations were issued in accordance with the Scrics
Supplement and solely upon writlen authorization pursuant to an Advance Request in the form
attached hercto as Exhibit A signed by an authorized officer of the Corporation.

(b)  Moneys in the Construction Fund shall be held in trust by the Indenture
Trustee solely for the Owners of the related series of Parity Deht.

(c) Il required under a Series Supplement, the Indenture I'rustee shall establish
a Capilalized Interest Subaccount as a subaccount under the Construction Account and such
account shall be funded pursuant to the related Scries Supplement and the moneys therein used in
accordance with the terms of such Series Supplement.

(d)  As soon as practicable afler the construction of the Project is completed, the
Corporation shall evidence the completion thereof and date of such completion (“*Completion
Date”) by providing a certificate Lo the Indenture Trustee (upon which the Indenture Trustee may
conclusively rely) stating that the construction of the Project has been completed substantially in
accordance with the plans, specificalions and work orders therefor, and all labor, services,
materials and supplics used in the construction have been paid or provided for. Notwilhstanding
the foregoing, such certificate may state that it is given without prejudice to any rights of the
Corporalion against third parties for any claims or for the payment of any amount not then due and
payable which exists at the date of such certificate or which may subsequently exist.

(e) [ authorized by the Series Supplement pursuant to which Parity Debt was
issued in exchange for such funds, any moneys in the Construction Fund may be used to pay
Operation and Maintenance Expenses for up to one year after completion of the Project for which
such moneys were deposited in the Construction Fund.

(D Any money remaining in the Construction Fund afier the completion of the
Project for which such moneys were deposited in the Construction Fund and satisfaction of any
other payments o be made with such funds, as set forth in the applicable Series Supplement, shall
be transferred to the Debt Service Fund.
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Section 4.08 Other Funds. The Indenture Trustee shall be permitted to create such
accounts and subaccounts within the l'unds as the Indenture Trustee deems necessary o manage
the deposits described herein and as shall be required by any Series Supplement.

Scction 4.09  Investments: Earnings. Moneys deposited into the Funds shall be invested
and reinvested in Eligible Investments as directed in writing to the Indenture Trustee by the
Corporation; provided that all such Eligible Tnvestments shall be directed by the Corporation in
such manner that the money required to be expended from any Fund will be available at the proper
time or times. In the absence of such direction, the Tndenture Trustee shall invest such funds in a
cash management fund which constitutes an Eligible Investment that invests in Federal Sceuritics
until written directions regarding investments are received; provided, however, that moneys held
in any subaccount of the Reserve Fund may be held in Eligible Investmenis or as otherwisc
provided in the Series Supplement creating such subaccount of the Reserve Fund. The Indenture
Trustee may make any investments permilled by the provisions of this Section 4.10 through its
own bond department or short-term investment department and may pool moncy for investment
purposes. ‘T'o assure that cash on hand is invested, the Indenture Trustee is authorized to implement
its automated cash management system and to charge its normal management fees in respect
thereto which may be deducted from earnings. In compuling the amount in any Fund, Eligible
Investments shall be valued al the market value of such obligations, exclusive of accrued interest.
All investments and any profits realized from or interest accruing on such investments shall belong
to the I'und from which the moneys for such investments were taken (except as otherwise expressly
provided in this Indenture). The Indenture I'rustee shall have the right to have sold in the open
market a sufficient amount of any such investments at any time that a Fund does not have sufficient
uninvested amounts on hand to meet the obligations payable out of such I'und. The Indenture
Trustee shall not be liable or responsible for any loss resulting from any such investment or
resulting from the sale of any such investment as herein authorized or for the Parity Debt being
deemed “Arbilrage Bonds™ as such term is defined in the Internal Revenue Code of 1986, as
amended. At the written direction of the Corporation, a portion of the investment income from
any Fund may be paid dircetly to the United States of America in order to maintain the tax-cxempt
status ol any Parity Debt.

Section 4.10  Security of Funds. Any cash balance in any Fund, to the extent not insured
by the Federal Deposil Insurance Corporation or its successor, shall be continuously sceured in the
manner provided by law for the security of funds of political subdivisions of the State of Texas.

ARTICLE V

COVENANTS OF THE CORPORATION CONCERNING
THE PARITY DEBT

Section 5.01 Payment of Parity Debt and Performance of Obligations. The Corporation
covenants lo promplly pay or cause to be paid the principal of, redemption premium, if any, and
interest on the Parity Debt as the same become due and payable, whether al malurity or by prior
redemption, in accordance with the terms of the Parity Debt, this Indenture and the Serics
Supplements; to pay when due all fees, charges and other amounts duc to the Indenture Trustee
and the Registrar for the discharge of its duties hereunder; and to faithfully keep and perform all
of its covenants, undertakings and agreements contained in this Indenture, the Power Sales

11



Agreement, the Series Supplements, the Parity Debt, and any Credit Agreement entered into by
the Corporation in connection with the issuance of Parity Debl.

Scetion 5.02 Recordation and Exccution of Security Instruments. The Corporation
covenants to cause this Indenture, any supplemental indentures, and all other sceurity instruments,
financing statements and supplements therelo that may be necessary, to be filed, recorded, refiled
and rerecorded, in such mannecr, at such times and in such places as may be required by law in
order to fully preserve and protect the rights and sceurity of the Owners of the Parity Debt and to
perfect and preserve the lien of this Indenture, Without limiting the generality of the foregoing,
the Corporation shall execute and deliver such additional instruments and perform such additional
acts as may be necessary and proper after the execution of this Indenturc and to transfer to any
successor Indenture I'rustee or Indenture Trustees the assets, powers, instruments and funds held
in trust hereunder and (o conlirm the lien of this Indenture with respect to any Obligation or Parity
Debt, and shall take all action that may at any time be necessary to secure the intercsts of the
Owners of the Parity Debl.

Section 5.03  Title: Encumbrance of Trust Estatec. The Corporation covenants that it has
good and indefeasible title Lo the Trust Estate, subject to the assignments and pledges contained
herein. So long as any Parity Debt remains Outstanding, the Corporation covenants not to sell,
transfer, assign, pledge, encumber, mortgage or otherwise dispose of, dircetly or indirectly, by
merger or otherwise, or cause or suffer same, or create or allow to accrue or exist any licn upon,
all or any part of its interest in the Trust Estate or any portion thereol, cxcept for the lien of this
Indenturc and except as further provided in the Scrics Supplements.

Section 5.04 Trust Estatc Mot Incumbered. The Trust Estate is not in any manner
pledged to the payment of any debt or obligation of the Corporation other than the Parity Debt.
The Corporation covenants that it will not in any manner pledge or further encumber the Trust
Estate unless such pledged or encumbrance is junior and subordinate to the lien and pledge
hereunder securing the Parity Debt and the Utility Board shall have consented to such lien and
pledge.

ARTICLE V1

COVENANTS OF THE CORPORATION RELATED TO THE FACILITY

Section 6.01  Maintenance ol Facility — Insurance. The Corporation covenants, agrees
and affirms that while the Parity Debt remains Quistanding it will maintain and operate the Facility
with all possible efficiency and maintain casualty and other insurance on the propertics of the
Iacility and its operations of a kind and in such amounts customarily carried by political
subdivisions in the State of Texas engaged in a similar type of business (which may include an
adequate program of self insurance); and that it will faithfully and punctually perform all duties
with reference to the Facilily required by the laws of the State of Texas. All money received from
losses under such insurance policies, other than public liability policies, shall be retained for the
benefit of the Owners of the Parity Debt until and unless the proceeds arc paid out in making good
the loss or damage in respect of which such proceeds are received, either by replacing the property
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destroyed or repairing the property damaged, and adequate provision for making good such loss
or damage must be made within nincty (90) days after the date of loss. The payment of premiums
for all insurance policies required under the provisions hercol shall be considered Operating and
Maintenance Expenses.

Section 6.02 Records and Accounts - Annual Audit. The Corporation covenants, agrees,
and allirms its covenants that so long as any of the Parity Debt remains Outstanding, it will keep
and maintain separate and complele records and accounts pertaining to the operations of the
Facility in which complete and correct entries shall be made of all transactions relating thereto as
provided by applicable law. The Owners of the Parity Debt or any duly authorized agent or agents
of such Owners shall have the right to inspect the Corporation and all properties comprising the
same. The Corporation further agrees that following (and in no event later than 150 days aficr)
the close of each Fiscal Year, it will cause an audit of such books and accounts to be made by an
independent firm of certified public accountants. Expenses incurred in making the annual audit of
the operations of the Corporation arc o be regarded as Operating and Maintenance Expenses.

Scction 6.03  Sale or Encumbrance of Facility. While any Parity Debt remains
Outstanding, the Corporation will not scll, dispose of or, further encumber the Facility or any
substantial part thercol except as provided in the Power Sales Agrecment.

Section 6.04 SPECIAL COVENANTS. The Corporation further covenants and agrecs
that:

A. Title. The Corporation lawfully owns or will own and is or will be lawfully
possessed of the lands or easements upon which its Facility is and will be located, and has
or will purchasc good and indefeasible estate in such lands in [ee simple, or has or will
law[ully obtain any necessary easements to operate the Facility, and it warrants that it has
or will obtain and will delend, the title to all the aforesaid lands and casements for the
benefit of the Owners of the Parity Debt against the claims and demands of all persons
whomsoever, that it is lawfully qualified to pledge the I'rust Estate, including the Pledged
Contract Payments, (o Lhe payment of the Parity Debt, in the manner prescribed herein, and
that it has lawfully exercised such rights.

3. Licns. The Corporation will from time to time and before the same become
delinquent pay and discharge all taxes, assessments, and governmental charges, if any,
which shall be lawfully imposed upon it, or its Facility and it will pay all lawful claims for
rents, royalties, labor, materials, and supplies which if' unpaid might by law become a lien
or charge upon its l'acility provided, however, that no such tax, assessment, or charge, and
that no such claims which might be or other lien or charge, shall be required to be paid
while the validity of the same shall be contested in good faith by the Corporation.

C. Budget. The Corporation will prepare, adopt, and place into elTect an
Annual Facility Budgel, in accordance with the terms of the Power Sales Agreement, for
operation and maintenance of the Facilily for each fiscal year, including in each Annual
Iacility Budget such items as are customarily and reasonably contained in a utility system
budget under generally accepted accounting procedures; provided, however, each such
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Annual Facility Budget shall be required to be approved by the Utility Board in accordance
with the terms of the Power Sales Agreement.

D. Permits. The Corporation will comply with all of the terms and conditions
of any and all franchises, permits, and authorizations applicable to or necessary with
respect to the Facilily and which have been obtained from any governmental agency; and
the Corporation has or will obtain and keep in full force and effect all franchises, permits,
authorizations, and other requirements applicable to or necessary with respect to the
acquisition, construction, equipment, operation, and maintenance of the Facility.

ARTICLE VIT

DEFAULT AND REMEDIES

Section 7.01 Events of Default. An Event of Default hereunder shall consist of any of
the following acts or occurrences:

(a) failure to pay when due the principal, redemption price, or interest on any
Parity Debt;

(b) defaults in the observance or perlormance of any other of the covenants,
conditions, or obligations set forth in this Indenture and such default is not cured within 30 days
after the Corporation has receive notice of such default [rom the Indenture Trustee;

(c) default by the Corporation or the Utility 13oard under the lerms of the Power
Sales Agreement that arc not cured within the period allowed under the terms of the Power Sales
Agrecment;

(d) defaults in the observance or performance of any covenants, conditions, or
obligations sct forth in any Series Supplement or Credit Agreement for which any Parity Debt is
Outstanding and such default is not cured in accordance with the provisions of such Series
Supplement or Credit Agreement.

Section 7.02 Notices. In order to provide the Corporation with information with respect
to its obligations under this Indenture, the Indenture Trustee shall provide the Corporation the
following notices; provided, however, the Indenture Trustee shall incur no liability for the failure
to provide such notices or to do so at the time or times specified herein:

(a) On or before the second Business Day of each month, a notice that Pledged
Contract Payments were not received by the first Business Day of such month,

(b) On or belore the 10th Business Day afier the end of cach month, furnish to
the Corporation an accounting statement on the status of each of the Funds created under
Section 4.01.

(¢) At least 90 days prior to cach Payment Date, the Indenture Trustce will
provide a statement providing the total amount of interest and principal duc on the Parity Debt on
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such dale, except that the statement for mandatory redemptions or other redemptions will be
provided to the Corporation as soon as practicable prior to such redemption dates.

Scction 7.03  Naotice of Default. The Indenture Trustee shall also be required to pive
prompt notice to the Corporation of its failure to pay principal and intcrest on the Bonds as
provided herein; provided, however neither failure of the Indenture Trustee to give such notice nor
the lime such notice is given shall affcet the obligations of the Corporation to perform its covenants
hereunder and under any Scrics Supplement. Upon the written request of the Owners of not less
than twenty-five percent (25%) in aggregate principal amount of the Parity Debt then Outstanding,
the Indenture 'I'rustee shall give notice Lo the Corporation of a default described in Section 7.01(h).

Section 7.04 Remedies in General. If an Event of Default hereunder shall occur and be
conlinuing, then, in addition to all of the other rights and remedies granted to the Indenture Trustee
hereunder and under the Power Sales Agreement, the Indenture Trustee in its discretion, subject
to the provisions of this Indenture may proceed to protect and enforce its rights and the rights of
the Owners of Parity Debt by suit, action or proceeding in equity or al law or otherwise, whether
for the specific performance of any covenant or agrecment contained in this Indenture, the Series
Supplements or the Parity Debt or in aid of the execution of any power granted in this Indenture
or for the enforcement of any other legal, equitable or other remedy, as the Indenture Trustee,
being advised by counsel, shall deem most ellectual to protect and enforce any of the rights of the
Indenture T'rustee or such Owners of the Parity Debt, including, without limitation, the right to
seek a wril of mandamus issued by a court of compelent jurisdiction compelling the directors or
other officers of the Corporation to make any payments on the Parity Debt (but only from and to
the extent of the sources provided in this Indenture and the Power Sales Agreement) or to observe
and perform such covenants, obligations or conditions of this Indenture, any Serics Supplement,
the Power Sales Agrecement, or any Credit Agreement.

Scction 7.05  Appointment of Receivers. If' an Event of Default hereunder shall occur
and be continuing, and upon filing of a bill in equity or commencement of other judicial
proceedings to enforce the rights of the Indenture Trustee and the Owners hereunder, the Indenture
Trustee shall be entitled as a matter of right, and Lo the extent permitted by law, to the appoiniment
of a receiver or receivers of the Pledged Contract Payments and the income, rents, profits and use
thercof pending such proceedings, with such powers as the court making such appointment shall
confer in accordance with Texas law.

Scction 7.06  Indenture Trustee May Act Without Possession of Parity Debt. All rights
ol action under this Indenture or under any Parity Debt may be enforced by the Indenture Trustee
without possession of any of the Parity Debt or the production thereol on any trial or other
proccedings relative thereto, and any such suit or proceedings instituted by the Indenture Trustee
shall be brought in its name, as Indenture Trustee for the ratable benefit of the Owners of the Parity
Debt, subject to the provisions of this Indenture.

Section 7.07 Indenture Trustce as Allorney in Fact. The Indenturc Trustce is hereby
appointed (and the Owners ol the Parity Debt, by taking and owning same [rom time to time, shall
be deemed to have so appointed the Indenture Trustee) the true and lawful attorney in fact of the
Owners of the Parity Dcbt, to make or file, in the names of the Owners of the Parity Debt, or on
behalf of all Owners of the Parity Debt as a class, any prool of debt, amendment to proof of debt,
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petition or other document, and to do and perform any and all acts and things for and in the name
of the Owners of the Parity 1Debt as a class as may be neeessary or advisable, in the judgment of
the Indenture Trustee, in order to have the claims of the Owners of the Parity Debt against the
Corporation approved in any equity receivership, insolvency, liquidation, bankruptey,
reorganization or other proccedings to which the Corporation shall be a party and to receive
payment of or on account of such claims. Any such recciver, assignee, liquidator or Indenture
T'rustee is hereby authorized by cach of the Owners to make such payments to the Indenture
Trustee, and, in the event that the Indenture Trustee shall consent to the making of such payments
directly to the Owners, (o pay to the Indenture Trustee any amount due for compensation and the
expenses ol the Indenture Trustee, including counscl fees, incurred up to the date ol such
distribution, and the Indenturc Trustee shall have full power of subslitution and delegation in
respect of any such powers.

Section 7.08 Remedies Not Exclusive. No remedy herein conferred upon or reserved to
the Indenture Trustee is intended to be exclusive ol any other available remedy or remedies, but
each and every such remedy shall be cumulative and shall be in addition to every other remedy
given hereunder or under the Parity Debt, or now or hercaficr existing at law or in equity or by
statute. No delay or omission Lo cxercise any right or power aceruing upon any default shall impair
any such right or power or shall be construed to be a waiver of any such default or acquiescence
therein, and every such right and power may be exercised from time Lo time and as often as may
be deemed expedicnt.

Section 7.09 Limitation on Suits. All rights of action in respect ol this Indenture shall be
exercised only by the Indenture T'rustee, and no Owner ol any Parity Debt secured hereunder shall
have any right to institute any suit, action or proceeding at law or in equily for the appointment of
a receiver or for any other remedy hereunder or by reason hereto, unless and until the Indenture
Trustee shall have received either: (i) written request of the Owners ol not less than twenty-five
percent (25%) in aggregate principal amount of the Parity Debt then outstanding and shall have
been furnished reasonable indemnity satisfactory to it and shall have refused or neglected for ten
(10) days thercaller to institute such suit, action or proceedings; or (ii) the written request ol an
Owner authorized under the terms of a Credit Agreement to direct the Indenture Trustee to pursue
one or more remedics on behalf of Owners and shall have been furnished reasonable indemnity
satisfactory to it and shall have rcfused or neglected for ten (10) days thercafier to institute such
suit, action or proceedings. The making of such request and the furnishing of such indemnity shall
in each and every case be conditions precedent to the execution and enflorcement by any Owner of
any Parity Debt of the powers and remedies given (o the Indenture Trustee hereunder and to the
institution and maintenance by any such Owner of any action or cause ol action for the appointment
of a receiver or for any other remedy hereunder, but the Indenture Trustee may, in its discretion,
and when thereunto duly requested in writing by the Owner of not less than twenty-five percent
(25%) in aggregate principal amount of the Parity Debt then Outstanding or an Owner authorized
to make such request under the terms of a Credit Agreement and when furnished indemnity
satisfaclory Lo il to protect it against expenses, charges and liability shall, forthwith, take such
appropriate action by judicial proceedings or otherwise in respect of any existing default on the
part of the Corporation as the Indenture Trustee may deem expedient in the inlerest of the Owners
of the Parity Debt.
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Nothing contained in this Article, however, shall alfeet or impair the right of any Owner,
which shall be absolute and unconditional, to enforce the payment of the principal of, premium, if
any, and interest on the Parity Debt of such Owner, but only out of the moneys lor such payment
as herein provided, or the obligation of the Corporation, which shall also be absolute and
unconditional, lo make payment of the principal of, premium, if any, and intcrest on the Parity
Debt issued hereunder, but only out of the Funds provided herein for such payment, to the
respective Owners thereol at the lime and place stated in said Parity Debt.

Section 7.10  Right of Owners of the Parity Debt to Dircet Proceedings. Notwithstanding
any provision of this Indenture to the contrary, the Owners of more than fifty percent (50%) in
apgregale principal amount of the Parity Debt then Outstanding shall have the right, at any time,
by an instrument or instruments in writing exceuted and delivered to the Indenture ‘I'tustee, to
direct the time, method and place of conducting all proceedings to be taken in connection with the
cnforcement of the terms and conditions of this Indenture or for any remedy available to the
Indenture Trustce or exereising any trust or power conferred on the Indenture Trustec or any other
proceedings hereunder; provided, however, that such direction shall not be contrary to law or the
provisions of this Indenture, and the Indenture Trustee shall have the right to decline to follow any
such direetion il the Indenture Trustee in good faith shall determine that the procceding so directed
would involve it in personal liability or would be unjustly prejudicial to the Owners of the Parity
IDebt not consenting,

Section 7.11  Restoration of Rights and Remedics. If'the Indenture Trustee or any Owner
of an Obligation has instituted any proceceding to enforce any right or remedy under this Indenture
and such proceeding has been discontinued or abandoned for any reason, or has been determined
adversely to the Indenture I'rustee or to such Owner ol an Obligation, then and in every such case
the Corporation, the Indenture Trustee and the Owners of the Parity Debt shall, subject to any
determination in such proceeding, be restored severally and respectively Lo their former positions
hereunder, and thereafter all rights and remedies of the Indenture Trustee and the Owners of the
Parity Debt shall continue as though no such proceeding had been instituted.

Section 7.12  Waiver of Stay or Extension Laws. To the extent that it may lawfully do
so, the Corporation covenants that it will not at any time insist upon, plead or in any manner
whalsoever, claim or take the benefit or advantage of any stay or exlension law whenever or
wherever enacted, which may affcetl the covenants or the performance of this Indenture. The
Corporalion also covenants that it will not otherwise hinder, delay or impede the execution of any
power herein granted to the Indenture Trustce.

Scction 7.13  Delay or Omission. Not Waiver. No delay or omission of the Indenture
Trustee or of any Owner of any Parity Debt to exercise any right or remedy accruing upon any
Event of Default hercunder shall impair any such right or remedy or constitute a waiver of any
such Event ol Default or an acquiescence therein. Every right and remedy given by this Article or
by law to the Indenture Trustee or to the Owners may be exercised from time to time, and as often
as may be deemed expedient, by the Indenture Trustee or by the Owners of the Parity Dcbt, as the
case may be,
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ARTICLE VIII
DISCHARGE

Section 8.01 Delcasance of Obligations. (a) Any Obligation and the inlerest therecon
shall be deemed to be paid, retired and no longer Quistanding (a “Defeased Obligation™) within
the meaning of this Indenture, cxcept to the extent provided in subsections (¢) and (c) of this
Section, when payment of the principal of such Obligation, plus interest thereon to the due date or
dates (whether such due datc or dates be by reason of maturity, upon redemption, or othcrwise)
either (i) shall have been made or caused to be made in accordance with the terms thereol
(including the giving ol any required notice of redemption) or (ii) shall have been provided for on
or before such due date by irrevocably deposiling with or making available to the Paying
Agent/Registrar or a commercial bank or trust company for such payment (1) lawlul money of the
United States of America sufficient to make such payment, (2) Defeasance Securities, certified by
an independent public accounting firm of national reputation to mature as to principal and intcrest
in such amounts and at such times as will ensure the availability, without reinvestment, of
sufficient money to provide for such payment and when proper arrangements have been made by
the Corporation with the Paying Agent/Registrar or a commercial bank or trust company for the
payment of its services unlil all Defeased Obligations shall have become due and payable or
(3) any combination of (1) and (2). At such lime as an Obligation shall be deemed to be a Defeased
Obligation hereunder, as aloresaid, such Obligation and the interest thereon shall no longer be
sceurcd by, payable from, or entitled to the benelits of, the Trust Istate, and such principal and
interest shall be payable solely from such money or Defeasance Securities.

(b) Any money so deposited with the Paying Agent/Registrar or a commercial
bank or trust company as provided in this Section may at the discretion of the Board also be
invested in Defeasance Securities, maturing in the amounts and at the times as hereinbefore set
forth, and all income from all Defeasance Securities in possession of the Paying Agent/Registrar
or a commercial bank or trust company pursuant lo this Scction which is not required for the
payment of such Obligation, if any, and interest thereon with respect to which such moncy has
been so deposited, shall be turned over to the Board.

(¢)  Notwithstanding any provision of any other Section of this Indenture which
may bec contrary to the provisions of this Section, all money or Defeasance Securities set aside and
held in trust pursuant lo the provisions of this Section for the payment of principal of the
Obligations and premium, if any, and interest thereon, shall be applied to and used solely for the
payment of the particular Obligations and premium, if any, and interest thereon, with respect to
which such money or Defeasance Securities have been so sct aside in trust. Until all Defeased
Obligations shall have become duc and payable, the Paying Agent/Registrar shall perform the
services of Paying Agent/Registrar for such Defeased Obligations the same as if they had not been
defeased, and the Corporation shall make proper arrangements to pravide and pay for such services
as required by this Indenture.

(d)  Notwithstanding anything elsewhere in this Indenture, il money or
Decfeasance Sccurities have been deposiled or set aside with the Paying Agent/Registrar or a
commercial bank or trusl company pursuant to this Section for the payment of’ Obligations and
such Obligations shall not have in fact been actually paid in full, no amendment of the provisions
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of this Scction shall be made without the consent of the registered owner of cach Obligation
allected thereby.

(e) MNotwithstanding the provisions of subsection (a) immediately above, to the
cxtent thal, upon the defeasance of any Defeased Obligation to be paid at its maturity, the
Corporation retains the right under Texas law Lo later call that Defeased Obligation for redemption
in accordance with the provisions of the resolution authorizing its issuance, the Corporation may
call such Defeased Obligation for redemption upon complying with the provisions of ‘I'exas law
and upon the satisfaction ol the provisions of subsection (a) immediately above with respeet Lo
such Delcased Obligation as though it was being defeased at the time of the exercise of the option
to redeem the Defeased Obligation and the effect of the redemption is taken into account in
determining the sulliciency of the provisions made for the payment of the Delcased Obligation.

(f) Upon defeasance ol the Obligations as describe in (a)-(e) above, then the
Indenture Trustee shall, upon receipt of a letter or instructions from the Corporation requesting the
same, discharge and release the lien of this Indenture and execute and deliver to the Corporation
such releases or other instruments as shall be requisite to release the lien hereof.

ARTICLE IX

THE INDENTURE TRUSTEE

Section 9.01  "The Indenture Trustec accepts and agrees Lo execule the trusts imposed upon
it by this Indenture, but only upon the following terms and conditions:

(a) Except during the continuance of an Event of Default:

(i) the Indenture Trustee undertakes to perform such duties and only
such dutics as are specifically set forth in this Indenture, and no implicd covenants or
obligations shall be read into this Indenture against the Indenture Trustee; and

(if)  in the absence of bad faith, negligence or willful misconduct on its
part, the Indenture Trustee may conclusively rely, as to the truth of the statements and the
correctness of the opinions expressed therein, upon certificates or opinions furnished to the
Indenture Trustee and conforming to the requirements of this Indenture; bul in the case ol
any such certificates or opinions which by any provision hereof are specifically required to
be furnished to the Indenture Trustee, the Indenture ‘Irustee shall be under a duty to
examine the same to determine whether or not they conform (o the requirements of this
Indenture.

(b) If an Event of Default has occurred and is continuing, the Indenture Trustee
shall exercise such of the rights and powers vested in il by this Indenture, and use the same degree
of carc and skill in their exercise, as a prudent person would exercise or use in the conduct of his
own alTairs,
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(¢)  No provision of this Indenture shall be construed Lo relieve the Indenture
Trustee [rom liability for its own negligent action, its own negligent failure to act or its own willlul
misconduct, except that:

(i) this subsection shall not be construcd to limit the effect of
subsection (a) of this Section;

(i)  the Indenture Trustee shall not be liable for any error of judgment
made in good faith by a Responsible Officer of the Indenture Truslee, unless it shall be
proved that the Indenture Trustee was negligent in ascerlaining the pertinent facts;

(iii)  the Tndenlure Trustee shall not be liable with respect Lo any action
taken or omitted to be taken by it in good faith in accordance with the direction of the
Owners relating to the time, method and place of conducting any proceeding lor any
remedy availablc to the Indenture Trustee, or exercising any trust or power conferred upon
the Indenture ‘I'rustee, under this Indenture;

(iv)  no provision of this Indenture shall require the Indenture Trustee to
cxpend or risk its own funds or otherwise incur any financial liability in the performance
of any of its duties hercunder, or in the exercise of any of ils rights or powers, if it shall
have reasonable grounds for believing that repayment of such funds or adequalte indemnity
against such risk or liability is not reasonably assured to il;

(d) Whether or not therein expressly so provided, every provision of this
Indenture relating to the conduct or affecting the liability of or affording protection to the Indenture
Trustee shall be subject to the provisions ol this Scetion.

(e) Except as otherwise expressly provided herein, the Indenture Trustee shall
not be obligated and may not be required to give or furnish any notice, demand, report, request,
reply, statement, advice or opinion to any Owner of any Parity Debt or to the Corporation or any
other person, and the Indenture Trustee shall not incur any liability for its failure or refusal Lo give
or furnish same unless obligated or required to do so by express provision or by fair implication
of the provisions hereof.

) Except for information provided by the Indenture Trustee concerning the
Indenture Trustee, the Indenture Trustee shall have no responsibility with respect to any
information in any offering memorandum or other disclosure material distribution with respect to
the Parity Debt, and the Indenture Trustee shall have no responsibility for compliance with
sceurities laws in connection with the issuance and sale of the Parity Debt or in connection with
the Corporation’s continuing disclosure obligations.

(g)  Tn the event the Indenture Trustee shall receive inconsistent or contlicting
requests and indemnity from two or more groups of Owners, cach representing less than a majority
of the aggregate principal amount of the Parity Debt then Outstanding, the Indenture Trustee, in
its sole discretion, may determine what action, if’ any, shall be taken.

(h)  Excepl as otherwise especially provided by the provisions of this Indenture,
the Indenture Trustee shall not be obligated and shall not be required to give or fumnish any notice,
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demand, report, request, reply, statement, advice or opinion Lo any Owner of any Parity Debt or to
the Corporation or any other person, and the Tndenture 'I'rustee shall not incur any liability for its
failure or refusal to give or [urnish same unless obligated or required to do so by express provisions
hereof.

(i) The Indenture Trustee shall not be required to give any bond or surety with
respeet Lo the performance of its duties or the cxercise ol its powers under this Indenture.

() The Indenture Trustee may consult with counsel, and the written advice of
such counscl or any Opinion of Counsel shall be full and complete authorization and protection in
respect of any action taken, suffered or omitled by the Indenture I'tustee hereunder in pood faith
and in reliance thercon.

(k) The Indenture Trustee may cxecute any of the trusts or powers hereunder or
perform any duties hereunder cither directly or by or through agents or attorneys and shall not be
liable for the negligence or misconduct of such agents or allorneys appointed with due care.

(I The Indenture Trustee shall be under no obligation to c¢xcrcise any of the
rights or powers vested in it by this Indenture at the request or direction of any of the Owner
pursuant to this Indenture, unless such Owner shall have offered to the Indenturc Trustee
reasonable security or indemnily against the costs, expenses and liabilitics which might be incurred
by it in compliance with such request or direction.

(m)  The Indenturc Trustee shall have no duty to inquire as to the performance
of covenants of the Corporation under this Indenture or any Serics Supplement.

(n)  The Indenture Trustee shall not be deemed to have knowledge of any Event
of Default except (1) any Event of Default occurring pursuant to Scction 7.01(a) hereof; or (2) any
or Event of Delault of which a Responsible Officer of the Indenture Trustee shall have received
written notification.

Scction 9.02  Reliance by Indenture Trustee. To the extent not prohibited by this Article,
the Indenture Trustee may rely, and shall be protected in acting upon, any letters of instruction,
statements, certificales, certified resolutions, opinions, notices, consents, orders, appraisals,
reports, policies, bonds or other papers or documents believed by it to be genuine and to have been
signed or may consult with counsel and the opinion of such counscl shall be full and complete
authorization and protection in respect of any action taken or suffered by the Indenture Trustee
hereunder in good faith and in conformity with the opinion of such counsel.

Section 9.03  Certificate of Corporation as Proof. Whenever in the administration of the
trusts of this Indenture, the Indenture Trustee shall deem it necessary or desirable that a matter be
proved or established prior to taking or suffering any actions hercunder, then, in the absence of
bad faith on the part of the Indenture Trustee, and unless other evidence in respect thereof be herein
specifically prescribed, and unless an Event of Default hereunder, to the knowledge of the
Indenture Trustee, shall have occurred and be continuing, such matter may be deemed to be
conclusively proved and established by a certificate of the Corporation, executed by the President
of the Corporation and dclivered Lo the Tndenture Trustee, and such certificate shall be full warranty
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to the Indenture Trustee for any action taken or suffered by it under the provisions of this Indenture
in reliance thereon.

Section 9.04 Indenture Trustee May Own Parity Debt. The Indenture Trustee, in its
individual or any other capacily, may become the owner or pledgee of Parity Debl or other
certificates or evidences of ownership or pledge thereof issued hereunder, with the same rights it
would have if it were not the Indenture Trusiee.

Section 9.05 Compensation of Indenture Trustee. The Corporation shall pay to the
Indenture Trustee all reasonahle fees, charges and expenses of the Indenture Trustee (including
the reasonable fees, charpes and expenses of its agents and counsel) for the administration and
exceution of the trusts hereby created and the performance of its powers and duties hereunder as
it relates to each Serics Supplement. T'o the extent permitted by law, the Corporation agrees to
indemnify the Indenture Trustee for, and to hold it harmless against (but only from and to the
extent of the sources provided in this Indenture and the Power Sales Agreement), any loss, liability
or expenses, including legal fees and expenses, incurred without negligence or bad faith on its part,
arising out ol or in connection with the acceptance or administration of the trust or trusts hereunder,
including the costs and expenses of defending itsell against any claim.

Section 9.06 Recmoval of Indenture Trustee. The Indenture Trustee may be removed at
any lime by an instrument or concurrent instruments in writing, signed by the Owners of a majority
in principal amount of the Parity Debt then Outstanding and delivered to Indenture Trustee, with
notice thereof given to the Corporation and the Ulility Board. In addition, if no Event of Delault
exists under this Indenturc and the Corporation is not in default under the Serics Supplement, the
Corporation may, upon 60 days written nolice lo the Indenture Trustee, the Utility Board and the
Owners of the Parity Debt Outstanding, discharge and remove the Indenture Trustee. The removal
of the Indenture Trustee shall not take efTect unless and until a successor to the Indenture Trustec
shall have been appointed. Any successor Indenture Trustee shall be qualified as set forth in
Section 9.08 below.

Section 9.07 Rcsignation of Indenture ‘Trustee. The Indenture Trustce may at any time
resign and be discharged from the trusts hereby crealed by giving written notice to the Corporation
and by providing wrillen notice to the Owners of its intended resignation at lcast sixty (60) days
in advancc thereof. Such notice shall specily the date on which such resignation shall take efTect
and shall be sent by [irst-class mail, postage prepaid to each registered Owner of Parity Debt,
Resignation by the Indenture Trustee shall not take cffect unless and until a successor to such
Indenture Trustee shall have been appointed as hereinafter provided.

Section 9.08  Appointment of Successor Indenturc Trustee. In case the Indenture Trustee
hereunder shall resign, or shall be removed or dissolved, or shall be in the course of dissolution or
liquidation, or shall otherwise become incapable of acling hereunder, or in case the Indenture
Trustee shall be taken under control of any public officer or officers or a reeciver appointed by a
courl, a suceessor may be appointed by the Owners of a majority in principal amount of the Parity
Debt then Quistanding, by an instrument or concurrent instruments in writing, signed by such
Owners or their duly authorized representatives and delivered to the Indenture Trustee, with notice
thereof given to the Corporation; provided, however, that upon the occurrence of any of the events
above mentioned, the Corporation may nevertheless appoint a temporary Indenture Trustee to fill
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such vacancy until a successor shall be appointed by the Owners in the manner above provided,
and any such temporary Indenture Trustec so appointed by the Corporation shall immediately and
without further act be automatically succeeded by the successor to the Indenture Trustee, whether
temporary or permanent, in the manner provided in the preceding Section of this Indenture for
providing notice of the resignation of the Indenture Trustee. Any successor Indenture Trusice or
temporary Indenture Trustee shall be a trust company or bank in good standing located in or
incorporated under the laws of the State of Texas duly authorized to exercise trust powers and
subject to examination by federal or state authority, having a reported capital and surplus of not
less than $50,000,000.

In the event that no appointment of a successor Indenture Trustee is made by the Owners
or by the Corporation for a period of 90 days from the receipt of notice of such resignation or
removal pursuant to the foregoing provisions ol this Section, the Owner of any Parity Debt issued
hereunder or the retiring Indenture Trustee may apply to any court of competent jurisdiction for
appointment of a successor Indenture Trustee, and such court may thereupon, after such notice as
it shall deem proper, it any, appoint a successor Indenture ‘I'rustee.

Scction 9.09  Powers of Successor Indenture Trusiee. Each successor Indenture Trustee
appointed hereunder shall execute, acknowledge and deliver to its predecessor and to the
Corporation, an instrument in writing accepting such appointment hereunder, and thereupon such
successor Indenture Trustee, without any further acl, deed or conveyance, shall become fully
vested with all the cstales, properties, rights, powers, trusts, dutics and obligations of its
predecessor, bul such predecessor Indenture Trustee shall, nevertheless, on the written request of
the Corporation, execute and deliver an instrument transferring to such successor Indenture Trustee
all the estates, properties, rights, powers, trusts, duties and obligations of such predecessor
hereunder. Each predecessor Indenture Trustee shall immediately deliver all properties, securitics
and moneys held by it to its successor; provided, however, that before any such delivery is required
or made, all proper fees, advances and expenses of the predecessor Indenture Trustee shall be paid
in full. Should any deed, conveyance or instrument in writing be required from the Corporation
by any succcssor Indenture Trustee for properties, rights, powers, trusts, duties and obligations
hereby vested or intended to be vested in the predecessor Indenture Trustee, any and all such deeds,
conveyances and instruments in writing shall, on request, be cxccuted, acknowledged and
delivered by the Corporation. The resignation of any Indenture Trustee, appointing a successor
Indenture ‘I'tustee hereunder, together with all deed, conveyances and other instruments provided
for in this Article shall, at the expense of the Corporation, be properly [iled or recorded and a copy
thereof shall be filed with such successor Indenture Trustee, together with a statement showing
such filing or recordation.

Section 9.10  Merger, Conversion or  Consolidation  of  Indenture  Trustec.
Notwithstanding any provision hercol to the contrary, any corporation or association into which
the corporale trust business of the Indenture Trustec may be merged or converted, or with which
il may be consolidated, or any corporation or associalion resulting from any merger, conversion or
consolidation to which the Indenture Trustee shall be a party, shall be the successor Indenture
Trustee under this Indenture without the execution or filing of any instrument or any other act on
the part of any of the parties hereto.
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ARTICLE X

THE PAYING AGENT/REGISTRAR

Section 10.01 Registrar. The Indenture Trustee is hercby appointed as the Registrar for
the Obligations. The Corporation shall at all times while any Obligation is Outstanding maintain
a Registrar for the Obligations. The Corporation reserves the right to change the Registrar on not
less than 30 days written notice to the Registrar, so long as any such notice is eflective at such
time as to not disrupt payment of the Obligations. Promptly upon the appointment of any successor
Registrar, the previous Registrar shall deliver the Register or copies thereof to the new Registrar,
and the new Registrar shall notify each Registered Owner, by United States mail, first-class
postage prepaid, of such change and of the address of the new Registrar, Each Registrar hercunder,
by acting in that capacity, shall be deemed to have agreed Lo the provisions of this Section.

Section 10.02 Spccial Record Date.  If interest on any Obligation is not paid on any
Payment Date and continues unpaid for 30 days therealler, the Registrar shall cstablish a new
record date for the payment of such interest, to be known as a Special Record Date. The Registrar
shall cstablish a Special Record Date when funds to make such interest payment arc received from
or on behalf of the Corporation. Such Special Record Date shall be 15 days prior to the dale fixed
for payment of such past due interest, and notice ol the date of payment and the Special Record
Date shall be sent by Uniied States mail, first-class, postage prepaid, not later than 5 days prior to
the Special Record Date, to each affected Registered Owner ol record as of the close of business
on the day prior lo the mailing of such notice.

Scction 10.03 Registered Owners. The Corporation, the Registrar and any other person
may treat the person in whosc name any Obligation is registered as the absolute Registered Owner
of such Obligation for the purpose of making payment ol principal or interest on such Obligation,
and for all other purposes, whether or not such Obligation is overdue, and neither the Corporation,
nor the Registrar shall be bound by any notice or knowledge to the contrary. All payments made
to the person deemed to be the Registered Owner of any Obligation in accordance with this
Scction 10.03 shall be valid and effectual and shall discharge the liability of the Corporation and
the Registrar upon such Obligation to the extent of the sums paid.

ARTICLE XI

REGISTRATION TRANSFER, AND EXCHANGE

Section 11.01 Register, Transfer and [xchange. So long as any Obligations remain
Quistanding, the Registrar shall keep at its designated office for payment the Register, in which,
subject to such reasonable regulations as it may prescribe, the Registrar shall provide for the
registration and transfer of Obligations in accordance with the terms of this Indenture.

An Obligation shall be transferable only upon the presentation and surrender thereofl at a
designated office for payment of the Registrar, duly endorsed for transfer, or accompanied by an
assignment duly execuled by the Registered Owner or an authorized representalive in form
salisfactory to the Registrar. Upon due presentation of any Obligation for transfer, the Registrar
shall authenticate and deliver in exchange therefor, within 72 hours after such presentation, a new
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Obligation or Obligations of the same type, registered in the name of the transferee or transferees,
in authorized denominations and of the same maturity and aggregate principal amount, and bearing
interest at the same rate as the Obligation or Obligations so presented.

All Obligations shall be exchangeable upon presentation and surrender thereof at the
designaled office for payment of the Registrar for an Obligation of the same maturity and interest
rate and in any authorized denomination, in an aggregate principal amount equal to the unpaid
principal amount of the Obligation presented for exchange. The Registrar shall be and is hereby
authorized to authenticate and deliver Ixchange Obligations in accordance with the provisions of
this Section 11.01. Each Obligation delivered in accordance with this Section 11.01 shall be
cnlitled to the henefits and security of this Indenture to the same cxtent as the Obligation or
Obligations in lieu of which such Obligation is delivered.

The Corporation or the Registrar may require the Registered Owner of any Obligation to
pay a sum sufficient to cover any tax or other governmental charge that may be imposed in
connection with the transfer or exchange of such Obligation. Any fee or charge of the Registrar
for such transfer or exchange shall be paid by the Corporation.

Section 11.02 Mutilated, Lost, Or Stolen Obligations. Upon the presentation and
surrender Lo the Registrar of a mutilated Obligation, the Registrar shall authenticate and deliver in
exchange therefor a replacement Obligation of like malurily, inlerest rate, principal amount or
maturity amount, bearing a number not contemporaneously Outstanding, If any Obligation is lost,
apparently destroyed, or wrongfully taken, the Corporation, pursuant to the applicable laws of the
State of T'exas and in the abscnce of notice or knowledge that such Obligation has been acquired
by a bona [ide purchaser, shall execute and the Registrar shall authenticatc and deliver a
replacement Obligation of like amount, bearing a numbcer not contemporaneously Qutstanding.

The Corporation or the Registrar may require the Registered Owner of a mutilated
Obligation to pay a sum sufficient to cover any tax or other povernmental charge that may be
imposed in connection therewith and any other expenses connected therewith, including the fees
and cxpenses of the Registrar, The Corporation or the Registrar may require the Registered Owner
of a lost, apparently destroyed or wrongfully taken Obligation, belore any replacement Obligation
is issued, to:

(a) furnish to the Corporation and the Registrar satislactory evidence of the
ownership of and the circumstances of the loss, destruction or theft of such Obligation;

(b)  furnish such security or indemnity as may be required by the Registrar and
the Corporation to save them harmless;

(¢)  pay all expenses and charges in connection therewith, including, but not
limited to, printing costs, legal fees, fees of the Registrar and any tax or other governmental charge
that may be imposed; and

(d) meet any other reasonable requircments of the Corporation and the
Registrar.
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If, after the delivery of such replacement Obligation, a bona fide purchaser of the original
Obligation for which such replacement Obligation was issued presents for payment such original
Obligation, the Corporation and the Registrar shall be cntitled to recover such replacement
Obligation from the person to whom it was delivered or any person taking therefrom, excepl a
hona fide purchaser, and shall be entitled to recover upon the sceurity or indemnity provided
therefor to the extent of any loss, damage, cost or expense incurred by the Corporation or the
Registrar in connection therewith.

Il" any such mutilated, lost, apparently destroyed or wrongfully taken Obligation has
become or is about to become due and payable, the Corporation in its discretion may, instead of
issuing a replacement Obligation, authorize the Registrar to pay such Obligation.

Each replacement Obligation delivered in accordance with this Scction 11.02 shall be
entitled to the benelits and sccurity of this Indenture to the same extent as the Obligation or
Obligations in lieu of which such replacement is delivered.

Section 11.03 Cancellation of Obligations. All Obligations paid in accordance with this
Indenture and the respective Series Supplement, and all Obligations in licu of which Exchange
Obligations or replacement Obligations arc authenticated, registered, and delivered in accordance
herewith, shall be canceled and destroyed upon the making of proper records regarding such
payment, redemption, exchange, or replacement. The Registrar shall furnish the Corporation with
appropriate certificates of destruction of such Obligations.

Section 11.04 Book-Entry-Only System. (a) Book-Lntry-Only System. The Obligations
may be book-entry-only Obligations through the Depository Trust Company of New York
(“DTC™). If the Obligations arc in book-entry-only form the Initial Obligations (as set forth in the
Series Supplement) shall be exchange for Obligations issued in the form of a scparate single fully
registered Obligation [or each of the maturities thereof registered in the name of Cede & Co., as
nominee of DTC.

With respect to Obligations registered in the name of Cede & Co., as nominee of DTC, the
Corporation and the Paying Agent/Registrar shall have no responsibilily or obligation to any
securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations on whose behalf DTC was created to hold securilies Lo [acilitate the clearance and
settlement of securities transactions among DTC participants (the “DTC Participant™) or to any
person on behalf of whom such a DTC Participant holds an interest in the Obligations. Without
limiting the immediately preceding scntence, the Corporation and the Paying Agent/Registrar shall
have no responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede
& Co. or any DTC Participant with respeet to any ownership interest in the Obligations, (ii) the
delivery to any DTC Participant or any other person, other than a Registered Owner, as shown on
the Registration Books, of any notice with respect to the Obligations, or (iii) the payment to any
DTC Participant or any person, other than a Registered Owner, as shown in the Registration Books
of any amount with respect Lo principal of or interest on, or the maturity amount of the Obligations.
Notwithstanding any other provision of this Indenture to the contrary, but to the extent permitted
by law, the Corporation and the Paying Agent/Registrar shall be entitled to treat and consider the
person in whose name each Obligation is registered in the Registration Books as the absolute
owner of such Obligation for the purpose of payment of principal of and interest or maturity
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amount, with respect to such Obligation, for the purposes of registering transfers with respect to
such Obligation, and for all other purposes of registering translers with respect to such Obligations,
and for all other purposcs whatsoever. The Paying Agent/Registrar shall pay all principal of and
interest or maturity amount on the Obligations only to or upon the order of the respective
Registered Owners, as shown in the Registration Books as provided in this Indenture, or their
respeclive allorneys duly authorized in writing, and all such payments shall be valid and clfective
to fully satisfy and discharge the Corporation’s obligations with respect Lo payment of principal of
and interest or maturily amount on the Obligations to the extent of the sum or sums so paid. No
person other than a Registered Owner, as shown in the Registration Books, shall receive an
Obligation evidencing the obligation of the Corporation to make payments of principal, and
interest or malurity amount pursuant to this Indenture, Upon delivery by DTC to the Paying
Agent/Registrar of written notice to the clfect that DTC has determined to substitute a new
nominee in place of Cede & Co., and subject to the provisions in this Indenture with respect to
interest checks being mailed to the registered owner at the close of business on the Record Date
the word “Cede & Co.” in this Indenture shall refer to such new nominee of DTC.

(h) Successor Securities Depository: Transfer Outside  Book-Entry-Only
System. In the event that the Corporation determines Lo discontinue the book-entry system through
DTC or a successor or DTC determines to discontinue providing its services with respect to the
Obligations, the Corporation shall either (i) appoint a successor securities depository, qualified to
act as such under Scetion 17(a) of the Securities and Exchange Act of 1934, as amended, notify
DTC and the Registered Owners of the appointment of such successor sccuritics depository and
transfer one or more separate Obligalions Lo such successor securities depository or (i) notify DTC
and the Registered Owners of the availability through D'TC of Obligations and transfer one or more
separate Obligations to IDT'C Participants having Obligations credited to their DTC accounts, In
such event, the Obligations shall no longer be restricted to being registered in the Registration
Books in the name of Cede & Co., as nominee of DTC, but may be registered in the name of the
successor securities depository, or ils nominee, or in whalever name or names the Registered
Owner translerring or exchanging Obligations shall designate, in accordance with the provisions
of this Indenture,

(c) Payments o Cede & Co. Notwithstanding any other provision of this
Indenture to the contrary, so long as any Obligation is registered in the name of Cede & Co., as
nominee of DTC, all payments with respect to principal of, and interest or maturity amount on
such Obligation and all notices with respect to such Obligation shall be made and given,
respectively, in the manner provided in the Letter of Representations of the Corporation to DTC.

ARTICLE X1

MODIFICATION OF INDENTURE

Section 12.01 Supplemental Indentures Mot Requiring Consent of Owners of the Parily
Debt. The Corporation and the Indenture Trustce may, without the consent of the Owners of any
of the Parity Debi, enter into one or more supplemental indentures, which shall form a part hercof,
for any one or more of the following purposes:
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(a) to cure any ambiguity, inconsisiency or formal defect or omission in this
Indenture;

(b)  to grant to or confer upon the Indenture Trustce for the benefit of the
Owners of the Parily Debl any additional rights, remedies, powers or authority that may lawfully
be pranted to or conferred upon the Owners of the Parity Debt or the Indenture Trustee or either
of them;

(c) to subject to the lien of this Indenture additional revenues, properties or
collateral;

(d)  to modify, amend or supplement this Indenture or any supplemental
indenture in such manner as to provide [urther assurances that interest on the Parity Debt will, to
the greatest extent legally possible, be excludable from gross income for federal income tax
purposes;

(¢)  to obtain bond insurance or a rating for any Parity Debt;

(f)  to permit the assumption of the Corporation’s obligations hereunder by any
entlity that may become the legal suceessor to the Corporation; and

(g)  toallow for the issuance of Subordinatc Obligations.

provided, however, thal no provision in such supplemental indenture shall be inconsistent with this
Indenture or shall impair in any manner the rights of the Owners of the Parity Debt.

Section 12.02 Supplemental Indenturcs Requiring Consent of Owners of the Parity Debl.
Except as otherwise provided in the preceding Section, any modification, change or amendment
of this Indenture may be made only by a supplemental indenture adopted by the Corporation and
cxccuted by the Corporation and the Indenture Trustee with the conscnt of the Owners of not less
than a majority of the aggregale principal amount of the Parity 1Debt then outstanding.

Notwithstanding the preceding paragraph of this Section, no modification, change or
amendment to this Indenture shall, without the consent of the Owner of each Obligation so
alfected, cxtend the time of payment of the principal thereol or interest thercon, or reduce the
principal amount thereof or premium, if any, or interest thereon payable in any coin or currency
other than that hereinbefore provided, or deprive such Owner of the lien thercof on the revenues
pledged hereunder. Moreover, without the consent of the Owner of each Obligation then
Quistanding, no modification, change or amendment to this Indenture shall permit the creation of
any lien on the revenues pledged hercunder prior to the lien hereof, or reduce the aggregate
principal amount of Parity Debt, the Owners of which are required to approve any such
modification, change or amendment of this Indenture.

Scction 12.03 Consents. Consents required pursuant to this Article shall be valid only if
given following the giving ol notice by or on behalf of the Corporation requesting such consent,
sctting forth the substance of the supplement indenture in respeet of which such consent is sought
and stating that copies thereo["arc available at the office of the Indenture Trustee for inspection, lo
the Owners of Parity Debt whose consent is required in accordance with the provisions of this
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Article. Such notice shall be given by sending such notice by first-class mail, postage prepaid, (o
the registered Owners of such Parity Debl. Any consent or other action by an Owner of any
Obligation in accordance with this Article shall bind every future owner of the same Oblipation
and the Owner of any Obligation issued in exchange therefore or in lieu thereof.

Section 12.04 Exccution ol Supplemental Indentures. In executing, or accepting the
additional trusts created by, any Supplemental Indenturc permitted by this Article or the
madification thereby of the trusts crcated by this Indenture, the Indenture Trustee shall receive,
and shall be [ully protecied in relying upon, an opinion of counsel addressed and delivered to the
Indenture Trustee and the Corporation stating that the exceution of such Supplemental Indenture
is permitted by and in compliance with this Indenture. ‘The Indenture I'rustee may, but shall not
be obligaled to, enter into any such Supplemental Indenture which affects the Indenture Trustee’s
own rights, duties or immunitics under this Indenture or otherwise.

ARTICLE X111

GENERAL PROVISIONS

Section 13.01 Proof of Iixecution of Writings and Ownership. Any instrument provided
in this Indenture to be signed or exceuled by the Owners of all or any portion of the Parity Debt
may be in any number of writings of similar tenor and may be signed or exccuted by such Owners
in person or by their duly authorized representatives. Proof of the execution of any such
instrument, or any ol the writing appointing any such agent, or of the ownership of any Obligation,
shall be sufficient for any of the purposes of this Indenture and shall be conclusive in favor of the
Corporation and Indenture Truslee with respect to any actions taken by either under such
mstruments if:

(a)  the fact and the date of the execution by any person of any such instrument
is proved by

(i) a certificate of any officer of any jurisdiction who by law has power
to take acknowledgments of deeds within such jurisdiction, to the effect that the person
signing such instrument acknowledged before him the exccution thercol, or

(ii)  an affidavit of witness ol such execution; and

(b)  the ownership of any Obligation registered as to both principal and interest
is proved by the registration books kept by the Paying Agent/Registrar.

Section 13.02 Benelits of Indenture. The covenants, stipulations and agreements
contained in this Indenture are and shall be for the sole and exclusive benefit of the parties hereto,
their successors and assigns, and the Owners of the Parity Debt, and nothing in this Indenture
cxpressed or implied shall be construed to confer upon or give to any other person any right,
remedy or claim under or by reason of this Indenture.

Scetion 13.03 No Individual Liability. No covenant or agreement contained in the Parity
Debt, the Series Supplements or in this Indenture shall be deemed to be the covenant or agreement
of any member of the Board of Supervisors of the Corporation or any officer, agent, employec or
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representative ol the Corporation nor any person executing the Parity Debt shall be personally
liable thercon or be subject to any personal liability or accountability by rcason of the issuance
thereof, whether by virtuc of any constitution, statute or rule of law, or by the enforcement of any
asscssment or penalty, or otherwise, all such liability being expressly released and waived as a
conditioned of an in consideration for the cxceution of the Parity Debt.

Section 13.04 Notice. Any notice, demand, direction, request or other instrument
authorized or required by this Indenture to be given to or filed with the Indenture Trustee or the
Corporation shall be deemed to be effective for all purposes of this Indenture if and when sent by
registered or certified mail, postage prepaid, to the address specified below or at such other address
as may be designated in writing by the parties.

Indenture Trustee:  [U.S. Bank Trust Company, National Association]

Corporation: Kerrville Public Utility Board Public Facility Corporation
L |

Utility Board Kerrville Public Utility Board
| ]

Section 13.05 Governing Law. This Indenture shall be governed in all respects, including
validity, interpretation and cffcet, by, and shall be enforceable in accordance with, the laws of the
Statc of Texas.

Section 13.06 Severability. If any provision of this Indenture shall be invalid, illcgal or
uncnforccable, the validity, legality and enforceability of the remaining portions shall not in any
way be affected or impaired. In casc any covenant, stipulation, obligation or agreement contained
in the Parity Debt, the Series Supplements or in this Indenture shall for any reason be held to be
usurious or in violation ol law, then such covenant, stipulation, obligation or agreement shall be
deemed to be the covenant, stipulation, obligation or agreement of the Corporation to the full extent
permitted by law.

Scction 13.07 Successors and Assigns. This Agreement shall be binding upon the
Corporation and the Indenture Trustee and their successors and assigns.

Section 13.08 Lxecution in Several Counterparts. This Indenture may be simultaneously
cxecuted in several counterparts, all of which shall constitute one and the same instrument and
each ol which shall be, and shall be deemed to be, an original.
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IN WITNESS WHEREQF, the Corporation and the Indenture Trustee have causcd this
Indenture Lo be signed and attested on their behalf by their duly authorized representatives, all as
of the date first hereinabove written.

KERRVILLE PUBLIC UTILITY BOARD
PUBLIC FACILITY CORPORATION

By:

| Chairman]

ATTEST: RETURN:

Scerctary

(SEAL)

[U.S. BANK TRUST COMPANY, NATIONAL
ASSOCIATION], AS INDENTURE TRUSTEE

By: _
Title:
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THE STATE OF TEXAS

on uEn W

COUNTY OF KERR

BEFORE ME. the undersigned authority, on this day personally appeared
., [ 1of KERRVILLE PUBLIC UTILITY BOARD PUBLIC
FACILITY CORPORATION, known to me to be the person and officer whose name is subscribed
to the foregoing instrument, and acknowledged to me that he executed the same for the purposcs
and consideration therein expressed, in the capacity therein staled, and as the act and deed of said
political subdivision.

GIVEN UNDER MY IlIAND AND SEAIL OF OFFICE this the ~ day of

Notary Public, State of Texas

(SEAL)

My commission expires:

THE STATE OF TEXAS

SO LR O

COUNTY OF KERR

BEFORE ME, the undersigned authority, on this day personally appearced ) .
known to me to be the person whose name is subscribed to the foregoing instrument, and
acknowledged to me that he/she executed the same for the purposes and consideration therein
expressed, in the capacity therein stated, and as the act and deed of said bank.

GIVEN UNDER MY HAND AND SEAIL. OF OFFICE this the day of

Motary Public, State of Texas

(SEAL)

My commission expires:
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EXHIBIT A
ADVANCE REQUEST

Pursuant to the terms of the Indenturc (the “Indenture™) dated , 2025,
between KERRVILLE PUBLIC UTILITY BOARD PURBLIC FACILITY CORPORATION (the
“Corporation™) and [ULS. BANK TRUST COMPANY, NATIONAL ASSQCIATION] (the
“Indenture 'I'rustee”), the Corporation hercby requests an advance on 20
in the amount of § from the Construction Fund. Attached Lo this Advance
Request is a summary of amounts to be spent or alrcady spent for which this advance is based
(collectively, the “Expenses™). Capitalized terms used herein put undefined shall have the meaning
given such term in the Indenture,

Date: .20 KERRVILLE PUBLIC UTILITY BOARD
PUBLIC FACILITY CORPORATION

By:
MName:
Title:
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Exhibit C

Form of Power Sales Agreement



DRAFT

POWIER SALES AGREEMENT
BETWEEN
KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY CORPORATION
AND

KERRVILLE PUBLIC UTTLITY BOARD

Dated: | |, 2025
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POWER SALES AGREEMENT
BETWEEN
KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY CORPORATION
AND
KERRVILLE PUBLIC UTILITY BOARD

This Power Sales Agreement, is made and entered into as of the | |, 2025, by and
between the Kerrville Public Utility Board Public Facility Corporation, a public facility
corporation created by the City of Kerrville, Texas pursuant to Chapter 303 of the Local
Government Code, and the Kerrville Public Utility Board, a ] (the “Utility Board™).

WITNESSETH:

WHEREAS, pursuant to the authority contained in Chapter 1502, as amended, Texas
Government Code, certain ordinances previously passed by the City Council of the City of
Kerrville, Texas(the (*City™), authorizing the issuancc of the currently outstanding revenue bonds,
the complete management and control of the City’s electric light and power system (the “System™)
ol the City is vested in a Board of Trustees known as the Kerrville Public Utility Board;

WHEREAS, pursuant to the provisions of the P'ublic Facility Corporation Act, Chapter
303, Texas l.ocal Government Code, as amended (the "Act"), the Corporation was created by the
City to finance, refinance, or provide the costs of public facilities, as defined in the Act, including
electric power supply facilities to be used for the benefit of the System;

WHEREAS, the Utility Board has need for an economical, reliable source of Lnergy and
Ancillary Services to meet the growing demands of customers of the System and has determined
to purchase such Encrgy and Ancillary Services from the Corporation;

WIIEREAS, the Corporation proposes to construct or acquire an electric generating plant
and transmission lines [or the purpose of supplying Fnergy and Ancillary Services to the Utility
Board’s System and others; and

WHEREAS, the Utility Board desires to purchase, and the Corporation desires to sell
Energy and Ancillary Services on the terms and conditions herein set forth;

Mow, THEREFORE, in consideration of the mutual undertakings herein contained, the
Corporation and the Utility Board agree as follows:

Section 1: Term of Contract. This Power Sales Agreement shall become cflective upon
the first delivery to the Corporation of the proceeds ol Obligations issued under the Indenture.
Subject to the provisions of Sections 16 and 19 hereof, this Power Sales Agreement shall remain
in effect for a period of thirty-five (35) ycars from the date hereof or until such time as all of the
Obligations issued under the Indenture and any other Debts of the Corporation shall have been
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paid (or provision for such payment shall have been made in accordance with the terms hereol),
whichever is later.

Section 2: Definitions. Unless otherwise expressly provided or unless the context clearly
requires otherwise, the following terms shall have the respeclive meanings specified below for all
purposcs of this Power Purchase Agreement. Any term not otherwise deflined herein have the
meaning given in the Indenture:

(a) “Act” shall mean Chapter 303 of the Texas Local Government Code, and all laws
amendatory thereol or supplemental thereto.

(b “Ancillary Services” shall mean all Capacily-rclated and other services the facility
can provide beyond Encrgy, as defined in ERCOT protocols, as amended from time lo time,
including, without limitation, responsive reserve, regulation, non-spinning reserve, black start
scrvice, and any future services that are defined in ERCOT protocols from time Lo time.

{c) “Annual Facility Costs™ shall mcan, with respect to a Contract Year, and to the
extent not paid or to be paid from the proceeds of Obligations or other funds legally available to
the Corporation, all costs and cxpenses of the Corporation that are paid or incurred during such
Contract Year and are allocable to the Facility, including, bul not limited to Debt Service, the
payment of the Operating and Maintenance Expenses of the Facility, any Project Development
and Reliability Expenditures, all costs, charges, and cxpenscs of repair, replacements and renewals
of the Facility and all taxes, assessments or other governmental charges lawtully imposed on the
Corporation or on the revenues of the Facility or payment, in lieu thereof, and the deposil or
payment of any and all amounts which the Corporation may now and hereafter become obligated
Lo deposit into any fund or pay from revenues of the Iacility, by law, contract, or the Indenture.

(d) “Annual Facility Budget™ shall mcan, with respect to a Contract Year, the budget
of the Corporation prepared in accordance with Section 6 hereol [or such Contract Year or, in the
case ol an amended Annual Facility Budget, for the remainder of such Contract Year.

(2) “Approved Project” shall mean a Project which has been approved pursuant to
Secction 13 of this Power Sales Agreement.

(f) “Capacity” shall mean the capability to produce Energy and Ancillary Services in
accordance with the performance capabilities of the Facility, on demand, and all inhcrent attributes
of this capacily, as may be present upon completion of the Iacility and throughout the life of this
Power Sales Agreement.

(g) “Contract Ycar™ shall mean the fiscal year of the Corporation as from time Lo time
determined by the Corporation; provided, however, the first Contract Year of the Corporation shall
begin on the cffective date of this Power Sales Agreement and shall end on the last day of the fiscal
year of the Corporation within which this Power Sales Agreement becomes effective.

(h)  “Days Cash on Hand” means the sum ol (i) Unrestricted Cash and Investments held
by the Utility Board, divided by (ii) fiscal year-to-date operating expenses of the Utility Board (not
including depreciation and amortization), multiplied by (iii) the number of days elapsed in the
current liscal ycar.



(i) “Debts” shall mean (i) Obligations and (ii) any other liabilities ol the Corporation
included in an Annual Facility Budget.

)] “Debt Service” shall mean, with respect to any period, the nel aggregate of the
amounts required to be paid during said period on any Obligations outstanding as the same shall
hecome due.

(k) “Development Project” shall mean any one or more of the following: (i) repairs,
replacements, or modifications to an existing generating facility owned in whole or in part by the
Corporation, and which are designed to increase or maintain an operating ellicicncy of the Iacility
or (ii) preliminary and developmental work to determine whether any work should be undertaken
as a Project, or engineering, legal, and financial studies in connection with the planning,
development or utilization of power resources, or (iii) any purpose for which procecds of
Obligations may be expended by the Corporation under the Act, except a Project.

(1 “Encrgy” shall mean kilowatt-hours (kwh).
(m)  “ERCOT” shall mean the Eleetric Reliability Council of Texas.

(n)  “Facility” shall means collectively (i) the power generation facility described in
Schedule | of this Power Sales Agreement, and (ii) any other Project authorized under the terms
hereof.

(o) “Indenture” shall mean that certain Trust Indenture, dated as of [ ], 2025, by
and between the Corporation and [U.S. Bank Trust Company, National Association], as Trustee [,
as supplemented from time to time in accordance with its terms and the terms hercot].

(p)  “Obligations” shall mean all Obligations issued by the Corporation pursuant to the
Indenture.

(@)  “Operating and Maintenance lixpenses” shall mean all expenses incurred in the
operation and maintenance of the Facility and the Corporation which are property accounted for
such purpose under generally accepted accounting principles. Such term does not include
depreciation or obsolescence charges or reserves therefor, interest charges and charges for the
payment of principal, or amortization, of Obligations or other liabilitics or indebtedness of the
Corporation.

(r) “Point of Delivery” and “Points of Delivery” shall mean the point or points on the
I‘acility of, or available to the Corporation, as set [orth in Exhibit A, as amended from time Lo time
by the Corporation and the Ulility Board, at which Energy and Ancillary Scrvices are made
available to the System, or others, pursuant to this Power Sales Agreement.

(s) “Project” shall mean onc or more of the following: (i) any Facility (or interest
therein) to be constructed or acquired by the Corporation as well as fuel therelor and any
transmission facility required to connect or interconnect such Facilily with the System or others,
or (ii) any addition or improvement to a Facility which is then owned, in whole or in part, by the
Corporation.



() “Project Development and Reliability Expenditures” means those expenditures
which the Corporation determines, under prudent utility practices, should be expended over a given
period of time for (i) fransmission and related facilities to increase the reliability of the delivery of
Energy and Ancillary Services by the Corporation or (i1) the exploration for, development of or
the acquisition of a fuel supply or supplies in order to provide fuel for generating facilities which
are not then owned or in the process of construction for and on behalf of the Corporation, or (iii)
repairs, replacements, or modifications to an existing generating facility (owned in whole or in
part by the Corporation or under construction by it) which are designed to increase the Rated
Capacity of such generating facility.

(u)  “Rated Capacity” shall mean the maximum load expressed in net kilowatts (kw)
that a generating sonrce (as identified in the definition of Project) is capable of supplying under
good operating condilions.

(v)  “Required Operaling Procedures” shall mean the operating procedures set forth in
Exhibit B attached to this Power Sales Agreement.

(w)  “Series 2025A Supplement” shall mean the Series Supplement to the Indenture
under which the Series 2025A Bond are issued.

(x)  “Semes 20258 Supplement” shall mean the Series Supplement to the Indenture
under which the Series 2025B Bond are issued.

(y)  “System” shall mean the electric distribution system of the City of Kenrville, Texas,
as described in the Purchase Agreement between the City and the Lower Colorado River Authority,
dated April 16, 1987, together with all future extensions, improvements, enlargements and
additions thereto, and replacements thereof.

(z) “Unrestricted Cash and Investments” means (a) the sum of all cash, cash
equivalents and marketable secunities and other appropriable funds, whether classified as
unrestricted or temporarily restricted, including, without limitation, such amounts that are on
deposit in a funded depreciation fund or account and amounts constituting board designated funds,
whether classified as current or noncurrent assets, as described in the financial statements of the
Utility Board, for any of corporate purposes, but excluding trustee-held funds (including, without
limitation, debt service funds and construction funds), litigation reserves, less (b) the sum of the
outstanding principal amount of any indebtedness of the Utility Board maturing within one year
for the date Unrestricted Cash and Investments is calculated.

Section 3: Sale and Purchase of Energy and Ancillary Services.

The Utility Board during the time this Section is applicable shall:

(1)  Purchase and receive from the Corporation _

Energy and Ancillary Services generated by the Facility; and

(2)  Binds itself to pay for all Energy and Ancillary Services purchased or
otherwise acquired by it from the Corporation pwrsuant to this Section 3, said payment to



be made at the rates and charges established pursuant to Section 7 of this Power Sales
Agreement.

Section 4;: Performance of Certain Services.

(a) In addition to the delivery of Encrgy and Ancillary Services hereunder and the
performance of all acts and actions incident thereto, the Corporation agrees that, (o the extent not
performed pursuant Lo or as a conscquence of any other Scction of this Power Sales Agreement, it
will either perform or cause to be performed, in a prudent and economical manner, the following
services concerning the interrclated activitics of the Corporation, the Utility Board and others, as
well as various combinations of such parties:

(1)  comprehensive planning for Encrgy and Ancillary Services and the
transmission thereof to mutually agreed upon load centers;

(2) undertake or coordinale and monitor the design, construction, operation and
maintenance of Projects;

(3)  plan for and undertake or coordinate and monitor the cconomic dispatching
of Encrgy and Ancillary Services of the lacility and the systems to the Facility is
interconnected;

()  provide accounting services; and

(5)  such other services as the Corporation and the Ulility Board, from time to
time, shall determine to be appropriate and necessary.

(b)  the Utility Board hereby binds itself to pay flor the cost of the services that arc to be
provided by the Corporation pursuant to Subscction (a) of this Section 4, such payment to be made
at the rates and charges established pursuant to Section 7 of this Power Sales Agreement.

Section 5: Delivery of Energy and Ancillary Services.

(a) The Energy and Ancillary Services to be furnished under this Power Sales
Agreement shall be alternating current, sixty (60) hertz, three-phase, subject to conditions of
delivery and measurement as hereinafter provided. The Energy and Ancillary Services shall be
performed in accordance with the Required Operating Procedurces.

(b)  The Points of Delivery, delivery voltage and other conditions of service shall be in
accordance with the service specifications set [orth in Exhibit A attached to this Power Sales
Agreement, as amended by the Corporation and Utility Board from time to time.

(¢)  The Utility Board shall be responsible for managing congestion on the ERCOT
system between Points of Delivery and loads heing served by the Energy and Ancillary Services.

(d) At the direction of the Ulility Board, the Corporation shall make and pay for all
conneetions between the Facility and the Points of Delivery and shall install, own and mainlain
any necessary substation equipment at the Points of Delivery, including switching and protective



equipment of adequate design and sufficient capacity to enable the Utility Board to take and usc
the Energy and Ancillary Services supplied under this Power Sales Agreement.

(e) The Corporation measure and track the Energy and Ancillary Services produced
and delivered pursuant to this Power Sales Agreement in accordance with customary and
reasonable utility practices. The Ulility Board agrees to cooperate with the Corporation as
necessary to enable the Corporation to meet its obligations pursuant to the immediately preceding
sentence.

Section 6: Annual Facility Budget

(a) The Corporation shall prepare, in consultation with the Utility Board stafT, or cause
to be prepared an Annual Facility Budget at least ninety (90) days prior to the beginning of each
Contract Year which shall itemize estimates of Annual Facility Costs and all revenues, income or
other funds to be applied Lo such Annual Facility Costs for and applicable to such Contract Year.
Such Annual Facility Budget shall also utilize and take into account forecasts, which shall be
furnished by the Utility Board Lo the Corporation at least one hundred twenty (120) days prior to
the beginning of such Contract Year, of the monthly peak Energy and Ancillary Services
requirements estimated to be obtained from the Corporation during such Contract year.

(b) Alter consideration ol any comments of the Utility Board, the Corporation, not less
than thirty (30) days prior to the beginning of such Contract Ycar, shall adopt an Annual Facility
Budget for such Contract Year and the rates and charges for Energy and Ancillary Services to be
furnished and the services to be performed during such Contract Year and shall cause copies of
such Annual I'acility Budget and rates and charges to be delivered to the Utility Board. Provided,
however, the Annual Facility Budget for the first Contract Year shall be prepared, considered,
adopted and delivered in the manner which the Corporation deems best.

(c) If, at any time or from time Lo lime aller the adoption of the Annual Facility Budget
in accordance with Subsection (b) of this Section 6, the Corporation estimates that the Annual
Iacility Costs or revenues for the Contract Year or any parl thereol for which such Annual Facility
Budgct applics will be greater or less than the Annual Facility Costs or revenues set forth in the
Annual Facility Budget, or that the amount of Lnergy and Ancillary Scrvices which the
Corporation expecets to deliver during such Contract Year or any part thereof is greater or less than
the amount of Energy and Ancillary Services which the Corporation estimated at the time of
adoption of the Annual Facility Budget would have been delivered during such Coniract Year,
then the Corporation may prepare an amended Annual l'acility Budget. The amended Annual
Facility Budget shall be timely adopted by the Corporation and transmitted to the Utility Board.

{d} In the event a budget for the ensuing Contract Year has not been adopted on or
before the first day of the Contract Year, the total amount budgeted for the preceding Contract
Year shall be the total amount of the temporary budgel for such purposes for the ensuing Contract
Year. The temporary budget shall be effective only until such time as a permanent budget has been
finally adopted and approved.



Section 7: Power Cost Charges:

(a)  The rates and charges of the Corporation to the Utility Board for Energy and
Ancillary Services and for services supplied shall be:

(1) fair and reasonable, and be based upon the cost of providing the Energy and
Ancillary Services in accordance with the Annual Facility Budget;

(2)  adequale (afler taking into consideration other moneys received or
anticipated to be received) to pay or make provision for paying Annual Facility Costs when
they become due and payable; and

(3)  determined and billed in accordance with the requirements set forth in
Exhibil C.

Section 8: Meter Readings and Payment of Bills. The Corporation shall bill the Utility
Board lor Energy and Ancillary Services furnished under this Power Sales Agreement at monthly
intervals. 1t shall also bill the Utility Board monthly lfor services rendered pursuant to Section 4 of
this Power Sales Agreement.

Section 9: Reserved.

Scction 10: Payments to Constitute Operating Expenses of the System. The Utility
Board’s obligation to make the payments under this Power Sales Agreement shall constitute an
operaling expense of the System payable solely from the revenues and reccipts of the System. The
Utility Board shall be bound and obligated to make such payments and the obligation to make the
payments under Section 14 of this contract shall be unconditional.

Section 11: Utility Board Rate and Liquidity Covenant. The Utility Board shall
establish, maintain and collect rates and charges for the electric service of the System which shall
produce revenues at least sullicient, together with other revenues available to the System and
available reserves of the System, to enable it to pay to the Corporation, when due, all amounts
payable by the Utility Board under this Power Sales Agreement. The Utility Board shall at all
times maintain a minimum of 120 Days Cash on lland while this Power Sales Agreement is in
cffect. The Utility Board shall deliver to the Corporation and the Indenture ‘I'rustee on the first
Business Day of each June and September a certificate of a Responsible Officer of the Ultility
Board confirming compliance with the covenants set forth in this section,

Seetion 12: Covenants of the Corporation.

(a) Afler first satislying the Energy and Ancillary Services requirements of the Utility
Board, as such requirements are established by the Utility Board from time Lo time, the Corporation
shall use its best ellorts to cooperate with the Utility Board to allow the Utility Board to market
and dispose of any and all surplus Energy and Ancillary Services available from the Facility to the
Utility Board under the terms hereof, to the extent that it may legally do so.

(b)  The Corporation shall use prudent utility practices to operate the Facility in order
to provide Encrgy and Ancillary Services to the Ulility Board in accordance with the Required



Operating Procedures. I the supply of Encrgy and Aneillary Services shall fail, or be interrupted,
or become defective by reason of force majeure as hereinafter provided, the Corporation shall not
be liable therelor or for damages caused thereby.

(c) The Corporation shall diligently enforce and take all reasonable steps, actions and
proccedings necessary for the enforcement of all terms, covenants and provisions of any power
sales contracts. The Corporation shall not amend this Power Sales Agreement without first having
secured the prior written consent of the Utility Board, but no amendment shall be made in any
section of this Power Sales Agreement if such amendment could have an adverse effect on the
security for payment of Obligations provided by this Power Sales Agrcement without the prior
wrillen consent ol the Indenture Trustee.

(d)  The Corporation covenants and agrees that it will operate, maintain and manage the
Facility or causc the same to be operated, maintained and managed in an efficient and economical
manner, consistent with sound ulility practicc and in accordance with standards normally used by
utilitics owning like properties. The Corporation covenants and agrees that it will not sell, convey,
morlgage, encumber, lease or in any manncr transfer title to, or otherwise dispose of any significant
or substantial part of the I'acility such that the ability of the Corporation to provide the Energy and
Angcillary Services to the Utility Board could be impaired without obtaining the prior wrillen
consent of the Utility Board.

(e) The Corporation covenants that it will not make a change in any Indenture so as to
issue additional Obligations other than those authorized in the Series 2025A Supplement and
Series 202513 Supplement without the approval of such changes by the Utility Board, nor shall any
change be madc in the amounts required to be paid into, accumulated in or maintained in any fund
or account established under the Indenture, cxcept as provided in the Indenture and the Series
2025A Supplement and Series 202513 Supplement, without such approval.

Section 13: Project Approval

(a) Except with respect to the Obligations authorized in the Serics 2025A Supplement
and Scrics 2025B Supplement prior to the issuance of Obligations to provide money [or any
Project, the Corporation shall submit a wrilten notice to the Utility Board as required by the
provisions of paragraph (b) of this Section. Tf a Project has been approved pursuant to
paragraph (c) of this Section, the Corporation may thereafter issue, sell and deliver Obligations in
order to fully provide funds for such Project, including the design, construction, and the placing
ol same in commercial opcration, or to meet any requirement of law, including those of a
regulatory agency having jurisdiction, or lo pay judgments or casualty losses not covered by
insurance, or to mect a safety or overriding public necessity.

(b) A written notice ol the Corporation’s intention to provide funds (through the
issuance of Obligations) for a Project shall contain a general description of the Projeet, the
projected sources and uscs of funds for all aspects of the construction and testing of the Project,
and a statement to the effect that, in the opinion of the Corporation, the Projeet is necessary for the
Corporation to mect its commitments under power sales contracts and is economically [easible,
together with an explanation of the Corporation’s basis for this opinion. Within 60 days after
receipt of such notice, the Utility Board shall give the Corporation writlen notice ol its approval



or disapproval of the Project. If the Utility Board fails to give the Corporation such written notice
within such 60-day period, then the Utility Board shall be deemed to have approved the Project.

(c) If the Utility Board approves a Project then the Corporation may proceed with the
issuance of Obligations to provide moneys for such Project.

Section 14: Debt Service Support Payments

(a)  In any instance where the amount of money on deposit in the Debt Service Fund
(created by the Indenture) is not the full amount then required to be on deposit therein, the Utility
Board shall be obligated to make a payment the aggregate amount ol which shall be the amounts
that are nccessary to cstablish or reestablish the amount then required, under the terms of the
Indenture, to be on deposit in the Debt Service Fund and the Reserve Fund. The payments required
to be made to pursuant to the preceding sentence shall be paid by the Utility Board directly to the
Indenture Trustee for deposit in the Revenue Fund. The Utility Board unconditionally covenants
the payment will be made, il required in the amount and in the manner prescribed. The provisions
of this covenant are for the benefit and protection of the Utility Board, the System and the Owners
of Obligations, it being recognized that the Owners of such Obligations shall be third-party
beneficiaries of this covenant, and it is understood by the contracting parties that the purchaser of
Obligations has and will agree to the purchase ol Obligations conditioned upon this covenant.

(b) In the event the Corporation is held to be in default under the provisions of the
Indenture (by reason of the inadequacy of payments required to be made by the Utility Board under
the provisions of this Power Sales Agreement), the Utility Board shall cure default by making
payments in the same proportion as provided in paragraph (a) of this Section,

(c) For and in consideration of the payments to be made by the Utility Board under this
Power Sales Agreement (including those under this Section) the Corporation agrees to use its best
efforts to deliver Energy and Ancillary Services from the Facility to the System, under the terms
of this Power Sales Agreement, and such payments by the Utility Board shall be in consideration
for the Corpaoration’s agreement to deliver such Energy and Ancillary Services; bul the [ailure of
the Corporation Lo comply with such agreement shall not relieve the Utility Board of its obligations
under this Section, which obligations shall be unconditional and absolute.

(d) The Utility Board represents and covenants that all payments to be made by it under
this Power Sales Agreement shall constitute reasonable and nceessary operating expenses of the
System. The Ulility Board shall not be obligated to make payments under this Power Sales
Agreement from any source other than the gross revenues of the System. The Utility Board further
represents Lhat its governing body has determined that the services to be provided by the
Corporation are current expenses of the System to purchase eleclric power and are in the best
interest of the System.

(e) No ad valorem tax revenues of any of the Ultility Board (or the City of Kerrville,
Texas) shall be pledged to the payment of any amounts to be paid by the Utility Board to the
Corporation under this Power Sales Agreement, nor shall the Corporation have the right to demand
payment of any amounts to be paid by the Ultility Board under this Power Sales Agreement from
funds raised or to be raised from ad valorem taxation. The obligations under this Power Sales



Agreement shall never be construed to be a debt or pecuniary obligation of the City of Kerrville,
Texas of such kind as to require the City of Kerrville, T'exas to levy and collect an ad valorem tax
to discharge any obligations ol the Ulility Board.

Section 15: Remedies in Event of Default

(a) (DIl the Utility Board fails or defaults in meeting the terms, conditions and
covenants of this contract (other than a default in payment for which provision is made in
subscction (b) of this Scetion), the Corporation shall give notice (in the manner contemplated by
Section 31 of this Power Sales Agreement) to the Utility Board. The Utility Board shall from the
datc of the mailing of such notice, have a period of 30 days to cure the default.

(2)  Tf the Utility Board [ails to make any payment (hereinafter called a default
in payment) to the Corporation that is required to be made under the provisions of this
Power Sales Agreement, and such default in payment continues for a period of fifteen
(15) days, the Corporation shall give notice (in the manner contemplated by Seetion 31 of
this Power Sales Agreement) to the Utility Board. The Utility Board shall, from the date of
the delivery of such notice, have a period of thirty (30) days to pay the full amount then
due to the Corporation, together with interest thereon, as hereinafter provided.

(3) Il the Utility Board docs not cure its default within such period of thirty
(30) days, then, so long as the Utility Board remains in delault and in addition to any other
rights which the Corporation has under this Power Sales Agreement and at law and in
equity, the Corporation may terminate all service Lo the Utility Board. Additionally, in the
event of default in payment, the Corporation may charge to and collect from the Utility
each calendar month the amount which the Corporation determines to be the difference
between what the Corporation would have received [rom the Utility Board under this
Power Sales Agreement for Energy and Ancillary Services and services furnished and
delivered to the Utility Board, had the Utility Board not been in default, and the amount, if
any, which the Corporation receives from sales of such Energy and Ancillary Services and
services Lo the others persons in accordance with the terms of the Indenture. Termination
of service hereunder shall not reduce or change the obligation of the Utility Board under
the other provisions of this Power Sales Agreement,

(b)  Ifthe Corporation fails or defaults in meeling the terms, conditions and covenants
of this Power Sales Agreement, except its covenant to use reasonable diligence Lo provide a
constant and uninterrupted supply of Energy and Ancillary Services contained in Section 12(b),
and such default continues for a period of 15 days after the Ttilily Board has given the Corporation
notice of such default in the manner contemplated in Section 31 of this Power Sales Agreement,
then the Utility Board shall have all of the rights and remedies provided at law and in equity, except
that in no event shall the Utility Board be relieved of its obligation specified in Section 14, The
delivery of available Energy and Ancillary Services as provided in this Power Sales Agreement
shall be a ministerial duty of the Corporation.
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Section 16: Reserved.
Section 17: Payment Due Dates and Delinquency.

(a) In the event that the Ulility Board [ails to make any payment at the time herein
specified, interest on such delinquent amount shall accrue at the rate of ten percent (10%) per
annum from the date such payment becomes due until paid in full and the Corporation may institule
a proceeding for a mandatory injunction requiring the payment of the amount due and interest
thereon, such action o be instituted in a court ol competent jurisdiction.

(b)  All payments required to be made by the Utility Board under the terms of this Power
Sales Agreement shall be due and payable within two Business Days following the date the
Corporation renders the bill. 1f the Utility Board at any time disputes the amount to be paid to the
Corporation, the Utility Board shall nevertheless timely make the disputed payment or payments,
but if it is subsequently determined by agreement or court decision that the disputed amount paid
by Utility Board should have been less, or more, the Corporation shall promptly revise the next
invoice amount in a manner that the Utility Board or the Corporation will recover such amount
due; provided, however, the Utility Board shall have no right of setoff, recoupment or counterclaim
apainst any payment under Section 14(a) or that part of the Annual Facility Costs which arc
altributable to payments to be made into the Debt Service Fund and the Reserve Fund, which are
unconditional.

(c) Should a dispute as between the 1tility Board and the Corporation arise as to
whether the Corporation is in compliance with its covenants as contained herein, the Utility Board
shall nevertheless be obligated (1) to make the payments provided by paragraph (a) of Section 14
hereof and (2) to pay such amount of the Annual Facility Costs.

Section 18: Power Sales Contracts. The Corporation may provide Energy and Ancillary
Services and services pursuant to a power sales contract, upon such terms as may be approved by
the governing body of the Corporation and, except as provided by Section 12(a), the Utility Board.

Section 19: Continuation of Services. The Utility Board shall have the right to the
continued performance of services provided under the provisions of this Power Sales Agreement
for the useful life of the Facility by giving written notice to the Corporation at least 5 years prior
to the scheduled termination of this Power Sales Agreement (as specified in Section 1) provided
that if such termination is occasioncd by making provision for the payment of the Debis of the
Corporation, the notice may be given within 90 days of such provision being made. The Utility
Board shall be obligated to continue paying the Annual Facility Costs until this Power Salcs
Agreement is terminated in accordance with its terms.

Section 20: Utility Board Not to Sell the System. The Ulilily Board covenanls thal
during the term of this Power Sales Agreement (or the extensions thereof) it will (i) remain in
control of the System; and (ii) not scll or otherwise dispose of the System in whole or substantially
as a whole to any entity other than an assignee under Section 21 of this Power Sales Agreement
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and, in the case of such an assignee, only with the written consent ol the Corporation and the
Indenture Trustee.

Section 21: Assignment of Rights of the Utility Board. The Utility Board may assign
any its rights under this Power Sales Agreement to another entity, if permitted by applicable law,
but no sale or other disposition shall relicve the Utility Board of its obligations under this Power
Sales Agreement so long as any Obligations are outstanding.

Section 22: Tax Matters; Securities Disclosure.

() The Utility Board acknowledges that it is the intention of (i) the Corporation to
utilize, to the maximum extent possible, the proceeds of Obligations the interest on which is
excluded rom gross income for Federal income tax purposes (“Tax-Exempt Obligations™) under
Section 103 of the Internal Revenue Code of 1986, as amended (the “Code™), lo [inance the cosls
of the Facility, and (ii) the Utility Board to ecnable the Corporation to issue Obligations that are
Tax-Exempt Obligations. Aliernatively, and to the extent provided lor under federal legislation
and available with respect to the Facility, the Corporation may issue other tax-advantaged
obligations to linance the cosls of any Project, such as, but not limited to, qualificd tax credit bonds
under Section 54A or similar successor provisions of the Code and/or Build America Bonds under
Scction 54AA or similar successor provisions of the Code (collectively with Tax-Exempt
Obligations, *'l'ax-Advantaged Obligations™). The Utility Board acknowledges that al any time
that the Corporation issues Tax-Advantaged Obligations, the Utility Board must expect to own
and not expect to sell or otherwise dispose ol or change the use of its rights to output of the Facility
prior to the final maturity date of the respective Tax-Advantaged Obligations.

(b} The Utility Board acknowledges that output contracts with nongovernmental
persons for the purchase of electricity produced by a generating [acility [inanced with Tax-
Advantaged Obligations may result in private business use of such generating facilities, that
contracts with nongovernmental persons for transmission and distribution services financed with
Tax-Advantaged Obligations may result in private business use of such transmission and
distribution facilitics and that only a limited amount of private business use is permitted under the
Federal income tax laws addressing Tax-Exempt Obligations and certain other Tax-Advanlaged
Obligations.

(¢)  The Utility Board hereby represents, warrants and covenants that, notwithstanding
any other provisions of this Power Sales Agreement, it will take all actions necessary to enable the
Corporation Lo issue Obligations as Tax-Advantaged Obligations to finance the Projects for the
Facility in accordance with the terms hereof.

(d) The Utility Board represents, warrants and covenants that it will not take any action
(including but not limited to entering into outpul contracts), or fail to take any action, that would
adversely affect the tax advantaged status of any T'ax-Advantaged Obligations. The Utility Board
represents, warrants and covenants that its interest in the Facility will be used for the governmental
purpose of the Utility Board. In addition, the Utility Board represents, warrants and covenants
that, to the extent applicable, it will take no action or fail to take any action which action or failure
would cause the Tax-Advantaged Obligations issued by the Corporation o become privale activity
bonds, including qualified 501(c)(3) bonds, and it will not dispose of or change the use of its



System unless an opinion of nationally recognized bond counsel acceptable to the Corporation is
received stating that such action will not have an adverse effeet on the tax advantaged status of
Obligations issued as Tax-Advantaged Obligations.

()  The Ulility Board represents, warranls and covenants that it will cstablish
reasonable procedures to ensure that no action is taken by it that would cause any Obligations
issued as Tax-Advantaged Obligations to meel, lo the extent applicable, the private business use
test or the private loan test of Section 141 of the Code and to ensure continued qualification of the
Obligations issued as Tax-Advantaged Obligalions.

(£ The Utility Board agrees to assist and to cooperate with the Corporation regarding
any matters to the extenl needed lo maintain the lax status ol Obligations issued as Tax-
Advantaged Obligations, including but not limited to (i) delivering, prior to issuance of any Tax-
Advantaged Obligations, executed certilicates relaling (o the tax requirements applicable lo Tax-
Advantaged Obligations, and (ii) providing to the Corporation periodic reports after the issuance
of any Tax-Exempt Obligations conflirming compliance with the requirements necessary to
maintain the tax status of Obligations issued as Tax-Advantaged Obligations.

(g) (i) In order to facilitate the marketing of Obligations secured by this Power
Sales Agreement and to assist the underwriter(s) thereof in complying with their obligations under
Rule 15¢2-12 of the Securities Exchange Act of 1934, as amended [rom time to time (the “Rule™),
the Corporation shall designate the Utility Board to be an “obligated person™ within the meaning
of the Rule and the Utility Board, annually, no later than October | of each year and to the extent
required for the Corporation to comply with its undertakings made pursuant to such Rule, (i)
information updating the linancial and operating data respecting the Utility Board and the System,
which data was presented or included by specific reference in an official statement or other
comparable document of the Corporation prepared in connection with the offering of its
Obligations, and (ii) the Utility Board’s audited financial statements relating to the System, when
they become publicly available, and prepared in accordance with generally accepled governmental
accounting standards or otherwise as required by law.

(h) In addition, the Utility Board agrees to take such actions and sign such
certificates as are deemed necessary by the Corporation to successfully market any Obligations
secured by this Power Sales Agreement.

Section 23: Force Majeure.

(a)  If for any reason of “force majeure” any of the parties hereto shall be rendered
unable wholly or in part, to carry out its obligations under this Power Sales Agreement, other than
the obligation of the Utility Board to make the payments required under the terms of this Power
Sales Agreement, then if such party shall give notice and the full particulars of such reasons in
writing to the other party within a reasonable time after the occurrence of the event or cause celled
on; the obligation of the party giving such notice so far as it is affected by such “force majeure,”
shall be suspended during the continuance of the inability then claimed, but {or no longer period,
and such party shall endeavor to remove or overcome such inability with all reasonable dispatch.
The term “force majeure” as employed herein shall mean acts of God, strikes, lockouts, or other
industrial disturbances, acts of the public enemy, orders or actions of any kind of the Government
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of the United States or of the State of Texas or any civil or military authority, insurrections, riots,
epidemics, landslides, lightning, earthquakes, fires, hurricanes, floods, washouts, droughts, arrests,
restraints of government and people, civil disturbances, breakage or accident to dams, machinery,
pipclines, or canals or other structures or machinery, on account ol any other cause not reasonably
within the control of the party claiming such inability. It is understood and agreed that the
scttlement of strikes and lockouts shall be entirely within the discretion of the party having the
dilTiculty, and that the above requirement that any “force majeure” shall be remedied with all
reasonable dispatch shall not require the settlement of strikes and lockouts by acceding to the
demand of the opposing parlics when such selllement is unlavorable o il in the judgment ol the
party having the difficulty.

(b)  Nodamage shall be recoverable from the Corporation or the Utility Board by reason
of the causes above mentioned,

Section 24: Insurance.

(a) The Corporation shall maintain, or cause to be maintained in force for the benefit
of the Corporation, such insurance with respect to the I'acility as shall be reasonably available and
as is usually carried by municipal electric utilities construcling and operaling generating and
transmission facilities but, in the case of nuclear generating facilities, not less than will satisfy the
requirements of federal and state law and such other insurance as is usually carried by municipal
clectric utilities owning like properties. Provided, however, in any evenl, the Corporation shall
maintain, or cause to be maintained, in force, insurance in such amounts and against such risks as
required by the Indenture.

(b)  'The Corporation will secure and maintain adequate fidelity insurance or bonds on
all officers and employees handling or responsible for funds of the Corporation.

Section 25: Reports. The Corporation will prepare and issue to the Utility Board the
following reports for each fiscal year: (i) financial and operating statement relating to the Facility;
(ii) status of construction for cach [acilily conslituting the Facility during construction; and
(iii) analysis of operations relating to the Facility.

Section 26: Records and Accounts. The Corporation will keep accurate records and
accounts ol the Facilily and ol the transactions relating to each facility constituting the Facility as
well as of the operations of the Corporation in accordance with the requirements of the Indenture.
Within one hundred cighty (180) days aller close ol each Contract Year, the Corporation shall
cause such records and accounts and all transactions of the Corporation relating to the I‘acility with
respect to such Contract Year to be subject to an annual audit by an independent certiticd public
accountant. A copy of each such annual audit shall be sent by the Corporation to the Utility Board.

Section 27: Access. The Utility Board shall at all times have reasonable access to examine
any and all books and records ol the Corporation and to examine any part ol the Facility. The
Corporation and the Utility Board will give the other the right to enter the premises of the ather at
all rcasonable times [or the purpose of repairing or removing [acilities, recading meters and
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performing work incidental to delivery and receipt of Energy and Ancillary Services furnished
hereunder.

Section 28: Governmental Rates, Regulations and Laws. The Contract shall be subject
to all valid rales, regulations and laws applicable therelo, as promulgated by the United States ol
America, the State of Texas, or any other governmental body or agency having lawful jurisdiction
or any authorized representative or agency ol any of them.

Section 29: Third-Party Beneficiaries. Each of the Indenture Trustee, and the Owners
of’ Obligations issucd under the Indenture are third party beneficiaries of this Power Sales
Agreement and shall be entitled to seek enforcement of the terms of this Power Sales Agreement,
in accordance with the terms of the Indenture, upon the occurrence and during an Event of Default
under the Indenture.

Section 30: Reserved.

Section 31: Notices. Any notice, request, demand, statement, invoice or bill provided for
in this Power Sales Agreement shall be in writing and shall be considered to have heen duly
delivered when sent by registered or certified mail, addressed as follows, unless another address
has been designaled, in writing, by the party entitled to receive same:

Corporation: | | Utility Board:

Altention: Executive Director -

Section 32: Severability. The parties hereto agree that if any of the provisions of this
Power Sales Agreement should contravene or be held invalid under the laws of the Statc of Texas,
such contravention or invalidity shall not invalidate the whole Contract but it shall be construed as

though not containing that particular provision, and the rights and obligations of the partics shall
be construed and in force accordingly.
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IN WITNESS WHERIIOF, the parties hereto have caused this Power Sales Agreement Lo
be executed in their corporate names and their corporale seals allixed, all by the proper officer
duly authorized thereunto, as of the day and year first hereinabove written.

KERRVILLE PUBLIC UTILITY BOARD

By:
Name:
Title:

KERRVILLE PUBLIC UTILITY BOARD
PUBLIC FACILITY CORPORATION

By:_
Name:
Title:
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EXHIBIT A

POINTS OF DELIVERY

&

‘Point of Delivery” shall be the Resource Node assigned to the Facility by ERCOT -
# through its protocols and other binding documents for pricing purposes
in the ERCOT market. For avoidance of doubt, this is the high side of the generator step-up

transformer.
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EXHIBIT B

OPERATING PROCEDURES!

LNTI - To be added.
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EXHIBIT C
RATES AND CHARGES

[ The rates to be charped by the Corporation for Energy and Ancillary Services furnished
to the Utility Board shall be invoiced on the first Business Day ol each calendar month and shall
consist of the following line items:

e lixed Annual Facility Costs consisting of Annual Facility Costs
identified in the Annual Facility Budget for such calendar month;

e Variable l'vel Expenses consisting of operating expenses of the
Corporation [or [ucl necessary to operate the Facility in accordance
with the Required Operating Procedures.

s Qther Variable Expenses consisting of operatling cxpenses of the
Corporation other than fuel necessary to operate the Facility in
accordance with the Required Operating Procedures. ]
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SCIIEDULE 1
Project Description: The generation project contemplated is a new simple cycle natural pas
eaking facility with a nominal generating capacity of 122 MW to be located at i
. The facility will utilize fast start natural gas-fired reciprocalng
mternal combustion engines capable of reaching full load in less than 10 minutes. The facility is
projected to reach commercial operation on or around June 1, 2027.
Approved Obligations to be issued in connection with Facility:

[Insert Series 2025A Supplement and Series 2025B Supplement tenms for Bonds and TEF Loan
Agreement.]
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Exhibit D

Form of Credit Agreement



DRAIT

CREDIT AGREEMENT
daled as of [e], 2025
amaoung

KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY CORPORATION
as Borrower,

PUBLIC UTILITY COMMISSION OF TEXAS,
as Lender

$[®] Loan Facility
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This CREDIT AGREEMENT, dated as of [], 2025 (this “Agrcement™), is entered
into among KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY
CORPORATION, a public facility corporation created pursuant to Chapter 303 of the Texas
Local Government Code, by the City of Kerrville, I'exas (the “Borrower™), [#], and the PUBLIC
UTILITY COMMISSION OF TEXAS (the “Lender” and together with the Borrower the
“Parties™).

A, Pursuant o Senate Bill 2627 - the Powering Texas Forward Act (the “TEF
Act”)- the PUCT was directed by the Texas Legislature to administer the Texas Energy Fund
("ILE”) to provide grants and loans Lo [inance the construction, maintenance, modernization, and
operation of electric facilities in Texas through four diflerent programs, one of which is In-ERCOT
Generation Loan Program.

1. Under the ITn-ERCO'I" Generation Loan Program, the PUCT, in its capacily,
as l.ender, is authorized to provide low-interest loans to qualifying companics for [the construction
of new dispatchable electric generating facilities in the CRCOT power region] /[the expansion of
existing facilitics providing power to the ERCOT power region].

C. PUCT adopted 16 Texas Administrative Code §25.510 (the “Rules™) to
eslablish the application process, project eligibility requirements, evaluation criteria, and loan
terms for the In-ERCOT Generation Loan Program.

. The Borrower is developing a new simple cycle natural gas peaking facility
with a nominal generating capacity of 122 MW in [ ] (the “Projeet”) for the benelil of the City
of Kerrville, Texas’s electric distribution system (the “System™).

E. The Borrower is a municipally owned utility and is authorized by law to
construct, maintain, or finance the Project and may borrow money from the TEF under the ‘I'exas
Administrative Code.

E. The Borrower will repay the loan with funds obtained from revenues of the
System obtained by the Borrower in consideration for electric output of the Facility pursuant to
the terms of that certain Power Sales Agreement, dated as of the date hereof (the “Power Sales
Agreement”), by and between the Borrower and the Kerrville Public Utility Board (the *Utility
Board™), the Board of Trustecs cstablished by the City to manage and operate its System pursuant
to Chapter 552 of the Texas l.ocal Government Code.

E. The Utility Board submitted on behalf of the Borrower an application to the
In-ERCOT Generation Loan Program on July 26, 2024, and TEF approved Borrower’s application
on | =], 2025.

I\ In order to finance a portion of the Eligible Project Costs of the Project,
Borrower has requested Lender to extend, and Lender has agreed to extend, on the terms and
conditions set forth in this Agrcement and the other Credit Documents, a term loan credit facility
to Borrower funded through the In-ERCOT Generation Loan Program, as more [ully described
hercin.

AGREEMENT
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In consideration of the agreements herein and in the other Credit Documents and in reliance upon
the representations and warrantics set forth herein and thercin, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Definitions. Except as otherwise expressly provided herein, capitalized terms used
in this Agreement (including its exhibits and schedules) shall have the meanings given to such
terms in Exhibit A,

1.2 RULES OF INTERPRETATION. Excepl as olherwise expressly provided hergin or
therein, the rules of interpretation set forth in Lixhibit A shall apply to this Apreement.

ARTICLE 2
THE CREDIT FACILITY

2.1 Facimy.
2.1.1  Availability.

(a)  Subject to the terms and conditions set forth in this Agreement and
in reliance upon the representations and warranties ol Borrower sel [orth herein, Lender agrees o
advance to Borrower from time to time during the Availability Period such loans as Borrower may
an aggregate principal amount which, when added to the aggregate principal amount of all prior
Loans madc by Lender under this Agrecment, docs not execed the Commitment.

(b)  Amounts prepaid or repaid in respect of l.oans may not be
reborrowed.

2.1.2 Notice of Borrowing.

(a) Borrower shall request Loans by delivering to Administrative Agent
and the Lender, through the Lender’s “*GovConnect”™ online portal, a Notice of Borrowing, which
contains or specifies, among other things:

(i) the apgrepate principal amount of the requested Loan, which
shall be in the minimum amount of $[100,000], or, if the remaining Commitment is less than
$1100,000], such remaining amount;

(i)  the Requested [.oan Date (which shall be a Business Day);

(iii)  the deliverables required pursuant to Scction 3.2; and

(iv)  acertification by Borrower that, as of the date such requested
Loan is proposed to be made, the Loan proposcd to be made on such date, when added together
with all other l.oans made under this Agreement, does not exceed the then undisbursed
Commitment.
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(b) Borrower shall request no more than two Loan per month. Borrower
shall give each Notice of Borrowing to Administrative Apent so as to provide not less than the
Minimum Notice Period. Any Notice of Borrowing may be modilied or revoked by Borrower
through the Business Day prior to the Minimum Notice Period, and shall thereafter be irrevocable.

(c) The procecds of all Loans shall be deposited into the Construclion
Fund established under the Indenture; provided, however, that the proceeds of any l.oans made on
the Closing Date shall be applied in accordance with the Flow of Funds Memorandum.

2.1.3  Inferesi.

(a) Interest Rate. Borrower shall pay interest on the unpaid principal
amount of cach Loan from the date of Borrowing ol such Loan until the maturily or prepayment
thereol al a rate per annum equal to three percent (3%) (the “Interest Rate™).

(b)  Payment Datcs.

(i) Interest on each [Loan shall accrue from the date of each l.oan
and shall be payable, without duplication:

(A)  on the Final Maturity Date;

(B)  on the date of any payment or prepayment, in whole
or in part, of principal outstanding on any Loan, on the principal amount so paid or prepaid; and

(C) on each Payment Date beginning with the first
Payment Date occurring after the Closing Dateon | |, 2027;

(ii) All interest shall be caleulated in accordance with the lerms
of the Bonds delivered in connection with each l.oan on each Requested I.oan Date, as set forth in
the Series 20258 Supplement.

2.1.4  Scheduled Principal Amortizafion. On each Principal Repayment Date,
Borrower shall repay to Lender, the aggrepate unpaid principal amount of the Loan made by
Lender in installments in accordance with the Mandatory Amortization Schedule for the Bonds
delivered in connection with each l.oan on each Requested 1.0an Date.

2.1.5 Loan Funding.

(a) Notice. Fach Notice of Borrowing, shall be delivered to
Administrative Apent in accordance with Scction 2.1.2.

(b) Account. No later than [3:00 p.m. Austin, Texas time] on the date
specified in each Notice of Borrowing, if the applicable conditions precedent listed in Section 3.2
have been satisficd or waived by Lender in accordance with the terms thereol, Lender shall make
available the T.oan requested in such Notice of Borrowing in Dollars and in immediately available
funds, and shall deposit or cause to be deposited the proceeds of any such Loans into the
Construction Fund (other than with respect to l.oans made on the Closing Date, the proceeds of
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which shall be applicd in accordance with the Flow of Funds Memorandum, and as otherwise
permitted under this Agreement).

2.1.6 Prepayments.
(a)  ‘Terms of All Prepayments.

(i) Upon the prepayment of any Loan, Borrower shall pay to
Lender (A) all accrued interest to the date of such prepayment on the amount of such Loan prepaid,
(B) all accrued fees to the date of such prepayment relating to the amount of such Loan being
prepaid.

(i)  All Optional Prepayments shall be applicd, to prepay
outstanding Loans or to reduce the remaining payments ol Loans rcquired under Section 2.1.4 to
scheduled principal payments, as seleeted at the discretion of the Borrower, together with (x)
accrued but unpaid interest payable in connection with such prepayment.

(b)  Optional Prepayments.

() Borrower may, at its option and without premium or penalty,
upon [five] Business Days’ notice to Administrative Agent (which notice may state that it is
conditioned upon the ellectivencss of another credit facility or facilitics or other agreement(s)
providing the source of funds for such Optional Prepayment, in which case such nolice may be
revoked by Borrower by providing written notice to Adminisirative Agent at least the Minimum
Notice Period prior to the proposed date of the Optional Prepayment if one or more of such
conditions is not satisficd), prepay any l.oans in whole or [rom time to time in part in minimum
amounts of $[1,000,000] or an incremental multiple of ${100,000] in excess thercol (cach, an
“Optional Prepayment™).

(i)  Optional Prcpayments of the Facility may nol be re-
borrowed.

2.1.7 Re-Borrowing. Borrower may not re-borrow the principal amount ol any
Loan repaid or prepaid pursuant hereto.

2:2 Commitment.

2.2.1  Commitment Amount. Notwithstanding anything that may be construed to
the contrary in this Agrcement, the aggregate principal amount of all Loans made by the Lender
shall not exceed, in each case as such amount may be reduced by Borrower pursuant to
Section 2.2.2, $[#] (such amount, as it may be reduced from time fo time, the “*Commitment™), as
such amount may be reduced by Borrower pursuant to Section 2.2.2.

2.2.2  Reductions and Cancellations.

(2) Borrower may at any time and from time Lo time by providing notice
to Administrative Agent not less than the Minimum Notice Period permanently reduce (without
premium or penalty) the Commitment by a minimum amount ol $[1,000,000] (or, if less, the
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remaining Commitment) or cancel (without premium or penally) in its entirety the Commitment,
subject to the provisions of Scction 2.2.2(c). Borrower may not reduce or cancel the Commitment
if:

(i) with respect to the Commitment, after giving effect to such
reduction or canccllation, the aggregate principal amount of all Loans then outstanding would
exceed the Commitment;

(ii)  with respect to the Commitment, after giving cffeet to such
reduction or cancellation, the Available Construction Funds would not equal or exceed the
aggregate unpaid amount required to cause the Commercial Operation Date to occur by the
Commercial Operation Longstop Date and to cause the Project Completion Date to occur by the
Project Completion longstop Date and to pay the Remaining Costs along with a reasonable
contingency (as rcasonably determined by l.ender), as certificd by an authorized officer of
Borrower in a certificate delivered to Administrative Agent and verified by the Independent
Engineer;

(iif)  such reduction or cancellation could reasonably be expected
to cause a Default or Lvent of Default; or

(b) Once reduced or canceled, the Comimitment may nol be increased
or reinstated.

(c) Borrower shall notify Administrative Agent and Lender in wriling
of any clection to terminate or reduce Commitments at least [three] Business Days prior to the
effective date of such termination or reduction, specifying such election and the effective date
thereof. Cach notice delivered by Borrower pursuant to this clause (c) shall be irrevocable;
provided that a notice of termination of Commitments delivered by Borrower may state that such
notice is conditioned upon the elfectiveness of other credit facilities, in which case such nolice
may be revoked by Borrower (by notice to Administrative Agenl on or prior to the specified
effective date) if such condition is not satislied.

2.3 OTHER PAYMENT TERMS.
231  Place and Manner.

(a) Borrower shall make all payments on the Loan due to Lender in
accordance with the terms of the Norrower’s Bonds delivered on each Requested 1.oan Date. Any
other payments due to the Lender under the terms of this Agreement shall be paid free and clear
without sctolT or counterclaim of any kind to the account denominated:

Rank Name: | ]
ABA/Swil/Routing No.: [e]
Account No.: [e]

Attention: [e]

Reference: [e]

or such other account as Lender shall nolify Borrower from time to time, in Dollars and in
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immediately available funds not later than [11:00 a.m. Austin, Texas time] on the date on which
such payment is due. Any payment made after such time on any day shall be deemed received on
the Business Day after such payment is received.

(b) Whenever any payment due hereunder shall fall due on a day other
than a Business Day, such payment shall bc made on the next succeeding Business Day (unless
such Business Day falls in the next succeeding calendar month, in which casc such payment shall
be made on the immediately preceding Business Day)(other than the Final Maturity Date, on which
date all outstanding Obligations shall be due and payablc) and, in the case of any payment accruing
intcrest, interest thercon shall be payable for the period of such cxtension.

232 Default Interest. Notwithstanding anything to the contrary herein, upon the
occurrence and during the continuation of any Event of Default, the overdue outstanding principal
amount of all Loans and, to the extent permitted by applicable Legal Requircments, any accrucd
and overdue but unpaid interest payments thercon and any accrued and overdue but unpaid fees,
and other overdue amounts hereunder, shall thereafter bear interest at the Delault Rate (as delined
in the Series 2025B Supplement).

2.4 No LIABRILITY.

2.4.1 Lender shall have no liability for any action taken or omitted Lo be taken or
for any loss or injury resulting [rom its actions or inaction or its performance or lack of
performance of any of ils other obligations hercunder unless and solely to the extent such liability
arises from the gross negligence or willful misconduct of Lender as determined by a court of
competent jurisdiction in a final, Non-Appealable judgment. Tn no cvent shall Lender, and Lender
shall be exempt from liability in accordance with Section 11.12, in each casc: (a) for acting in
accordance with, or relying upon, any entitlement order, instruction, notice, demand, certificate or
document from Borrower or any entity acting on behalf of Borrower or (b) for any indirect,
conscquential, punitive or special damages, regardless of the form of action and whether or not
any such damages were foreseeable or contemplated.

2.4.2 Notwithstanding anything contained in this Agreement to the contrary,
Lender shall not incur any liability to Borrower, any Affiliate thereof or to any other Person for
not performing any act or fulfilling any duty, obligation or responsibility hereunder or under any
other Credit Document by reason of any Lender Force Majeure LEvent; it being understood that
Tender, shall resume performance hereunder as soon as reasonably practicable as the ctfects of
such Lender Force Majeure Evenl ceasc to prevent or otherwise hinder Lender, from performing
hereundcr or thereunder.

2.5 NoO APPROVAL OF WORK. The making of any Loan shall not be deemed an
approval or acceptance by any Person ol any work, labor, supplics, materials or equipment
furnished or supplicd with respect Lo the Project.

2.6  DETERMINATION OF LOAN AMOUNT. As of any datc of any requested Loan, after
giving effect to the request I.oan, based on the aggregate outstanding principal amount of all Loans
made to (including, for the avoidance of doubt, the principal amount of the requested Loan), the
Loan-to-Project Cost Ratio shall not exceed the Maximum Loan-to-Project Cost Ratio.
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ARTICLE 3 CONDITIONS PRIICEDENT

3.1  CoNDITIONS PRECEDENT TO THE CLOSING DAtk The effcctiveness of this
Agreement and the occurrence of the Closing Datc are subject to the reecipt by Administrative
Agent of each of the following documents and/or the satisfaction of the conditions precedent set
forth below (as the context requires), each of which shall be satisfactory in form and substance to
Lender (unless waived by Lender):

3.1.1  Resolutions. Dclivery of a copy of the Autharizing Resolutions certified by
a Responsible Officer of Borrower pursuant to Scetion 3.1.6(b), as being in full force and effect
on the Closing Date.

3.1.2  Incumbency. Delivery of a certilicate from the Borrower and the Utility
Board signed by the appropriate authorized officer or manager of Borrower, as applicable, and
dated as of the Closing Date, as to the incumbency of the natural Persons authorized to execute
and deliver the Credit Documents to which Borrower entered into on or prior to the Closing Date
and any instruments or agreements required thereunder, certified by a Responsible Officer of
Borrower pursuant to Section 3.1.6(h).

3.1.3  Formation Documents. Delivery of (a)a copy of the articles of
incorporation, certificate of incorporation, certificate of formation, charter or other state certified
constituent documents of the Borrower, certificd by the Secretary ol State of Texas, and (b) a copy
of the bylaws of the Borrower, certificd by a Responsible Officer of the Borrower as being true,
correct and complete on the Closing Date pursuant lo Section 3.1.6(b).

3.1.4  Good Standing Ceriificate. Delivery of a good standing certificatc in a form
customarily issued by the Texas Secretary of State, dated a date reasonably recent prior to the
Closing Date, certified by a Responsible Officer of such Borrower as being true, correet and
complete on the Closing Date pursuant to Section 3.1.6(b).

3.1.5 Credit Documents and Projeci Documents. Declivery of (a)executed
counterparts to this Agreement and each other Credit Document to be executed by Borrower on or
prior to the Closing Date, (b) at or prior to the Closing Dale, a true, correct and complete copy of
cach Major Project Document (together with any supplements or amendments thereto) and each
Consent in respect of each Major Project Document (other than the Interconnection Agreements)
(other than Major Project Documents or Consents expressly contemplated herein to be exceuted
and delivered aficr closing), and (c) a certificate from a Responsible Officer of Borrower certifying
that cach such Major Project Document and each such Consent previously delivered to the
Administrative Agent is true, complete and correct and, to the Knowledge of such person, is in full
force and clfect on the Closing Date (which certificate shall be delivered pursuant to
Section 3.1.6(a)).

3.1.6 Certificates.
(a) Delivery of a certificale, dated as of the Closing Date, duly exccuted

by a Responsible Officer of Borrower, certifying as to the matters set forth in Scelions 3.1.5,
3.1.12, 3.1.14, and 3.1.15 as specificd therein.
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(b) Delivery of a certificate, dated as of the Closing Date, duly cxccuted
by a Responsible Officer of Borrower certifying as to the matters set forth in Scctions 3.1.1, 3.1.2,
3.1.3, and 3.1.4 as specified thercin.

3.1.7 Legal Opinions. Delivery Lo Lender of legal opinions of counsel listed on
Exhibit M,.

3.1.8 Certificate of Insurance Consultant. Delivery of a certificate of the
Tnsurance Consultant dated as of the Closing Date, with the Tnsurance Consultant Report attached
thereto.

3.1.9 insurance. Insurance complying with terms and conditions set forth in
Exhibit G shall be in [ull force and effect and Administrative Agent shall have reccived (a) a
certificate [rom Borrower’s insurance broker(s), dated as of the Closing Date, (i) identilying
underwriters, type of insurance, insurance limits and policy terms, (ii) listing the endorsements
required as set forth in Exhibit G, (iii) deseribing the insurance oblained and (iv) stating that such
insurance is in full force and cffect and that all premiums then due thereon have been paid and/or
confirming that such premiums are included in the Ilow of Funds Memorandum and that, in the
opinion of such broker(s), such insurance complies with the terms and conditions sct forth in
Exhibit G, and (b) copies of all policics cvidencing such insurance, if available on the Closing
Date, or a binder, commitment or certificates signed by the insurer or a broker authorized to bind
the insurer.

3.1.10 Reporis of the Consultants. Delivery of (a) the Tndependent Lngineer
Report, together with use of work product agreements permilling Lender to rely on such
Independent Engineer Report and (b) the Insurance Consultant Report.

3.1.11 Environmenial Assessment. Delivery to Administrative Agent ol an
Environmental Assessment (dated no earlier than 240 days prior to the Closing Dalc), along with
a corresponding rcliance letter from the consultant issuing such Environmental Assessmenl, in a
form and substance reasonably satisfactory to Administrative Agent, permitting the Lender to rely
on such Environmental Assessment.

3.1.12 Financial Statements. [Delivery ol an accurate and complete copy of (a) the
audited annual financial statements of the Utility Board for the year ended |December 31, 2024]
and (b) the unaudited quarterly financial statements of Ulility Board for the quarter ended March
31, 2025, together with a certificate from a Responsible Officer thereof, dated as of the Closing
Date, pursuant to Section 3.1.6(a).]

3.1.13 Compliance with Flood Laws. | With respect Lo the Site and the Fasements,
the [ollowing:

() A completed “lifc of loan” Federal Emecrgency Management
Agency Standard I'lond Hazard Determination;

(b)  If any improvement to the Site is located in a special flood hazard
area, a nolification thereof to Borrower from Administrative Agent (the “Borrower Flood Notice™),
and (if applicable) the Borrower lood Notice shall contain a notification to Borrower that flood
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insurance coverage under the National Flood Insurance Program (“NFIIP) is not availablc because
the community does not participate in the NFIP;

(c) Documentation evidencing Borrower’s receipt of the Borrower
Flood Notice (c.g., countersigned Borrower Flood Notice, return receipt of certified U.S. Mail, or
overnight delivery); and

If'the Borrower Flood Notice is required Lo be given and flood insurance is available
in the community in which the Site is located, a copy of one of the following: (he flood insurance
policy, Borrower’s application for a flood insurance policy plus proof of premium payment or
inclusion of such premium payment in the Flow of Funds Memorandum, a declaration page
conlirming that flood insurancc has been provided as a separate policy or within the property
insurance program for the Project, or such other evidence of flood insurance satistactory to Lender.
To the extent that any improvement (o the Site is located in a special [lood hazard area, such flood
insurance arranged by Borrower shall be in an amount at Ieast equivalent to the amount available
under the NFIP.]

3.1.14 Representations and Warranties. Lach representation and warranty of the
Borrower, under the Credit Documents to which it is a party shall be true and correct in all material
respeets as of the Closing Date (excepl for any representations and warranties qualified by
materiality or Material Adverse Effect in which casc such representations and warranties shall be
true and correct in all respects), except to the extent that such representations and warranties are
stated to be as of a specific date, in which case they shall be true and correct as of such date, as
certified by a Responsible Officer of Borrower pursuant to Section 3.1.6(a).

3.1.15 No Default. No Event of Default or Default shall have occurred and be
continuing as of the Closing Dale, as certified by a Responsible Officer of Borrower pursuant to
Section 3.1.6(a).

3.1.16 Applicable Permiis.

(a) Delivery of a copy ol each Applicable Permit sct forth on Exhibit
L-1(a).

(b)  The Applicable Permits set [orth on Exhibit I'-1(a) (i) have been
duly and timely obtained, (ii) are in full force and effect, (iii) are Non-Appealable, (iv) are held in
the name of Borrower or the Project, and (v) are not subject Lo any Unsatisfied Condition. The
Applicable Permils shall not be subject to any restriction, condition, limitation or other provision
that could reasonably be expected Lo result in the Project being constructed or operated in a manner
inconsistent with the Base Case Financial Model other than any inconsistency that could
reasonably be expected to result (x) in gains to Borrower or (y) in losses, costs or expenses to
Borrower that are not malerial. There are no facts, conditions, or circumstances that could
reasonably be expected to prevent, materially delay, or cause materially adverse or restrictive
conditions to be included in the issuance of the Future Permits sct forth on Exhibit E-1(b) that arc
not required to be oblained by the Closing Datc.

3.1.17 Construction Budgel and Project Schedule; Sources and Uses. Delivery of
(a) the Construction Budget, (b)the Project Schedule, and (c) a sources and uses of funds
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demonsirating that the Facility, together with the Open Market Bond Funding required to be
available prior to the delivery of the second Notice of Borrowing under the terms of this
Agreement, equal or exceed the antlicipated lotal Project Costs as set forth in the Base Case
Financial Model.

3.1.18 Base Case Financial Model. Delivery of:

(a) a certificate from a Responsible Officer of the Borrower, in form
and substance satisfactory to Lender, to the effect that (i) there are no changes to the Original Base
Case Financial Model and (ii) there arc no changes to the assumptions therein; or

(b)  an updated Base Case Financial Model (the “Closing Date Nase
Casc Financial Model™), accompanicd by (i) certificale from a Responsible Officer of the
Borrower that includes a written explanation from the Rorrower of all variances from the Original
Basec Casc Financial Model, (ii) a report [rom the Financial Advisor confirming (A) the
mathematical accuracy of the computations therein; () the consistency in all material respects of
the Closing Datc Basc Casc Financial Model with the Project Plans, (iii) that the underlying
assumptions are reasonable and are consistent in all material respects with the applicable
provisions of the Credit Documents and Legal Requirements, and (iv) that the Original Base Case
Financial Model demonstrates, on a projected basis, consistency with the financial covenant.

3.1.19 Absence of Litigation. Other than as disclosed on Exhibit E-4, there shall
not exist any legal action, suit, investigation, litigation or proceeding (including any Environmental
Claim) pending or threatened in writing in any court or before any arbitrator or Governmental
Authority against or related to the Project or Borrower or seeking to enjoin or impair the
consummation of the transactions consummated by the Operative Documenis,

3.1.20 Contractor Payment and Performance Bonds. Borrower shall deliver to the
Lender evidence of the Payment and Performance Bonds required under the Construction Contracl.

3.1.21 Flow of Funds Memorandum. Administrative Agent and Lender shall have
received a copy ol the Flow of Funds Memorandum and the Lender shall have approved the Flow
of I'unds Memorandum.

3.1.1 Pre-Closing Project Costs. AL least five (5) Business Days prior to the
Closing Date, Lender shall have received an executed certificate or other written verification
reasonable satisfaclory Lo the Lender [rom the Independent Engineer verifying that §[ ] has been
applied to the payment of Eligible Project Costs included in the Construction Budget prior to the
Closing Date.

J3.1.3  Escrow Account Deposit. |Borrower shall have made or shall have causcd
to be made on its behalf a deposit of the Escrow Funds in the Escrow Account.]

3.1.4  Delivery of Revenue Bonds. [Borrower shall have delivered on the Closing
Date the Borrower’s Bonds, authorized under the terms of the Series 20258 Supplement, in a
principal amount equal to the amount of the Loan required to fund the amounts sct forth in the
Flow of Funds Memorandum. The Bonds delivered pursuant to the Series 20258 Supplement shall
be secured by a subaccount of the Reserve Fund funded by a surety policy issucd by a surcty
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rcasonably acceptable to the Lender in an amount cqual to the average annual debt service
payments due on such Bonds determined based on the Amortization Schedule.]

3.2 CONDITIONS PRECEDENT TO EACH LOAN AFTER THE FIRST LOAN. The
obligation of Lender to make each Loan (each, a “Borrowing™) other than the [irst Loan, which
shall be made on the Closing Date to pay amounts set forth in the I'low of Funds Memorandum
approved by the Lender on the Closing Dale, is subject to the salislaction ol cach of the following
conditions (unless waived in accordance with Section 11.2):

3.2.1 Consiruction Reqguisition.

(a) At least [ten (10)] Business Days prior o such dale, Borrower shall
have provided to Lender, and Independent Engineer a Construction Requisition certified by a
Responsible Officer of Borrower, dated the date ol delivery ol such certificate, sciting forth the
date of the proposed Borrowing (the “Borrowing Date™) and completed to the reasonable
satisfaction of Lender, together with, (i) in the case of payments to be made under the Construction
and Equipment Contracts, copies of all documentation related to such payments required to be
provided by the relevant contractor to Borrower under the Construction and Equipment Contracts,
(ii) in the case of payments to be made to any other vendors or contractors, copies ol all
documentation related to such payments required to be provided by such Person to Borrower under
the relevant contract, and (iii) in the case ol payments o be made to the counterpartics pursuant to
the Interconnection Agreements, a schedule of payments or copies of other appropriate
documentation or matcrials rcasonably requested by Lender to enable it to substantiate the
withdrawals and transfers specified in such Construction Requisition and the other matters
described therein.

(b) Al lcast four (4) Business Days prior to the applicable Borrowing
Date, Administrative Agent shall have received Construction Requisition (including the attached
monthly progress report for the period in respect of which payments are being requested in the
applicable Construction Requisition), dated the date of delivery of such certilicale.

3.2.2 Application of Prior Loans, Other than in respect of any Loans made on the
Closing Dale, Borrower shall have delivered o Administralive Agent and the Independent
Engineer reasonably satisfactory evidence that amounts withdrawn from the Construction Fund
prior to the applicable Borrowing have been or will be applied to pay Eligible Project Costs.

323  Available Construction Funds. Borrower shall have certilied through
delivery of a Construction Requisition, acknowledged and confirmed by the Independent Engineer,
that the Available Construction Funds shall not be less than the aggregate unpaid amount reguired
to cause the Commercial Operation Date to occur in accordance with all Legal Requirements and
the Construction and Equipment Contracts prior to the Commercial Operation Longstop Date and
to cause the Project Completion Date to occur in accordance with all Legal Requirements and the
Construction and Equipment Contracts prior to the Project Completion 1.ongstop Date.

3.2.4 Applicable Permiis. All Applicable Permils set forth on Exhibit E-1(b)
required to have been obtained by Borrower by the date of such Borrowing (a) have been duly
obtained, (b) are in full force and ellect, (¢) arc Non-Appealable, (d) are held in the name of
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Borrower or the Projeet (as applicable) and () are not subject Lo any Unsatisfied Condition. The
Applicable Permits shall not be subject to any resiriction, condition, limitation or other provision
that could reasonably be cxpected to result in the Project being constructed or operated in a manner
inconsistent with the Base Case Financial Model other than any inconsistency that could
reasonably be expected Lo result in (i) gains to Borrower or (ii) losscs, costs or expenses to
Borrower that are not material. There are currently no facts, conditions, or circumstances that could
reasonably be expecled to prevent, materially delay, or cause malerially adverse or restrictive
conditions to be included in the issuance of the Future Permits set forth on Exhibit E-1(b) that arc
not required to have been obtained by the date of such Borrowing.

3.2.5 Notice of Borrowing. Administrative Agent shall have received a duly
completed Notice of Borrowing in accordance with Section 2.1.2.

3.2.6 Representations and Warranties. Each representation and warranty made
by Borrower in any of the Credit Documents shall be true and correct in all material respects
(except [or any representations and warranties qualified by materiality or Material Adverse Elfect
in which case such representations and warranties shall be true and correct in all respects) as if
made on such Borrowing Date, unless such representation or warranty expressly relates solely to
an earlier date (in which case such representation or warranty shall be true and correct in all
material respeets (cxeept for any representations and warranties qualified by materiality or
Material Adverse Effect in which casc such representations and warranties shall be true and correct
in all respects) as of such earlier date).

3.2.7 No Default. At the time of and immediately aller giving cffect to such
Borrowing, no Event of Default or Default shall have occurred and be continuing or will result
from such Borrowing.

3.2.8 No Material Adverse Effect. Since [®], no event or circumstance which has
had, or which could reasonably be expected to have, a Material Adverse Effect shall have occurred
and be conlinuing.

3.2.9 Open Market Bond Funding. Borrower shall have coniributed to the
Construction Fund the funding necessary to achieve the Maximum Loan-to-Project Cost Ratio as
of the date of Dorrowing.

3.2.10 Delivery of Revenue Bonds. Borrower shall have delivered on the applicable
Requested Loan Date one of the Borrower’s Bonds, authorized under the terms of the Series 20258
Supplement, in a principal amount equal to the amount of the Loan.

3.3 CoNnITION PRECEDENT TO COMMERCIAL OPERATION. The occurrence of the
Commercial Operation Datc shall be subject to the satisfaction of the following condition (unless
waived in writing by the Lender and in accordance with Section 11.2): The Project shall have
achieved Commercial Operation, as certified in writing by a Responsible Officer of Borrower in a
certificate in the form of Exhibit B-3 attached hereto and confirmed in a cerlificatc from the
Independent Engineer in the form of Exhibit B-4. Administrative Agent shall have received a copy
of the “|®]” delivered by Borrower under the Construction Contract and “[e]” delivered by
Borrower under the Equipment Contracts.
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34 CONDITIONS PRECEDENT TO PROJECT COMPLETION,

The occurrence ol the Project Completion Date shall be subject o the satisfaction
of the following conditions (unless waived in writing by Lender) and in accordance with Section
11.2):

34.1 Notice of Project Completion. Borrower shall have delivered a duly
cxeculed Notice of Project Completion to Administrative Agent at least | 10] Business Days prior
to the proposed Project Completion Date which specifies such proposed date (which shall be a
Business Day on or before the Project Completion Longstop Date).

34.2 Commercial Operation. The Commercial Operation Date shall have
occurred.

3.4.3 Acceptable Work; Project Cosis.

(a) All work on the Project has been completed other than work that has
been laken into consideration in establishing the Remaining Costs, All work previously done on
the Project funded with the proceeds of the l.oans has been done in all material respects in
accordance with the applicable Major Project Documents.

(b)  All Project Costs other than Remaining Costs shall have been paid
for or, in the casc ol the Remaining Costs, reserved for in the Construction Fund,

3.4.4 Insurance. All of the insurance required to be in place in respeet of the
Project under the Operative Documents (including with respeet to the operational phase of the
Project) shall be in [ull force and effect in accordance with the terms of this Agreement, and Lender
shall have received a certificate from Insurance Consultant, in substantially the form of Exhibit K.

345 Required Documentation. Administrative Agent shall have received on or
prior lo the Project Completion Date a copy ol each Major Project Document exceuted alter the
Closing Date (certified by a Responsible Officer of Dorrower that such Major Project Documents
previously delivered to Administrative Agent by Borrower are true, correct and in full force and
elfect) and any related Consent to the extent required pursuant to Section 5.13, in cach case if and
to the extent thal a copy thereof has not previously been delivered to Administrative Agent.

3.4.6 Regulatory Status. Lender shall have received satisfactory cvidence of
Borrower’s exemption from PUHCA pursuant to 42 U.S.C. § 16456 (2), (4) as an agency,
authority, or instrumentality of a political subdivision of the State of I'exas, all in compliance with
Section 5.19(d).

3.4.7 Praoject Completion Date Withdrawals.

(a) Administrative Agent shall have received, at lcast [10] Business
Days prior to the proposed Project Completion Date, Borrower’s reasonably detailed calculations
ol the amount of the Final Drawing and the payments and transfers to be applied pursuant Lo the
Eligible Project Costs, in cach case, in form and substance reasonably satisfactory to Lender.
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(b) On the Project Completion Date immediately prior to and as a
condition Lo the oceurrence of Project Completion, Borrower shall (x) draw Loans, up to the
remaining Commitment (such drawing, the “Final Drawing”) and/or (y) cause Open Market Bond
FFunding, up to the remaining unused Open Market Bond Funding, in an aggregate amount equal
to the sum of:

(i) the amount necessary to fund all of the withdrawals and
transfers necessary to pay any amounts owed Lo any Agent under the terms of this Agreement,
payment of which, for the avoidance ol doubt, shall be a condition to Project Completion;

(i)  less any funds rcmaining on deposil in the Construction
Fund.

Afler giving effect to the Final Drawing, any unused Commitment
shall be cancelled.

348 Applicable Permits.

(a) A copy of each Applicable Permit not previously delivered pursuant
to Section 3.1.16 on the Closing Datc and any modification of or reissuance of such Applicable
Permits previously delivered pursuant to Section 3.1.16 on the Closing Date (together, the “New
Permits™) having been delivered to the Administrative Agent.

(b)  All Applicable Permits set forth on Exhibit E-1(a) required Lo have
been obtained by Borrower by the Project Completion Date (i) have been duly and timely obtained,
(ii) are in full force and effeet, (iii) are Non-Appealable, (iv) are held in the name of Borrower or
the Project, and (v) are not subject to any Unsatisfied Condition the compliance with which could
reasonably be expected Lo result in a Material Adverse LEffect. The Applicable Permits shall not be
subject to any restriction, condition, limitation or other provision that could reasonably be expected
to result in the Project being constructed or operated in a manner inconsistent with the Base Case
Iinancial Model other than any inconsistency that could reasonably be expected to result in (x)
gains to Borrower or (y) losses, costs or expenses to Borrower that are not material. There arc no
facts, condilions, or circumstances that could reasonably be expected to prevent, materially delay,
or cause materially adverse or restrictive conditions to be included in the issuance of the Future
Permits set forth on Exhibit E-1(b) that are not required to have been oblained by the Project
Completion Date.

3.49 KERCOT. Borrower shall have no duc and unpaid material payment
abligations to ERCOT.

3.4.10 Casualty Event and Event of Eminent Domain. No Casualty Event, LEvent
of Eminent Domain or Title Event shall have occurred and not been resolved or corrected Lo the
extent that such Casualty Event, Event of Eminent Domain or Title Event could rcasonably be
expected to have an impact on the Project o' more than ${20,000,000] or prevent the Project from
operating in all material respects in a safe and reliable manncr or in accordance in all material
respects with the requirements of the Project Documents.

3.5.1  IFunds Management Agreement. The Escrow I'unds shall be maintained in
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accordance with the terms and conditions of the Funds Management Agreement. Pursuant to the
Funds Management Agrcement, the ‘I'rust Company shall (i) not invest the Escrow Iunds, (ii) have
no obligation with respect to the Escrow Account and the Escrow Funds deposited therein other
than as provided in Section 2.14 of the Funds Management Agreement, and (¢) disburse the Iscrow
Funds only upon receipt of a Letter of Instruction from the Lender in accordance with the
requircments of the l'unds Management Agreement.Borrower shall deliver to the Lender, with
copy lo the Administrative Agent, a Notice of Satisfaction signed by a Responsible Officer of the
Borrower within [five] Business Days ol the Resource Commissioning Date, and such Notice of
Satisfaction shall specify the [ollowing:

(a) the Resource Commissioning Datc;
(b) the Closing Date;

(c) if the Resource Commission Date occurs before the fourth anniversary
of the Closing Date, evidence demonstrating the Projeet achieved the Resource Commissioning
Date on order before the fourth anniversary of the Closing Date;

(d) if the Resource Commissiong Date occurs after the fourth anniversary,
but before the fifth anniversary of the Closing Date, (A) evidence demonstrating the Project
achieved the Resource Commissioning Date on order before the fifth anniversary of the Closing
Date, and (B) a detailed statement of the extenuating circumstances that causcd the delay in the
Resource Commissioning Date from occurring by the fourth anniversary of the Closing Date.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES

Borrower makes the following representations and warranties to and in favor of
each Agent and Lender as of the Closing Date (unless such representation and warranty expressly
relates solely to an earlicr date, in which case, such representation and warranty is made as of such
date) and, as of'the date of each Borrowing (both immediately before and immediately after giving
effect to the Loans, if any, being made on such date) (unless such representation and warranty
expressly relates solely to an earlier date, in which case, such representation and warranly is made
as of such date):

4.1 ORGANIZATION; OWNERSHIP OF SECURITIES.

4.1.1 Borrower is (a) duly organized or formed, validly existing and in good
standing under the laws of'the State of T'exas, and (b) duly qualified as a public facility corporation,
and is qualificd to do business, in the State of Texas and cach other jurisdiction in which such
qualification is required by law, except where the failure to so qualify or be in good standing could
not reasonably be cxpected to have a Material Adverse Effect. Borrower has all requisite power
and authority to (i) own or hold under lease and operate the property it purports to own or hold
under lease, (ii) carry on its business as now being conducted and as now proposed to be conducted
in respect of the Project, (iii) exccute, deliver and perform cach Operative Document to which it
is a parly, and (iv) take cach action as may bc necessary to consummale the transactions
contemplated thereunder.
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4.1.2 (a) Borrower’s [unds and assets are not, and will not be, commingled with
those of any other entity; (b) the Governing Documents of Borrower require it to mainlain proper
books of account and minutes of meetings and other proceedings of its directors; and (c) Borrower
has not entered into any transactions or conducted any business unrelated to the transactions
contemplated by the Operative Documents and Section 4.29.

4.2 AUTHORIZATION; NO CONFLICT.

4.2.1 Borrower has duly authorized, executed and delivered each Operative
Document to which Borrower is a party (or such Operative Documents have been duly and validly
assigned to Borrower and Borrower has authorized the assumption thereol, and has assumed the
obligations of the assignor thercunder) and neither Borrower’s execution and delivery thereof nor
its consummation of the transactions contemplated thereby nor its compliance with the terms
thereol (a) does or will contravenc in any material respect any of its Governing Documents, (b)
does or will contravene in any material respect the Major Project Documents, (¢) does or will
contravenc in any material respect any Legal Requirement applicable to or binding on Borrower
or any of its propertics, (d) does or will contravenc in any material respect or result in any material
breach ol or constitute any material default under, or result in or require the creation of any Licn
(other than Permiticd Liens) upon any of its property under, any material agrcement or instrument
to which it is a party or by which it or any of its properties may be bound or affected, or (¢) does
or will require any material consent or approval of any Person, and with respect to any
Governmental Authority, does or will require any material registration with, or notice Lo, or any
other action of, with or by any applicable Governmental Authority, in cach case which has not
alrcady been obtained and disclosed in writing to Administrative Agent (except (i) any Permits
that are not yet Applicable Permits, (ii) such as are required by securities, regulatory or any other
Legal Requirement in connection with an exercise of remedies, (iii) as set forth on Exhibit E-1(a)
or Exhibit E-1(b) and the filing of any applicable renewal, extension or reissuance documentation
in respeet thereof or (iv) otherwise provided in Section 4.9).

43  ENFORCEABILITY. Each ol the Operative Documents Lo which Borrower is a parly
is a legal, valid and binding obligation of Borrower, enforceable against Borrower in accordance
with its terms, except to the extent that enforceability may be limited by (a) applicable bankruptcy,
insolveney, moratorium, reorganization or other similar laws affecting the enforcement of
creditors’ rights gencrally, (b) the effect of gencral equitable principles (regardless of whether such
enflorceability is considered in a proceeding in equity or at law) or (¢) implied covenants of good
faith and fair dealing.

4.4  COMPLIANCE WITH LAW. (a) There are no material violations by Borrower of any
currently applicable Legal Requirement, and (b) no notices of any material violation of any
currently applicable 1egal Requirement relating to the Project or the Site have been issued, entered
into or received by Borrower.

4.5  BusinNess, CONTRACTS, JOINT VENTURES, ETC.

4.5.1 Borrower is not a parly Lo or bound by any material contract other than the
Operative Documents to which it is a party.

16
2967136136



4.5.2 Borrower is not a gencral partner or a limited partner in any general or
limiled partnership or a joint venturer in any Joint Venture.

4.5.3 Borrower does not have any Subsidiaries.

4.5.4 Borrower maintains separate books of account from the Utility Board and
all other Persons.

4.5.5 Borrower conducts ils business solely in its own name in a manner not
misleading to other Persons as to ils identity.

4.6  NO MATERIAL ADVERSE EFFECT. As of the date of each Borrowing made after
the Closing Date, since the Closing Date, no event or circumstance has occurred and is continuing
which could reasonably be expected to have a Material Adverse Fffect.

4.7 INVESTMENT COMPANY ACT. Borrower is not an “investment company” or a
company “controlled” by an “investment company” or an “investment adviser,” in each casc,
within the meaning of the Investment Company Act of 1940, as amended.

4.8 FMPLOYEE MATTERS.

4.8.1 The Barrower currently does not have nor has ever had any employees, and
Borrower, nor any ERISA Affiliate, has any current or contingent liability under Title 1V of
ERISA, including on account of an ERISA Affiliate.

4.8.2 To the Borrower’s Knowledge, there is no strike, work stoppage or labor
dispute in existence or threatened involving labor at the Site and relating to the Project that could
reasonably be cxpected to have a Material Adverse Effect.

4.8.3 The Borrower has not established any plans, funds or programs within the
meaning of the terms “cmployee welfare benefit plan,” “wellare plan,” “employee pension benefit
plan,” or “pension plan™ as defined in the Code and Sections 3(1) and 3(2) of ERISA. Tn the event
that the Borrower were to cstablish any such plans, those plan would be “governmental plans” as
defined in the Code and Section 3(32) of ERISA, and would be specifically excluded from
coverage under ERISA by Section 4(b)(1) ol ERTSA.

4.9 PERMITS.

4.9.1 ‘There are no material Applicable Permits or Futurc Permits other than the
Permits listed in Exhibits E-1(a) and E-1(b), respectively.

4.9.2 All Applicable Permits required under legal Requircments as of the
Closing Date or the Borrowing Dale, as applicable, are set forth on Exhibit E-1(a) (as such Exhibit
may be supplemented by Borrower to reflect any Change of Law or the issuance of any Applicable
Permit afier the Closing Date or the Borrowing Date, as applicablc) and the Applicable Permits
sel forth on Exhibit E-1(a) (i) have been duly and timely obtained, (ii) are in full force and cffeet,
(iii) arc Non-Appealable, (iv) are held in the name of Borrower or the Project and (v) are not
subject to any Unsatisfied Condition the compliance with which could reasonably be expected to
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resull in a Material Adverse Effect. The Applicable Permits shall not be subject to any restriclion,
condition, limitation or other provision that could reasonably be expected to result in the Project
being constructed or operaicd in a manner inconsistent with the Base Case Financial Model other
than any inconsistency that could reasonably be expected to result in (x) gains to Borrower or (y)
losses, costs or expenses Lo Borrower that are nol malterial.

4.9.3 All Future Permils arc listed in Exhibit E-1(b). Each I'uture Permit listed in
Exhibil E-1(b) (as such Exhibit may be supplemented by Borrower to reflect any Change of Law
or change in stalus of any luture Permit after the Closing Date or the Borrowing Date, as
applicable) is of a type that is usually granted in the normal course upon submission of a timely
application and demonstration that the Project complies with applicable Legal Requirements. No
Future Permit listed in Exhibit E-1(b) is required under applicable | .egal Requircments (including
Environmental Laws) or Project Documents to be obtained as of the Closing Date or as of the
Borrowing Event Date, as applicable, in order to develop, site, construct, operate and maintain the
Project. Iiach Future Permit identified in Exhibit I-1(b) (i) shall be obtainable by Borrower not
later than required without any difficulty, expense or delay that could be material and adverse Lo
the Project and (ii) there are no facts, circumstances, or conditions that could reasonably be
expected to result in such Future Permit including any restriction, condition, limitation, or other
provision or requirement that could reasonably be expected to cause the Project to be constructed
or operaled in a manner inconsistent with the Basc Case Iinancial Model other than any
inconsistency that could reasonably be expected to result in (i) gains to Borrower or (ii) losses,
costs or expenses to Borrower that are not material.

49.4 Borrower is in compliance in all material respects with all Applicable
Permils.

4.10 ENVIRONMENTAL LAWS,
4.10.1 Except as sct forth in Exhibit E-2:

(a) Borrower has not received any wrilten notice from any
Governmental Authority that, with respect to the Project, the Site, that it is or has in the past been
in violation of any Environmental L.aw which violation has resulted or could reasonably be
expected to give rise to a material liability to Borrower, its properties and assets or the Project
under any Environmental Law;

(b)  Other than as disclosed by the Borrower to the Lender as sct forth in
Schedule [ |, neither Borrower nor, to Borrower’s knowledge, any other Person has trealed,
stored, disposed of, arranged for or permitted the transport or disposal of, uscd, Released,
generated, manufactured, produced or stored in, on, or under the Site, the Real Property, (he
property subject to the Improvements, transported thereto or therefrom, or exposed any Person to,
any Hazardous Substances in such a manner that has subjected or could rcasonably be expecied to
subject Lender or Borrower to material liability under any Environmental Law;

(c) there are no underground storage tanks or waste management units,
as defined and regulated under Environmental Laws, whether operative or temporarily or
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permanently closed, located on the Site, that has subjected or would subject Lender or Borrower
to material liability under any Environmental |.aws;

(d) Borrower has no knowledge of any fact, condition, or circumstance,
including the presence of any Hazardous Substances, on or relating to the Site, the Real Property,
the property subject to the Improvements that could reasonably be expected Lo give rise to a
material liability, including any material remediation obligation, to Lender or Borrower under any
Environmental T.aws;

(&) Borrower is not conducting or funding, nor does Barrower have a
current obligalion to conduct or fund, any material investipation, remediation, remedial action or
cleanup of any Hazardous Substances or any material corrective action under Environmental Law
at the Site, the Real Property, the property subject to the Improvements, or with respect to the
Projcel.

4.10.2 Except as set forth on Exhibit E-2, there is no pending or to Borrower’s
knowledge threatened Environmental Claim against Borrower or relating to the Project, including
any action or proceeding in writing by any Governmental Authority (including the Texas
Commission on Environmental Quality, U.S. Army Corps of Engineers and U.S. Environmental
Proteclion Agency) or any non-governmental third party with respect to the presence or Release
of Hazardous Substances in, on, from or to the Site, the Improvements, or any alleged
noncompliance with or Unsatisficd Condition under Environmental Taws, in each case that could
reasonably be expecied to give rise to a material liability under any Environmental Law.

4.10.3 The activitics of Borrower and the operations of the Project arc and have
been in compliance with Environmental Laws (including any Permits issued pursuant thereto) in
all material respecets.

4.10.4 Borrower has not assumed, undertaken, provided an indemnity with respect
to, or otherwise agreed Lo satisfy or become subject Lo any material liability of any other Person
under Environmental 1.aws relating to the Project.

4.10.5 Borrower has provided or made available to Administrative Agent all
material environmental, health, or safcly records, reports, asscssments, investigations, and
correspondence with Governmental Authorities or other third parties relating to, involving, or
concerning the Project and the Site,

411 LrriGATION,
(a) As of the Closing Dale, other than as listed on Exhibit E-4, no action,

suit, proceeding or investigation is pending or, to Borrower’s Knowledge, threatened against
Borrower.

(b) As of the date of each Borrowing occurring after the Closing Date,
no action, suit, proceeding or investigation has been instituted or, to Borrower’s Knowledge,
threatened in writing against Borrower, which could reasonably be expected to have a Material
Adverse Eflect.
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4.12 LABOR DISPUTES AND ACTS OF GOD. Ncither the business nor the properties of
Borrower are currently affected by any strike, lockout or other labor dispute, fire, explosion,
accident, drought, storm, hail, carthquake, embarpo, act of God or of a public ecncmy, or other
casualty (whether or not covered by insurance), which could reasonably be expected to have a
Material Adverse Effcet.

4.13 PROJECT DOCUMENTS. As of the Closing Date, (a) a copy of each Major Project
Document execuled on or prior to such date has been delivered to Administrative Agent, (b) the
Major Project Documents delivered to Administrative Agent constitute all the material contracts
to which Borrower is a parly on or prior to the Closing Date, (¢) cach of the Major Project
Documents is in full force and effect, there are no unsatisfied conditions precedent to a party’s
obligation or Lo full performance ol a party thereunder, and Borrower is not in material default of
any term or provision thereof and, to Borrower’s Knowledge, no other party is in material default
thereunder, and (d) excepl as has been previously diselosed in wriling to Administrative Agent,
nonc of the Major Project Documents as delivered to Administrative Agent has been further
amended, modilied or lerminated.

4.14 DISCLOSURE.

(a) As of the Closing Date, all information (other than the Construction
Budget, Project Schedule, Annual Facility Budget, Base Case Financial Model and other
projections provided in connection with the transactions conlemplated by this Agreement)
furnished or made available by or on behalf of Borrower to the Agents, or Lender, or to any
Consultant in connection with the transactions contemplated by this Agreement or the other Credit
Documents when taken as a whole (at the time of delivery or verification thereof), is or will be,
when furnished, complete and correct in all material respeets and does not or will not, when
furnished, contain any untrue statement of a material fact or omit to state a material fact necessary
in order to make the slalements contained herein or therein not materially misleading in light of
the circumstances under which such statements were made (other than any information that was
corrected or updated in writing Lo the Adminisirative Agent on or prior to the Closing Date). As
of the Closing Date, Borrower is not aware of any material event or circumstance not previously
disclosed to the Lender, which could reasonably be expected to have a Material Adverse Effect.

415 GOVERNMENTAL REGULATION.

4.15.1 None of the Agents or Lender, nor any Alfiliate ol any of them will, solely
as a result of the ownership, leasing or operation of the Project by Borrower, the sale of electricity,
capacity (to the extent applicable in ERCOT) or ancillary services therefrom by Borrower or the
enlering into any Operative Document in respect of the Project or any transaction contemplated
hereby or thereby, be subject to, or not exempt from, regulation under the FPA or PUHCA or under
state laws and regulations respecting the rates or the financial or organizational regulation of
electric utilities or natural gas utilities.

4.15.2 Neither Borrower nor any of its Affiliates is subject to, or not exempt from,
regulation as (i) a “holding company” or an “afliliate™ ol a “holding company™ or a “subsidiary
company™ ol a “holding company™ within the meaning of PULICA or the implementing regulations
of FERC, other than with respect to the compliance requiremenis ol an Exempt Wholesale
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(ienerator or the compliance requirements of a holding company that is a “holding company™
within the meaning of PUHCA solcly by virluc ol ils ownership inferests in any onc or morc
entities that is exempt from PUHCA, except for those provisions of PUHCA goveming exemption,
or (ii) subject to financial, organizational or ratc regulation under the regulations of the “state
commission™ (as thal lerm is delined under 18 C.F.R. § [.101{k)) thal itsell has jurisdiction over
Borrower and the Project.

4.15.3 Exccpl as scl forth on Exhibit E-1{a) or E-1(b), no conscnl, noticc or
approval necessary for the operation of the P'roject, as such Project is currently designed, is
required from FERC or any “state commission™ (as that term is defined under 18 C.F.R. § 1.101(k))
in connection with any of the transactions contemplated hereby or by any other Operative
Document.

4.15.4 As of the date of each Borrowing occurring afler the Closing Date, Lo
Borrower’s Knowledge, there is no order, judgment or decree that has been issued or proposed to
be issucd by any Governmental Authorily that, as a rvesull of the ownership, devclopment,
construction, operation or maintenance of the 'roject by Borrower, the sale of electricity therefrom
by Borrower or the entering into of any Operative Document or any transaction contemplated
hereby or thereby, could reasonably be expecled to cause or deem Lender, the Agents or any
Affiliate of any of them or Borrower to be subject to, or not exempted from, regulation under
PUHCA or the FPA or subjcet to regulation by the PUCT as an “clectric utility,” *lransmission
and distribution utility,” “retail electric provider” or “public utility” as defined in PURA.

4,16 PROJECT SCHEDULE AND CONSTRUCTION BUDGET; OPERATING FORECASTS
AND BASE CASE FINANCIAL MODEL.

(a) The Construction Budget, the Project Schedule and the Base Case Financial
Model:

(i) are complete and based on reasonable assumptions;
(ii)  are consistent with the provisions of the Project Documents;
(iii)  have been prepared in good faith and with due care; and

(iv)  fairly represent the Borrower’s expectation as to the matters covered
thereby as ol any date on which this representation is made or deemed made.

(b)  'The Project Schedule accurately specifies in summary form the work that
cach contractor or supplicr under the Construction Contract and any other Project Document for
Project Construction proposes to complete on or before the deadlines specified therein.

(c) The Construction Budget represents the Borrower’s best estimate of Project
Cosls anticipated Lo be incurred Lo achicve the Projeet Completion Date by no later than the Project
Completion Longstop Date. ‘The Construction Budget has not been amended or changed in any
material respeet other than to reflect changes resulting from [Approved Construction Changes].
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(d)  The Borrower’s good faith estimate and belief is that the Project Complction
Date will occur no later than the Project Completion Longstop Date.

(c) The Borrower believes that il is technically feasible for the Project to be
construeted, completed, operated and maintained so as to fulfill in all material respects the design
specifications and requircments contained in the Major Project Documents.

() No material changes, including the assumptions and projections set forth
therein, have been made to the Base Case Financial Model most recently approved by the
Cuarantor.

417 TFINANCIAL STATEMENTS. [The financial slatements and accompanying
information delivered by Borrower under Section 3.1.12 and Section 5.5 have been prepared in
conformity with GAAP, consistently applied, and fairly present, in all material respects, the
financial position of Borrower for the applicable period then ended, subject, if applicable, in the
case of any such unaudited unconsolidated financial statements, to changes resulting from audit
and normal ycar-end adjustments and the absence of footnote disclosure, Except for (a) obligations
under the Operative Documents to which it is a party and (b) liabilitics that have been disclosed in
writing to Administrative Agent prior to the Closing Date (including in Exhibits to this Agrecment
and in the contracts enlered into by Borrower and delivered or made available to Administralive
Agent prior to the Closing Date), Borrower does not have any contingent obligations, unmatured
liabilities, contingent liability or liability for taxes, long-term lcase or forward or long-term
commitments required to be shown under GAAP or Debt for Borrowed Money that is not reflected
in the foregoing financial statements and which in any such casc is material in relation to the
business, results of operations, properties, [inancial condition or prospects ol Borrower or the
Project.]

4.18 No DEFAULT, No Event of Default or Default has occurred and is continuing.

4.19 COLLATERAL.

4.19.1 The Bonds delivered by the Borrower in connection with each Loan
conform in all respects Lo the terms for the Bonds set forth in the Secrics 20258 Supplement.
Chapter 1208, Texas Government Code, applies to the exeeution and delivery of the Bonds and
the pledge of the Trust Estate (as defined in the Indenture) under the Indenture securing the Bonds
delivered by the Borrower in connection with each of the Loans, and such pledge is therelore valid,
eflcctive, and perfected.

420 TITLE.

4.20.1 Borrower has (a) good and indefeasible title to, or a good and indefeasible
fee, leasehold, easement or other interest, as applicable, in, the Real Property, free and clear of all
Liens cxcept, Permitted Liens; and (b) good and indefeasible title to, or a good and indefeasible
fee, leasehold, casement or other interest, as applicable, in, all other material collateral, [rec and
clear of all Liens except, Permitted Licns. As of the Closing Date, Borrower has not received any
written notice of, nor has any knowledge of, any pending or threatened condemnation proceeding
affecting the Real Property or any sale or disposition thereol in licu of condemnation.
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4.20.2 Borrower is not obligated under any right of first refusal, option or other
conlractual right to sell, assign or othcrwise dispose of any Real Property or any interest therein.

4.20.3 Borrower has not suffered, permitted or initiated the joint assessment of any
Rcal Properly owned by it with any other real properly constituting a separate tax lot. Each parcel
ol Real Property owned by Borrower is composed of one or more parcels, cach of which constitutes
a separatc tax lot and none of which constitutes a portion of any other tax lot; provided that, for
the avoidance of doubt, it is noted that any ecasement rights are not separate tax lots.

4.21 INTELLECTUAL Property; DATA SECURITY.

4.21.1 Borrower owns, posscsses, or is licensed to use or otherwise has the right to
use, all Intellectual Property thal is necessary for the ownership and operation of the Project in
accordance with the Credit Documents and Major Project Documents. All Intellectual Property
existing as of the date hercof that is owned by Borrower and issued, registcred, or pending are set
forth on Schedule [X]. Borrower is the sole and exclusive owner of the entire and unencumbered
right, litle, and interest in and to each such registered Intellectual Property (or application thereol)
purported to be owned by Borrower, free and clear of any Licus (other than Permitted 1.iens) or
licenses in favor of third parties or agreements or covenants not to sue such third partics for
infringement. All registered Intclleclual Property of Borrower is duly and properly registered,
filed, or issucd in the appropriate office and jurisdictions for such registrations, filing, or issuances.
Borrower is not party to, or bound by, any malterial license or other agreement with respect Lo
which Borrower is the licensee that prohibits or otherwisc restricts Borrower from granting a
security interest in Borrower’s interest in such license or agreement or other property.

4.21.2 No product of Borrower infringes in any respect any Intellectual Property
right or other right owned by any other Person.

4.21.3 There is no violation by any Person of any right of Borrower with respect
to any Intellectual Property right or other right owned or used by Borrower.

4.21.4 The operational technology systems (“OT Systems”) and information
technology systems (“IT Systems™), including servers, software, computer firmware, computer
hardware, clectronic data processing, information, record keeping, website, databases, circuits,
networks, network equipment, interfaces, platforms, peripherals computer systcms, industrial
control systems (including SCADA systems), automation systems, manulacluring systems, quality
control systems, and other computer, communications and telecommunications asscts and
equipment, and information contained therein or transmitted thereby, including any cloud or other
outsourced syslems, in the possession or control of Borrower and used, or to be used, by Borrower
in the operation of the Project: (a) operate in all material respects in accordance with their relevant
functional specifications; (b) are reasonably sufficient in all material respects to support the
Project; (¢) are in good working condition, ordinary wear and tear excepted, to perform all
operational and information technology and data processing operations necessary for the Project
as currcntly operated and contemplated to be operated and (d) are free of any material viruscs,
defects, bugs and errors, or programming, design or documentation error or corruplant or other
software routines or hardware components designed to permil unauthorized access or the
unauthorized disablement or erasurc of data. Borrower has all taken reasonable and appropriate
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steps, consistent with industry best praclices, to protect the confidentiality, integrity, and
availability of the OT Systems and the 1T Systems against unauthorized use, access, interruption,
corruption, or exercise of control, including the implementation and maintenance of commercially
reasonable (i) security controls, (i) rcgularly tested and fully encrypted backup systems, (iii)
disaster avoidance and recovery procedures, and (iv) regularly tested disasler rccovery and
business continuity plans and procedurcs. No material component of the OT Systems or the IT
Systems has been prone to malfunction or error, and in the past four (4) years there has been no
material disruption, interruption, breakdown, failure, continued substandard performance,
unplanned oulage, or other adverse event affecting the OT Systems or the IT Systems. In addition,
in the past four years, there have been no material breaches, unauthorized intrusions, or other
compromises of any of the (1’ Systems or the IT Systems used, or contemplated to be used, by
Borrower in the operation of the Project.

4.21.5 In relation to the Project, Borrower has complied with and will comply with:
(a) all applicable cybersecurity requircments in relation to its OT Systems and IT systems,
including requirements of PUCT and ERCOTT, except as sct forth in Schedule 4.23.5(a)], and (b)
the NERC CIP Standards[, excepl as sct forth in Schedule 4.23.5(b)]. Borrower is participating in
and is in good standing with the PUC”s Cybersecurily Monitor Program.

4.21.6 Borrower’s praclices with regards to the collection, use, disclosure, other
processing, and security of Personal Information and Borrower confidential and proprietary
information are and have at all times been in accordance with (a) all requirements under
Governmental Rule(s) imposed by any competent Governmental Authority concerning or related
to (i) the collection, use, storage, disclosure, or other processing ol Personal Information; data
subject rights with respect thereto; the security of Personal Information; or the geographic location
where Personal Information is stored or otherwise processed; (ii) the collection or use of Personal
Information for marketing and advertising purposes; and/or (iii) notification Lo data subjects or any
Governmental Authority in connection with a Security Breach (delined below) involving Personal
Information (the foregoing (i)-(iii), “Privacy and Sccurity Laws™), (b) applicable contractual
commitments of Borrower, and (¢) any published privacy policies or other relevant written notices
or representations ol Borrower. I3orrower maintains internal, written privacy and data security
policies applicable to the Project (the “Data Policies™), which arc cnforced and address the
implementation and maintenance of appropriate and risk-based administrative, physical, and
technical controls to protect Personal Information and Borrower confidential and proprietary
information (in paper or clectronic form) in a manner that is consistent with industry best practices
for the protection of valuable conflidential or proprietary information, as applicable, and that meet
or exceed the requirements of Privacy and Security Laws and contractual commitments of
Rorrower. Borrower and its personnel comply and have complied in all material respects with the
Data Policies. There arc no pending complaints, threats, lawsuits, or invesligations by any
Governmental Authority relating Lo any of the foregoing.

4.21.7 Borrower has entered inlo a written agreement with each third party service
provider and business partner operating, hosting, or having access to or possession of Borrower’s
O Systems, IT Sysicms, Personal Information or confidential and proprietary information, which
agreement includes requirements for protecting the confidentiality and security of such systems
and information in a manner that is consistent with industry best practices for the protection of
valuable, scnsitive and/or protected systems and information, and does not diminish the
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Borrower’s ability to comply with Privacy and Security Laws, contractual commitments of
Borrower, and any Data Policies or other relevant writlen notices and representations of Borrower.
Borrower has not experienced a known or reasonably suspected loss, thell, damage, or alteration,
corruption, or unauthorized modification, use, deletion, disclosure, exercise of control, or other
processing  activity involving Personal Inlormation, of any of Borrower’s confidential or
proprietary information, of any third-party’s information maintained by or for Borrower that is
subject to conlidentiality obligations, or of any component of its ' Systems or IT Systems (any
of the foregoing, a “Security Breach™). Borrower has not reccived any notification of a Security
Rreach from a third party service provider or business partner operating, hosting, or having access
to or possession of Borrower’s OT Sysiems, IT Systems, Personal Information or confidential or
proprietary information. Borrower has not been required to or voluntarily elected to give notice to
any customer, supplier, Governmental Authority, employee, or other person or entity of any actual
or alleged Security Breach or data security failure or noncompliance, pursuant to any applicable
Governmental Rule, contract, or otherwise.

4.22 SUFFICIENCY OF PROJECT DOCUMENTS,

4.22.1 Except to the extent that any [ailure to have any of the following could not
rcasonably be expected to have a Material Adverse Effect, Borrower’s interests in the Site:

(a) comprise all of the rcal properly interests for the ownership,
construction, installation, completion, operation and maintenance of the Project in accordance in
all material respects with all Legal Requirements, the Projeet Documents and the Construction
Budget;

(b)  are sufficient Lo enable the entire Project to be located, operated and
maintained on the Site and Easements; and

(c) provide adequatc ingress and egress to and from the Site lor any
rcasonable purpose in connection with the ownership, construction, operation and maintenance of
the Project for the purposes and on the terms set forth in the applicable Major Project Documents.

4.22.2 Except to the extent that any failure to have any of the following could not
reasonably be expected to have a Material Adverse Effect, there are no services, materials or rights
required for the development, construction, ownership and operation and maintenance of the
Project in accordance with the Major Project Documents and the assumptions that form the basis
of the Basc Case Financial Model, other than those to be provided under the Project Documents
that have been delivered to the Administrative Agent as of the date hercol.

4.22.3 Excepl Lo the extent that any failurc to have any of the following could not
rcasonably be expected to have a Malerial Adverse FEffect, Borrower possesses, or the
counterparties to the Project Documents pursuant to which intcrconnection facilities will be
constructed or operated for the benefit of the Project, pussess, and are obligated to provide or make
available to Borrower, all necessary casements, rights of way, licenses, agreements and other rights
for the construction or interconnection and utilization (as applicable) of the interconncction
facilities (including fuel, water, wastewaler and electrical).

4.23 FL0OD ZoNE DISCLOSURE., No portion of the Site or material portion of the Project
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includes Improvements that are or will be located in an area that has been identified by the Federal
Emergency Management Agency as an area having special [lood or mudslide hazards, except to
the extent flood insurance has been provided and remains in full force and cffect in respect thereol.

4.24 ANTI-TERRORISM LAWS. The Borrower nor any of its directors or officers or
employees and, to the best of the Borrower’s Knowledge, any of their respective Affiliates or
apents, is a Person that, or is owned or controlled by a Person that, (a) is a Sanctioned Person or
described by or designated in the Anti-Terrorism Order, (b) has engaged in dealings or transactions
or is engaging in dealings or transactions or will engage in dealings or transactions with any such
Sanctioned Person or Person described by or designated in the Anti-Terrorism Order, (c) is in
violation of the Anti-Terrorism Laws, (d) has violated or is violating any Sanctions, (e) is using or
will use the proceeds of the Borrowings hercunder for the purpose of financing or making funds
available directly or indirecily to any Sanctioned Person or Person described by or designated in
the Anti-Terrorism Order, to the extent such financing or provision of funds would be prohibited
by Sanctions or would otherwisc cause any person to be in breach of Sanctions, (f) is contributing
or will contribute or otherwise make available dircetly or indirectly the proceeds of the Borrowings
hercunder to any other person or entity for the purpose of financing the activities of any Sanctioned
Person or described by or designated in the Anti-Terrorism Order, to the extent such contribution
or provision of proceeds would be prohibited by Sanctions or would otherwise cause any person
to be in breach of Sanctions, or (g) is under investigation for an alleged breach of Sanctions by a
Governmental Authority that cnforees Sanctions.

4.25 SoLVENCY. Immediately afler giving effect to the transactions to occur on the
Closing Date and immediately following the occurrence of each other Borrowing, (a) the lair value
of the asscls of Borrower, at a fair valuation, will exceed the debts and liabilities, direct,
subordinated, contingent or otherwise, of Borrower, (b) the present fair saleable value of the
properly ol Borrower will be greater than the amount that will be required to pay the probable
liability of Borrower on its debts and other liabilities, direct, subordinated, contingent or otherwise,
as such debts and other liabilities become absolute and matured, (c¢) Borrower will be able to pay
its debts and liabilities, direct, subordinated, contingent or olherwise, as such debts and liabilitics
become absolute and matured (after giving cffcct to any guarantees and credit support), and (d)
Borrower will not have unreasonably small capital with which to conduct the business in which it
is engaged as such business is now conducted and is proposed to be conducted following the
Closing Date. 'or purposes of this Section 4.25, (i) “able to pay its debts and liabilities, dircet,
subordinated, contingent or otherwise, as such debts and liabilities become absolute and matured
(alter giving effect to any guarantees and credit support)” means that such Person will be able to
generate enough cash from operations, asset dispositions or refinancings, or a combination thereof,
(o meet its obligations as they become due, and (ii) the amount of contingent liabilities at any time
shall be compuied as the amount that, in the light of all the facts and circumstances existing at such
time, represents the amount that can reasonably be expected to become an actual or maturcd
liability.

4,26 AML LAWS; ANTI-CORRUPTION LAWS AND SANCTIONS.

4.26.1 L'ach of the Borrower and the Utility Board (collectively, the “Group
Members™) has implemented and maintains in effect policies and procedures designed to ensure
compliance by cach of them and Borrower’s respective directors, officers, cmployees and agents,
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as the case may be, with Anti-Corruption Laws, AML Laws and Sanctions. Nonc of (a) any Group
Mcember, any guarantor or any other party providing credit support in respect of any Person’s
obligations under the Credit Documents, any Subsidiary or any of their respective dircctors or
officers, or employees, or, to the Knowledge of Borrower, any of their Alfiliates, or (b) any agent
ol any Group Member, any guarantor or any other party providing credit support in respeet of any
P’erson’s obligations under the Credit Documents, or any Affiliate that will act in any capacity in
connection with or benefit from the credit facility established hereby, (i) is a Sanctioned Person,
(ii)has taken any action in furtherance of an offer, payment, promise to pay, or authorization or
approval of the payment or giving of moncy, property, gifts or anything else of value, directly or
indirectly, to any “government official” (including any officer or employee of a government or
government-owned or Controlled entity or of a public international organization, or any Person
acling in an official capacity for or on behalf of any of the foregoing, or any political party or party
official or candidate for political office) to influence official action or sceure an improper
advanlage, or(iii) is in violation ol AML Laws, Anfti-Corruption Laws, or Sanctions. No
Barrowing, use of proceeds or other transaction contemplated by this Agreement will cause a
violation ol AML Laws, Anti-Corruption Laws or applicable Sanctions by any person participating
in the transactions contemplated by this Agreement, whether as lender, borrower, agent,
underwriter, advisor, investor, hedge provider or otherwise. Borrower represents that neither it,
nor any Group Member or parent company or any guarantor or any other party providing credit
support in respeet ol any Person’s obligations under the Credit Documents or, to the Knowledge
of Borrower, any other Affiliate, has engaged in or intends to engage in any dealings or transactions
with, or for the benefit of, any Sanctioned Person or with or in any Sanctioned Country.

4.26.2 The operations of the Group Members have been conducied at all times in
compliance with applicable laws relating to financial record keeping and reporting, currency
transfer and money laundering, including, as applicable, the USA PATRIOT Act and all “know
your customer” rules and regulations.

4.26.3 No Group Member (i)is under investigation by any Governmental
Authority for, or has been charged with, or convicted of any violations of AML Laws, Anti-
Corruption Laws, or Sanctions, (i) has been assessed civil penaltics under any AMI. Laws, Anti-
Corruption Laws, or Sanctions or (iii) has had any of'its [unds seized or forfeited in an action under
any AML Laws, Anti-Corruption Laws, or Sanctions.

4.26.4 Cach Group Member has implemented and maintains in effect policies and
procedures designed to ensure compliance by it and its directors, officers, employees and agents
with AML Laws, Anti-Corruption Laws, and Sanctions and the Group Members have taken
reasonable measurcs appropriate to the circumstances (in any event as required by applicable law)
to cnsure that any Group Member and its respective Affiliates is and will continue to be in
compliance with all applicable current and future AML Laws, Anti-Corruption Laws, or Sanctions.

4.26.5 None of (a) the Group Members or any of their Alfiliates or (b) any other
Major Project Participant is or is Controlled by, a Prohibited Person.

4.26.6 No Group Member or any ol their respective members, directors, officers,
cmployees or, to the Borrowers” Knowledge, agents is a Prohibited Person.
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4.26.7 None of the Project is owned, traded or used, dircctly or indirectly by a
Prohibited Person.

4.27 INSURANCE. Dorrower maintains the insurance required (o be maintained by it
pursuant to Lxhibit G, and such insurance is in full force and ellect.

4.28 INDEBTEDNESS. Borrower has no Debt other than the Obligations created under the
Credit Documents and, at any time after the Closing Date, other than Permitted Debt.

4.29 SINGLE-PURPOSE ENTITY. Borrower has not conducted, and is not conducting, any
business other than the development, ownership and operation of the Project and the performance
of its obligations under the Credit Documents and the Project Documents to which it is a party
and, in cach case, activities related and incidental thereto.

ARTICLE 5
AFFIRMATIVE COVENANTS

Horrower covenants and agrees that until the Discharge of Obligations (other than
the Performance Covenant, which shall survive the Discharge of Obligations until the Scheduled
Maturity Date):

5.1 USE OF PROCEEDS.

5.1.1 Borrower shall apply the proceeds ol the Loans solely (a) with respeet to
[.oans made on the Closing Date, in accordance with the I'low of Funds Memorandum, and (b) to
pay Project Costs in accordance with the Construction Budget.

5.1.2 Unless otherwise approved by Lender pursuant lo the terms of this
Agreement or the other Credit Documents, Borrower shall apply all Open Market Bond Funding,
l.oan proceeds, Insurance Proceeds, Eminent Domain Proceeds, l.oss Proceeds (including with
respect to a Total Loss, Title Event Proceeds, any other damages payments) solely for the purpose,
and in the order and manner, provided for in accordance with the terms of this Agreement.

5.2 PAYMENT.

5.2.1 Credit Documents. Borrower shall pay all sums due under this Agreement
and the other Credit Documents to which it is a party according to the terms hereof and thereol.

5.2.2 Project Documents. Borrower shall pay all of its obligations duc under the
Project Documents, howsoever arising, as and when due and payable, cxcept any one or more of
the following: (a) obligations contested in good [aith or as to which a bona fide disputc may exist,
(h) obligations constituting Borrower’s trade payables which shall be paid in the ordinary course
of business or (¢) obligations which if not paid could not reasonably be expected to have a Material
Adverse Effect.

53  WARRANTY OF TITLE. Excepl as permitted pursuant to Section 6.4, (a) Borrower
shall maintain good and marketable fee simple interest and a valid lcaschold and/or easement
interest, as applicable, in the Site and (b) good, legal and valid title to or interest in all of its other
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respective malerial properties and asscts (other than properties and asscts disposed of in
accordance with this Agrcement), in each case free and clear of all Liens other than Permitted
Liens.

54  Nomices. Borrower shall promptly (and in any event within fifteen Business Days
(or such longer time periods provided herein)), upon acquiring notice or giving notice (cxcepl as
otherwisc specified below), as the casc may be, or abtaining Knowledge thereof, give written
notice (with copies of any underlying notices, papers, files, reports, [inancial statements or related
documentation) to Administrative Agent and the Independent Engineer (as applicable) of:

5.4.1 any litigation, suil, arbitration, action or similar proceeding, whether at law
or in equity or before any Governmental Authority (including any Environmental Claim) pending
or to Borrower’s Knowledge, threatened in writing against Borrower or relating to the Project
which involves claims against Borrower or the Project in excess of $[3,500,000] individually or
$[9,500,000] in the aggregate per calendar ycar or which could reasonably be cxpected to have a
Malerial Adverse Liffect, such nolice to include, if requested in writing by Administrative Agent,
copies of all papers [iled in such litigation and to be given monthly if any such papers have been
filed since the last notice given;

54.2 any investigation, enforcement action, dispute or disputes between
Borrower and any Governmental Authority and which involve (a) claims against Borrower which
cxceed $[3,500,000] individually or $[9,500,000] in the aggregale per calendar year, (b) claims
which could reasonably be expected to have a Material Adverse Effect, or (¢) revocation, material
modilication, failure to renew or cxpiralion of any Applicable Permit;

5.4.3 any Event of Default or Default (together with a statement of a Responsible
Officer of Borrower setting forth the details of such Event of Default or Default and the action
which Borrower has taken and proposes to take with respect thereto other than litigation strategy
and documentation subject to attorney-client privilege or similar privilege);

5.4.4 any casually, damage or loss to the Project, whether or not insured, through
fire, theft, other hazard or casualty, or any act or omission ol (a) Borrower, or its employees,
agents, contractors, consultants or represenlatives in excess of $/3,500,000] for any one casualty
or loss or $[9,500,000] in the aggregate for the Praject in any calendar year, or (b) to Borrower’s
Knowledge, any other Person if such casualty, damage or loss could reasonably be expected to
have a Material Adverse Lffect;

5.4.5 any early cancellation, suspension or material change in the terins, coverage
or amounts of any insurance deseribed in Exhibit G;

5.4.6 any (a) early termination (other than expiration in accordance with its terms
and any applicable Consent) or material breach or material default of which Borrower has
Knowledge or written notice under any Major Project Document, and (b) material Project
Document Modification (with copies of all such Projeet Document Modifications whether or not
requiring approval of Lender pursuant to Section 6.10);

5.4.7 any event of force majeure asserted in writing under any Major Project
Document which persists for morc than three consecutive days and, to the extent reasonably
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requested in writing by Administrative Agent, copies of related invoices or statements which are
reasonably available to Borrower under any Major Project Document, together with a copy of any
supporting documentation, schedule, data or allidavit delivered under such Major Project
Document;

5.4.8 initiation of any condemnation proceedings involving a material portion of
(a) the Project, (b) the Site or (c) other Real Property;

5.4.9 prompily, but in no event later than [10] Business Days after Borrower has
Knowledge of the cxceution and delivery thereof, a copy of each Additional Project Document;

5.4.10 promptly, but in no event later than [30] days after the receipt thercof by
Borrower, a copy of (a) all Applicable Permils obtained by Borrower afler the Closing Date,
(b) any material amendment, supplement or other material modification to any Applicable Permit
received by Borrower after the Closing Date, and (c) all material notices relating to the Project
received by Borrower from, or delivered by Borrower to, any Governmental Authority (other than
routine correspondence given or received in the ordinary course of business relating to routine
aspecls of owning, developing, constructing, financing, operating, maintaining or using the
Project);

5.4.11 any unscheduled or forced outage of the Project, which continues for more
than 96 hours;

5.4.12 any death ol any employee, contractor or sub-contractor working al or on
the Project;

5.4.13 promptly upon reccipt thereof, a copy ol any schedule or recovery plans
provided by the Construction Contractor under the Construction Contract or [#] under the [e], or
reports regarding planned maintenance and collateral damage repairs under the Construction
Management Agreement;

5.4.14 any (a) noncompliance by Borrower with any Environmental Law or any
Release of 11azardous Substances by Borrower on or from the Real Property thal has resulted or
would resull in personal injury or material property damage or impose a material liability on the
Project or could reasonably be cxpected to have a Material Adverse Effect, or (b) pending or, to
Borrower’s knowledge, threatened in writing, Environmental Claim against Borrower or, Lo
Borrower’s knowledge, any of its contractors arising from their occupying or conducting
construclion or operations on or at the Projeet, the Site or other Real Property which, if adversely
determined, could reasonably be expected to impose a material liability on the Project or have a
Material Adverse Effect;

5.4.15 any pending or threatened in writing investigation, audil, enforcement
action or inquiry rcgarding Borrower’s participation in the wholesale cnergy, capacity (to the
extent applicable in ERCOT) and ancillary services markets, including by ERCOT, ERCOT’s
“Independent Market Monitor”, the PUCT, or FERC; any alleged non-compliance by Borrower
with ERCOT Protocols or market rules; any notilication of non-performance charges or similar
charges being assessed against the Project and any related notifications, including any notification
of a declaration by ERCOT of an “Energy Emergency Alert” due to locational or system-wide

30

296713613.6



capacity shortages that causc mandatory load management reductions or a more severe action; any
ERCOT or QSE credit event, including an increase in or a call on Borrower’s credil posted to
cnable participation in ERCOT’s cnergy, capacity (to the extent applicable in ERCOT) and
ancillary services markets; any event or circumstance that could be reasonably expected to prevent
the Project’s full amount of Unforced Capacity from being in service by [Commercial
Operation/Project Completion Longstop Date]; any cvent or circumstance that could be reasonably
expected to prevent or delay Borrower’s participation in ERCO'1”s energy, capacity (lo the extent
applicable in ERCOT) and ancillary services markets, including Borrower’s or the Project’s
continuing qualification and participation as a Resource Enlity (as defined in ERCOT Protocols)
or as an ERCOT market participant; and any other event or occurrence with respect to Borrower’s
or the Praject’s participation in the wholesale energy, capacity (Lo the extent applicable in ERCOT)
and ancillary services markets or compliance with ERCO'I" and PUCT rules that could reasonably
be expected to have a Matcrial Adverse Effect;

5.4.16 any written noticc of material adverse events provided to Borrower by any
cnergy manager pursuant to any Energy Management Agreement;

5.4.17 any event or circumstance specilic to Borrower or the Project that is not a
matter of general public knowledge and that could reasonably be cxpected Lo have a Material
Adverse Effect:

54.18 any material adverse nolifications under the Gas Supply Agreement,
including any notifications related (o an increase in the cost of firm transportation thereunder and
any other material adverse correspondence with the counterparties thereto;

5.4.19 all technical information letters issued by | ®] or any Alfiliate thereof related
Lo the turbines to be usced by the Project;

5.4.20 any material adverse notifications under the Construction and Equipment
Contracts related to the performance of the Project and to the extent not required by Section 5.20;

5.4.21 any financial statements of'a counterparty to a Permitted Commodily Hedge
Agreement received by Borrower pursuant to the applicable Permitted Commodity ledge
Agreement; and

5.4.22 any other information with respect to Borrower or the Project as is
reasonably requested by Administrative Agent, the Independent Engineer or Lender,

5.5 FINANCIAL STATEMENTS.

5.5.1 Borrower shall deliver or cause to be delivered to Administrative Agent and
Administrative Agent shall promptly provide a copy of the same to [.ender:

(a)  as soon as practicable and in any event within [120] days after the
close of each applicable fiscal year (commencing from fiscal year September 30, 2025), the audited
annual unconsolidated financial statements ol Borrower audited by an Aceeptable Accountant and
the related unconsolidated stalements of income, statement of cash Mow, and balance sheet for
such fiscal ycar, seiting forth in each casc (other than in the case of the audited annual
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unconsolidated [inancial statements for the September 30, 2025 fiscal year) in comparative form
corresponding audited figures from the preceding fiscal year, accompanicd by an opinion thereon
(without a *“going concem” or similar qualification or material exception and withoul any
qualification or material exception as to the scope of the audit on which such opinion is based) of
an Acceptable Accountant, which opinion shall state that such financial statements present [airly,
in all material respects, the financial position of Borrower and its results ol operations and cash
flows and have been preparcd in conformity with GAAP, and that the examination of such
accountants in connection with such financial statements has been made in accordance with
generally accepled auditing standards, and that such audit provides a reasonable basis for such
opinion in the circumstances;

(b) as soon as practicable and in any event within [60] days after the end
of the [irst, second and third quarterly accounting periods of Borrower’s liscal year, the
unconsolidated unaudited quarterly [inancial statements of Borrower (commencing from the June
30, 2025 guarterly accounting period of fiscal year 2025). Such financial stalements shall include
(%) the related statements ol income [or such quarterly period and for the portion of the fiscal year
ending with the last day of such quarterly period, and (y) the related statements ol cash flow for
the portion of the year ending with the last day of such quarterly period for such quarterly period
and, setting forth in cach case (other than in the case of the unaudited quarterly [inancial statements
for the 2025 fiscal year and the unaudited quarterly financial statements for the third and fourth
quarters of the 2025 fiscal year) in comparative form corresponding unaudited figures from the
preceding fiscal year, all prepared in accordance with GAAP (subject to changes resulting from
audil and normal year-end adjustments);

(¢)  tothe extent not publicly available, within [60] days after the end ol
each ol the first three quarterly accounting periods of its fiscal year through the termination of this
Agreement, the unaudited quarterly [linancial statements of the Utility Board. Such financial
statements shall include (x) the related statements of income for such quarterly period and for the
portion of the fiscal year ending with the last day of such quarterly period and (y) the related
statements of cash flow for the portion of the year ending with the last day of such quarterly period,
all prepared in accordance with GAAP (subject to changes resulting from audit and normal year-
end adjustments and the absence of footnote disclosure);

(d) o the extent not publicly available, within [120] days after the close
of each [iscal year (commencing from fiscal year ended September 30, 2025) through the
termination of this Agreement, the audiled annual financial statements of the Utility Board and the
related statements of income, statement of cash flow, balance sheet for such liscal year, all
prepared in accordance with GAAP; and

(c) along with such financial statements under (a) and (b) above, a
certificate signed by a Responsible Olficer ol Borrower certifying that (x) to such Responsible
Officer’s Knowledge, no Event of Default or Default has occurred and is continuing or, if any
Event of Default or Default has occurred and is continuing, the nature thereof and the corrective
actions that Borrower has taken or proposes to take with respect thercto (other than litigation
strategy and documentation subject to confidentiality obligations or attorney-client privilege or
similar privilege) and (y) on or after the Project Completion Date, the Debt Service Coverage Ratio
for the applicable Calculation Period and associated supporting calculations thereof.
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5.0 BooKs, RECORDS, ACCESS. Borrower shall maintain, or cause to be maintained,
adequate books, accounts and records with respect to itself and the Project. Borrower shall preparc
all financial statements required hereunder in accordance with GAAP (subject, in the case of
unaudited linancial statements, Lo changes resulting from audit and normal year-end adjustments)
and in compliance with the regulations of any Governmental Authority having jurisdiction thereof.
Subject to requirements ol Governmental Rules, safety requirements and existing confidentiality
and other contractual restrictions imposed upon Borrower by any other Person, Borrower shall
permit employees or agents of Administrative Agent and Independent Engineer at any reasonable
times and upon reasonable prior written notice to Borrower, to inspect the Project and all of
Borrower’s properties, including the Site, to examine or audit the Project and all of Borrower’s
books, accounts and records and make copies and memoranda thereof and to communicate with
Borrower’s auditors.

5.7 COMPLIANCE WITH LAWS, INSTRUMENTS, APPLICABLE PERMITS, F1C,

5.7.1 Borrower shall (a) promptly comply with, and causc the Project to be
constructed, operated and maintained in compliance with, all applicable Legal Requirements
(including Environmental Laws, Legal Requirements and Applicable Permits), subject to
Borrower’s right to protest, appeal or otherwise challenge application or ecnforeement of any such
Legal Requirement wherg il reasonably believes that the application or enforcement of such Legal
Requirement is contrary to or not supported by the underlying facts or Legal Requirement, and
make, or cause to be made, such alterations to the Project and the Site as may be required for such
compliance, (b) timely obtain, renew and maintain in full force and effect all Permits required
under Environmental l.aw for its operations and propertics, and (¢) promptly and diligently (i)
conduct any corrective action nccessary Lo address noncompliance under applicable
Environmental Law and (ii) in each case to the extent required by Environmental Laws, conduct
any investigation, remedial or other corrcetive action necessary o address Hazardous Substances
it or any other Person has Released at the Site, the Real Property, any Improvement in accordance
with Environmental [.aws,

5.7.2 Borrower will maintain in effect and enforce policies and procedures as may
be required by, and in any event designed to ensure compliance by Borrower and its dircctors,
officers, employees and agents with, Anti-Corruption Laws, applicable AML Laws and applicable
Sanctlions.

5.7.3 If any Principal Person of any Group Member becomes (whether through a
transfer or otherwise) a Prohibited Person, such Group Member shall remove or replace such
Principal Person within [30] days from the date that such Group Member knew or should have
known that such Principal Person became a Prohibited Person.

5.7.4 1If any Group Member (other than the Dorrower) or any Major Projeet
Participant or any of their respective Principal Persons becomes (whether through a transfer or
otherwisc) a Prohibited Person, within [five] Business Days of Knowledge that such Person has
become a Prohibited Person, the Borrowers shall notify Lender and cngage in good [aith
discussions with Lender. The Borrowers shall cause the removal or replacement of such Person
or, il such removal or replacement is not reasonably feasible, the implementation of other

33

296713613.6



mitigation measurcs acceptable to lender, in either case within [60] days of the Borrower
obtaining Knowledge that such Person has become a Prohibited Person.

57.5 The internal management and accounting practices and controls of each
Group Member shall at all times be adequate to ensure that each Group Member and each Principal
Person thereof does not become a Prohibited Person.

5.8 REPORTS; TITLE AND SURVEY MATTERS,

5.8.1 Borrower shall, until the Commercial Opecration Date, deliver or cause to be
delivered to Administrative Agent and the Independent Engineer on or before the [30]th day
following the last day of each calendar manth, monthly reports describing the progress of the
construction of the Project substantially in the form attached hereto as Exhibit J-1 (with copies of
the most recently available monthly progress report received by Borrower under the Construction
Contract, the Construction Management Agreement, the contractors any other construction
contract with respect to the Project).

5.8.2 Borrower shall deliver to Administrative Agent, within [60] days after the
end of cach full fiscal quarter afler the Commercial Operation Date, a reasonably detailed report
with respect to such fiscal quarter (and, in the casc of the first such report, the period between the
Commercial Operation Date and the beginning of such fiscal quarter, if any) regarding cxisting
mark-to-markel exposure under the Commodity Hedge and Power Sale Agreements.

5.8.3 Borrower shall deliver to Administrative Agent, within [45] days after the
end of each month after the Commercial Operation Date, a summary operaling report with respect
to such month (and, in the casc of the first such report, the period between the Commercial
Operation Date and the beginning of such month, if any) substantially in the form of Lxhibit J-2.

5.8.4 Borrower shall on or before the [30]th day following the last day of cach
calendar month provide to Administrative Agent any reports regarding monthly cxposure under
any Encrgy Management Agreement, if any.

(A)  DBorrower shall provide to Administrative Agent such insurance
reports as are required by Exhibit G,

59  EXISTENCE, CONDUCT OF BUSINESS, PROPERTIES, KTC.

Except as otherwise expressly permitted under this Agreement, Borrower shall
(a) maintain and preserve ils cxistence as a public facility corporation in good standing in the State
of Texas, and all material rights, privileges and franchises necessary in the normal conduct of its
business, and (b) obtain and maintain all Applicable Permits.

5.10 LENDER MEETINGS. Borrower will, upon the request of Administrative Agent or
Lender, participate in a meeting of Administrative Agent and Lender once during cach fiscal year
to be held at Borrower’s corporate offices (or at such other location as may be agreed to by
Borrower and Lender) at such time as may be agreed to by Borrower and Lender and all travel and
ather expenses related to such mecting incurred by any party shall be for such party’s own account.
Participants may atlend such meeting by teleconference. Borrower will, upon the request of
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Administrative Agent or Lender, participate in quarterly telephonic update calls with
Administrative Agent and Lender during any quarter in which the annual meeting described in the
preceding sentence is not held.

5.11  OPERATION AND MAINTENANCE OF PROJECT; ANNUAIL FACILITY BUDGET.

5.11.1 Borrower shall construct, keep, operate and maintain the Project, or cause
the same to be constructed, kept, maintained and operated (ordinary wear and tear excepted), in a
manner consistent in all material respects with this Agreement, Prudent Industry Practices and the
objcctive ol minimizing any non-performance charges or penaltics, and make or cause to be made
all maintenance and repairs (structural and non-structural, preventive, extraordinary or ordinary)
necessary Lo keep the Project in such condition.

S.11.2 Borrower shall, as a condition precedent Lo the Project Completion Date and
no later than [45] days before the commencement of each calendar year thereafler, submit a
proposed annual operating plan and budget, detailed by month, ol anticipated revenues and
anticipated expenditurcs under all applicable watcrlall levels set forth in the Indenture (an “Annual
Lacility Budgel™), with respect to such calendar year (or, if the Project Completion Date occurs
during the final [threc] months of the calendar year, for the [irst Annual Facility Budget in respect
of the period through the first full calendar year afler the Project Completion Date) for the prior
review and approval by Lender, such approval not to be unrcasonably withheld, conditioned, or
delayed. Except with respect to the initial Annual Facilily Budget, in the event that, pursuant to
the immediately preceding sentence, the Annual Facility Budget is not approved by Lender (which
approval shall not be unrcasonably withheld, conditioned, or delayed) or Borrower has not
submitted a proposed Annual Facility Budget in accordance with the terms and conditions herein,
an operaling budget including [100]% of the relevant costs sct forth in the Annual Facility Budget
for the immediatcly preceding calendar year (excluding any variable O&M Costs such as amounts
paid or payable for fuel, water, chemicals and other consumables, but including payments made
under the Construction Management Agreement) shall apply until the Annual Facility Budget for
the then current fiscal year is approved. Copics of each final Annual Facility Budget adopted shall
be furnished to the Independent Engineer and Administrative Agent promptly upon its adoption.

5.11.3 O&M Costs and Major Maintenance Expenses shall be madc in accordance
with such Annual Facility Budget, cxcept as set forth in this Section 5.11.3. Borrower may from
lime to time adopt an amended Annual Facility Budget for the remainder of any calendar year Lo
which the amended Annual Facility Budget applies, and such amended Annual Facility Budget
shall be effective as the Annual Facility Budget for the remainder ol such calendar year upon the
consent of Lender 1o such amendment, such consent not to be unreasonably withheld, conditioned,
or delayed. Notwithstanding the foregoing and without necessitating any such amendment,
Borrower may excced the aggregate annual O&M Coslts set forth in any Annual Facility Budget
(including reasonable allowances for contingencies and working capital) by an amount not to
exceed [20]% of the aggregale budgeted amount of fixed O&M Costs for the applicable fiscal year
(excluding any variable O&M Costs such as amounts paid or payable for fucl, water, chemicals
and other consumables, but including payments made under the Construction Management
Agreement).

5.11.4 Borrower shall deliver a forecast of anticipated Major Maintenance
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Expenses topether with each Annual Facility Budget, which forecast shall cover the [ 18] months
following the start of the applicable calendar year or other period covered in such Annual Iacility
Budget.

512 PreSERVATION OF RIGHTS; FURTHER ASSURANCES.

5.12.1 Subject to Section 5.2.2, Borrower shall maintain in full force and ellect
each and every Major I’roject Document and perform (to the exteni not cxeused by force majeure
cvents or the nonperformance of the other party and not subject to a good faith dispute) the
obligations of Borrower under, preserve, protect and defend the material rights of Borrower under
and take all reasonable action necessary to prevent early termination (except by expiration in
accordance with its terms) of each and every Major Project Document, including (where Borrower
in the exercisc of its business judgment deems it proper) prosecution of suits to enforce any
material right of Borrower thereunder and enforcement ol any material claims with respect thereto,
in each case exeept where failure to do so could not reasonably be expected to have a Material
Adverse Liffect. Borrower shall enforce all rights to receive liquidaied damages from any
counterpartly to any Major Project Document, prosecute all claims under the Payment and
Performance Bonds under each Major Project Document, as applicable, and enforee all material
rights, respectively, thercunder.

5.12.2 Upon the reasonable request of any Agenl, Borrower shall execute and
deliver all documents as shall be reasonable, necessary, or that such Agent shall reasonably request
in connection with the rights and remedies of such Agent and Lender under the Credit Documents,
and perlorm such other reasonable acts as may be necessary to carry out the intent ol this
Agreement and the other Credit Documents.

5.13 ADDITIONAL CONSENTS. Unless the Lender has waived such requirement in
writing, Borrower shall (a) cause the applicable counterparty lo any Replacement Project
Document that is a Major Project Document (for which a Consent was previously delivered) as ol
the Closing Date and (b) use commercially reasonable efforls Lo cause the applicable counterparty
to any Major Project Document entered into after the Closing Date (other than any Replacement
Project Document that is a Major Project Document and any Major Projeet Document that is an
easement, right of way, license or other agreement in respect of real property rights) to execule
and deliver to Administrative Agent a Consent in substantially the form of Exhibit D or such other
form as the applicable counterparty may have previously delivered to Administrative Agenl in
connection with this Agreement, in each case with such changes as arc rcasonably acceptable to
[.ender.

5.14 MAINTENANCE OF INSURANCLE. Borrower shall maintain or cause to be maintained
in all material respects on its behalf in effect at all times the types of insurance required pursuant
to Exhibit G, in the amounts and on the terms and conditions specified therein, from the quality of
insurers specified in such Exhibit or other insurance companies of recognized responsibilily
reasonably satistactory to l.ender.

5.15 EVENT OF EMINENT DOMAIN. If an Event of Eminent Domain shall occur with
respect to any material portion of the Project, Borrower shall (a) diligently pursue all its rights to
compensation against the relevant Governmental Authority in respect of such Event of Eminent
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Domain, and (b) not, without the written consent of Lender(which consent shall not be
unrcasonably withheld, conditioned, or delayed), compromise or settle any claim against such
Governmental Authority if such compromise or settlement results in payments in cxcess of
$14,500,000] or could reasonably be expecled to have a Material Adverse Effect.

516  Srecian Porrose Exnrry.

5.16.1 Borrower shall conduct its business solely in its own name through its duly
authorized dircctors, officers or agents so as not to mislead others as to the identity of the company
with which those others are concerned, and particularly will avoid the appearance of conducling
business on behalf of any other entity or thal its assets or the assets of any other entity are available
Lo pay the creditors of such other entity. Without limiting the pencrality of the forcgoing, all oral
and written communications of Borrower, including, without limitation, letters, invoices, purchase
orders, contracts and statements, will be made solely in the name of Borrower.

5.16.2 Borrower shall comply in all material respects with all organizational
formalitics Lo maintain its separate existence.

5.16.3 Dorrower shall keep its assets and its liabilitics wholly scparate from thosc
of all other cntitics.

5.16.4 Borrower shall maintain full and complete financial records in accordance
with GAAP.

5.17 THE PaTrior Acr. Borrower shall comply with the disclosure requirements
pursuant to Section 11.19,

5.18 PUHCA EXEMPTION AND GOVERNMENT APPROVAL. Borrower shall take or
cause Lo be taken all necessary or appropriate actions so that:

(a) Borrower and the Project are not subject to PUHCA pursuant to 42
U.S.C. § 16456 (2), (4) as an agency, authority, or instrumentality of a political subdivision of the
State of T'exas, and, therefore, are not subject to requirements applicable (o an Eligible Facility or
an Cxempt Wholesale Generator; and

(b)  Borrower and the Project shall in cach casc not be subject Lo, or shall
be exempt from, regulation by the PUCT as an “cleetric utility,” “transmission and distribution
utility,” “retail electric provider” or “public utility” as defined in PURA.

5.19 CONSTRUCTION OF THE PROJECT; FINAL COMPLETION.'

(a) Burrower shall construct, or cause the construction of, the Project in
all material respects in accordance with the Construction and CEquipment Contracts and the
approved plans and specilications thercunder, Prudent Industry Practices, Applicable Permits and
Legal Requirements.

I'NTD — To be conformed to final form of Major Project Documents.
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(b)  Borrower shall use commercially reasonable cfforts to cause Final
Completion under the Construction Contract to be achicved prior to the “[ Guaranteed Facility Final
Completion Date]” (as defined in the Construction Contract) under the Construction Contract, as
such date may be adjusted in accordance with the Construction Contract and this Agreement.

(c)  Borrower shall cause the Project to complete the [Final Completion
Functional Tests] (as defined in the Construction Contract) for each Unit (as defined in the
Construction Contract) and Lo achicve under the Construction Contract: (i) the [Availability
Guarantee] (as defined in the Construction Contract), (i) the [Facility Reliability Guarantee] (as
defined in the Construction Conitract), (iii) the |Near lield Noise Guaranices], (iv) the [Iacility
Noise Guarantees] (as defined in the Construction Contract) (or otherwise to agree upon a [Facility
Notice Mitigation Plan] (as deflined in the Construction Contract) reasonably acceptable to the
Il.ender and the Construction Contractor has commenced the |[Work] (as defined in the
Construction Contracf) under the Facility Noise Mitigation Plan), and (v) the [Emissions
Guarantees], in each case, by no later than the date that is [270] days after Commercial Operation
(as such date may be extended with the consent of the I.ender, which such consent shall not be
unreasonably withheld, conditioned or delayed).

5.20 INDEPENDENT ENGINEER; PERFORMANCE TESTS. Borrower shall permit 1.ender
and its designees and the Independent Engineer to wilness and verify the Performance Tests to the
extent reasonably requested by Lender and the Independent Engineer. Borrower shall give I.ender
and the Independent Engineer notice regarding any proposed Performance Test promptly
following Borrower’s receipt of such notice (and, in any event, no less than [five] Business Days
prior to any Performance Test). Borrower shall forward to Lender and the Independent Engincer
the procedures to be used in the conduct of the Performance Test in connection with such notice.
If, upon completion of any Performance Test, Borrower belicves that such Performance Test has
been satisfied, it shall so notily Administrative Agent and the Independent Engineer and shall

deliver a copy of all test results supporting such conclusion, accompanied by reasonable supporting
dala.

521 RiISK MANAGEMENT PoLiCY. On or before the [six] month anniversary of the
Closing Date, Borrower shall establish a risk management policy (the “Risk Management Poliey™),
which shall be consistent with customary industry practice and be in form and substancc
reasonably acceptable to Tender. Borrower shall maintain in effect and comply in all material
respects with its Risk Management Policy. Borrower shall not modify the Risk Management Policy
without the cxpress written consent of Lender (which consent shall not be unrcasonably withheld,
conditioned, or delayed). The Risk Management Policy shall include, inter alia, (a) a description
of the products covered by the Risk Management Policy which may include, but shall not be
limited to, the forward sale and purchase of electrical energy, heat rates, heat rate options, and
financial transmission rights on a physical and/or financial basis, (b) delegation and limits of
authority, (c) specification of dollar and term thresholds for risk exposure, (d) a description of the
process for approval of long-term, short-term and all other structured (ransactions proposed to be
entered into by Borrower, and (&) procedures lor the approval of other risk management
transactions (managing the futurc intrinsic and extrinsic value of the Project).

5.22 Tax STATUS. The Borrower shall take all rcasonable steps to maintain its current
classification for U.S. federal, and applicable state, local, foreign income or franchise tax purposes,
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and shall not take any action contrary to such classilication without prior written consent or
authorization from the Lendcr.

523 ERCOT Maurker., Borrower shall take or cause to be taken all rcasonably
necessary or appropriate actions so thal it is eligible to participate in the ERCOT energy, capacity
(o the extent applicable in ERCOT) and ancillary services markets.

5.24 Securrry. The Borrower hereby covenants and agrees to sccurc and repay the
Loans and accrued interest thercon by delivery to the Lender upon cach Loan Request Date of
Bonds in a principal amount equal to the Loan funded on such l.oan Request Date and the
Borrower shall levy charges for clectricily and ancillary services under the Power Sales Agreement
for the payment of principal of and interest on the Bonds sccuring the Loans that the Borrower’s
annual budget, beginning the year in which this Agreement becomes effective, shall reflect the
amount of principal and interest on, and scheduled redemption price for, the Bonds to become duc
in the next succeeding fiscal year of the Borrower. If Texas law is amended at any time while the
Loans are outstanding and unpaid such that the pledge of revenues granted by the Borrower
pursuant to this Scction [5.24] is to be subject to the filing requirements of Chapter 9, Texas
Business and Commerce Code, then in order to preserve to the Lender the perlection of the security
interest on the Trust Estate, the Borrower agrees to take such measures as it determines arc
reasonablc and necessary under Texas law to comply with the applicable provisions of Chapter 9,
Texas Business and Commerce Code, and enable a filing to perfect the security interest in said
pledge to occur. The Borrower here covenants and agrees that it will perform all its obligations
under the Indenture,

5.25 PERFORMANCE COVENANT. Dorrower shall ensure that, on and afier the
Commercial Operation Date, the Project maintains a PAF of at least 85% and a POF no greater
than 15% evaluated monthly, over a trailing 12-month period; provided that if less than 12 full
calendar months have elapsed since the Project Completion Date, the calculation period shall be
the actual period of up to 12 full calendar months that have occurred afler the Commercial
Operation Date. The obligations of Borrower under this Scction 5.25 shall survive the termination
of this Agreement and the repayment of Borrower’s Obligations until the Scheduled Maturity Date.

526 FINANCIAL COVENANTS.

5.26.1 Debt to Eligible Project Cost Ratio. The Borrower shall, at all times during
the Availability PPeriod, maintain a Loan-lo-Project Cost Ratio no greater than the Maximum 1.oan-
to-Project Cost Ratio.

5.26.2 Debt Service Coverage Ralios. The Borrower shall, as ol any Principal
Repayment Date, maintain (i) a Historical Debt Service Coverage Ratio of no less than 1.00:1.00
for the immediately preceding 12-month period cnding on such Principal Repayment Date, and
(1i) a Projected Debt Service Coverage Ratio of not less than 1.00:1.00 for the next succeeding 12-
month period commencing on such Principal Repayment Dale.

ARTICLE 6
NEGATIVE COVENANTS

Borrower covenants and agrees that until the Discharge of Obligations:
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6.1 CONTINGENT LIABILITIES. Except as provided in this Agreement, Borrower shall
not become liable as a surety, guarantor, accommodation endorser or otherwise, for or upon the
obligation of any other Person; provided that this Section 6.1 shall not be deemed to prohibit or
otherwise limit the incurrence of Permitted Debt.

6.2  LIMITATIONS ON LIENS. Borrower shall not create, assume or suffer Lo exist any
Lien on its propertics, the Project or on any of the Project, real or personal, whether now owned
or hereafter acquired, except Permitted Licns.

6.3  INDEBTEDNESS. Borrower shall not incur, create, assume or permit to exist any
Debt except Permitted Debt.

0.4 SALE, LEASE OR TRANSFER OF AsSETS. Borrower shall not scll, lease, assign,
transfer or otherwise dispose of assels, or grant any option or other right to purchase, leasc or
otherwise acquire assels, in cach case, whether now owned or herealier acquired, cxeept that
Borrower shall be entitled to:

(a) scll, lease, assign, transfer or otherwise dispose ol asscts in the
ordinary course of its business and as contemplated by the Operative Documents (including sales
in the “spot” market or merchant sales of any portion or all of the Project’s capacity, cnergy,
cnvironmental attributes, ancillary services and other services);

(b) scll, lease, assign, transfer or otherwise dispose ol asscts to the
extent that such asset is worn out or no longer uscful or usable in connection with the operation or
maintenance of the Project (including, without limitation, an interest in any construction laydown
or access area or other Real Property that is no longer necessary for the construction of the Project);

(c) upon any equipment failure, replace such [ailed equipment with
comparable equipment;

(d) grant cascments or other interests in real properly relaled to the
Project to other Persons so long as such grant is in the ordinary coursc of business, would constitute
a Permitted l.ien and could not reasonably be expected to materially interfere with Borrower’s
ability to construct or operate the Project, sell or distribute power therefrom or perform any
material obligation under any Operative Document;

(¢)  sell, transfer or dispose of Eligible Investments; and

(f) sell, lease, assign, transfer or otherwise dispose of assets pursuant to
a sale or series of related assct sales the proceeds of which shall not execed $[5,000,000] in the
aggregate in any calendar year and $[10,000,000] in the aggregate during the term of this
Agreement, so long as the proceeds of such sale, lease, assignment, transfer or other disposition
arc applied in accordance with the Indenture.

6.5 CHANGES. Borrower shall not change the nature of its business or expand its
business beyond the business contemplated in the Operative Documents. Borrower shall not amend
the Power Supply Agreement without the prior written consent of the Lender.
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0.0 IISTRIBUTIONS.

6.6.1 Conditions to Distributions. Except as provided in Section 6.6.2, Borrower
shall not directly or indirectly, make any payment from the Facility Fund (as defined in the
Indenture) unless the following conditions have been satisfied (such conditions, “Restricted
Payment Condilions™):

(a) the Project Completion Date shall have oceurred;

(b)  no Event of Default or Default has oceurred and is continuing as of
the date of such applicable Restricted Payment, and such Restricted Payment would not cause an
Event of Default or Default;

(c) no Material Adverse Effect has occurred as of the date of such
applicable Restricted Payment, and such Restricted Payment would not causc a Material Adverse
Liffect;

(d)  no Delault in respect of the Performance Covenant shall have
occurred within during the trailing 12-month period;

(e) such Restricted Payment is on a date occurring within [30] days aller
the immediately preceding Payment Date and no other Restricted Payment shall have been made
during such [30] day period;

(f) the Projected Debt Service Coverage Ratio as of [the next scheduled
Principal Repayment Date] is not less than 1.00:1.00 for the next succeeding 12-month period
commencing on such Principal Repayment Date; and

(g) in connection with such Restricted Payment, no earlier than [16]
Business Days and no later than [5] Business Days prior to the making of such Restricted Payment,
a Responsible Officer of the Borrower shall have delivered a certificate in the form ol Exhibit H
(Form of Restricied Payment Certificate) either: (i) certifying that: (A) there are no material
changes to the Base Case I'inancial Model most recently approved by |.ender; and (B) there are no
material changes to the assumptions therein; or (ii) accompanied by a certificd updated Base Case
Finaneial Model, in form and substance satisfaclory to Lender.

6.6.2 Certain Distributions Permitted. Nothing in this Scction 6.6 shall prohibit
or otherwise limit, subject to satisfaction of any applicable conditions contained in the other
provisions of this Agreement and the other Credit Documents (which conditions shall not include
the Restricted Payment Conditions):

(a) any Closing Date Distribution included in the llow of Funds
Memorandum;

(b)  the payment of all amounts due and payable to the counterparty
pursuant to the Construction Management Agreement as in effect on the Closing Dale.
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(c) the payment of any amounts authorized under the Indenturc;
provided, however, any distributions from the Facility Fund under the Indenture shall only be made
after the Borrower has obtained the written consent of the Lender.

6.7  INVESTMENTS. Borrower shall not make any investments (whether by purchase of
stocks, bonds, notes or other securitics, loan, extension of credit, advance or otherwise) other than
Eligible Investments.

6.8 PARTNERSHIPS, ETC. Borrower shall not become a general or limited partner in any
partnership or a joint venturer in any Joint Venture or create and hold stock in any subsidiary.

6.9  DIssOLUTION; MERGER. Borrower shall not liquidate or dissolve, or combine,
merge or consolidate with or into any other entity, or change its legal form, or implement any
material acquisition or purchase of assels consisting of a business or line of business from any
Person, or change the nature of its business, or purchase or otherwise acquire all or substantially
all of the assects of any Person.

6.10  AMENDMENTS TO AND TERMINATION OF CERTAIN DOCUMENTS.

6.10.1 Borrower shall not amend or otherwise modify, give any consent, waiver or
approval under (including any waiver of any default under or brecach of any Major Project
Document to which it is a parly), or agree to termination of, in each case, any Major Project
Document to which it is a party (each such amendment or modification, conscnt, waiver or
approval being referred to herein as a “Project Document Modilication™) without the prior written
consent of the I.ender, provided, however:

() subject to Section 6.10.1(b), the following Project Document
Modifications shall be permitted without the consent of the Lender:

(i) any Project Document Maodification for the purposes of
incurring any expenditure permitted under Section 6.21.1;

(ii)  any change order permitted under and in accordance with
Scction 6.21.2:

(iii)  the extension of the term of a Major Project Document on
substantially the same terms and conditions then in efleet (or on more favorable terms and
conditions to Borrower);

(iv) any Project Document Modification which (x) is not,
individually or in the aggregate when taken together with previously executed Project Document
Modifications, adverse to Borrower, the Project or the interests of the Lender in the Trust Estate
and (y) could not reasonably be expected to require the expenditure by Borrower of more than
$[5,000,000] annually or more than $[15,000,000] for the full term of the applicable Major Project
Document, in each case, as certified by Borrower and Borrower provides to Administrative Agent
a true, correet and complete copy of cach such Projeet Document Modification; or

(v)  ministerial or administrative amendments, modifications,
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waivers, consents and approvals that are not material in nature.

(b)  The following Project Document Modifications shall require the
prior writlen consent ol Lender (not Lo be unrcasonably withheld, conditioned or delayed):

(i) [any extension or postponement of [“Substantial
Completion]”, “[Facility Substantial Completion]”, “|Facility LFinal Completion]”, “[Final
Completion]”, *[Guaranteed Substantial Completion Date]”, “[Event ol Delault]” or any related
concepts under the Construction and Equipment Contracts, or the guaranteed completion date
referred to in Section [e] of the Construction Conltracl or any rclated concepts under the

Construction Contract;]”

(ii)  any cxtension of any deadline for payment of any liquidated
damages under the Construction and Equipment Contracts;

(iii) any modification of any minimum performance levels or
performance guarantee to reduce the level of such minimum or guaranteed performance under any
Construction and Equipment Contract;

(iv)  any reduction of any liquidated damage amount under the
Construction and Equipment Contract;

(v) any changes to the definition of, procedures for, or results of
the Performance Tests;

(vi) any modification of the limitations of liability, warranty,
event of default or force majeure provisions ol the Construction and Equipment Contracts;

(vii) any increase in the fees or costs payable under the
Construction Management Agreement;

(viii) any Project Document Modification of the Construction
Contract (other than Project Document Modifications permitted in accordance with Section 6.21),
the Gas Supply Agreement (other than ministerial or administrative amendments, modifications,
waivers, consents and approvals); and

(ix)  any Project Document Modification that could reasonably be
expected to have a Material Adverse Effect.

6.10.2 Borrower shall not without the prior written consent of Lender, such consent
not to he unreasonably withheld, conditioned, or delayed so long as no Event of Default has
occurred and is continuing, amend, supplement, waive or otherwise modify the organizational
documents of Borrower, il the resull could rcasonably be expected to have an adverse effect on
the Lender or their rights or remedies under the Credit Documents in any material respect.

6.10.3 Borrower shall not scck to or petition to amend, modify, supplement or take

INTD: To he conformed to final form of Major Project Documenis, as applicable.
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any similar actions with respect to any Applicable Permit, except for such amendments,
modifications, supplements or similar actions that (a) are required by lLegal Requirements or
(b) could not reasonably be expected to have a Material Adverse Effect.

6.10.4 Borrower shall not amend or otherwise modify the Construction
Management Agreement if such amendment or modification (a) reduces, in any material respect,
the scope of services to be provided thereunder or (b) increases the aggregate amount of the fees
payable annually thercunder by Borrower (other than reimbursecment or indemnification
obligations and amounts intended to reimburse for costs of the applicable counterparty).

6.10.5 Borrower shall not enter into any new Project Contract that is a construction
management support agreement unless such agreement is in the best interest of, and on terms fair
and rcasonable fo, Borrower and the construction management supporl scrvices provider

thereunder is an Affiliate of Borrower, a Qualified Services Provider or otherwise reasonably
acceplable lo Lender.

6,11 NAME AND LOCATION; FISCAL YEAR. Borrower shall not change its name, its
jurisdiction ol organization, the location ol ils principal place ol business, ils organization
identification number or its fiscal year without providing [30] days prior written notice to
Administrative Agenl.

6.12 AsSSIGNMENT. Borrower shall not assign its rights hereunder, under the other Credit
Documents or under any Major Project Document to any Person, excepl as sel forth in this
Agreement and the other Credit Documents.

6.13 HAZARDOUS SUBSTANCES. Borrower shall nol Release inlo the Environment any
Hazardous Substances (a) in violation of any linvironmental Laws, Legal Requirements or
Applicable Permils or (b) in a quantity, type or location that would lead to liability (contingent or
otherwise) pursuant to Environmental Laws, Lepal Requirements or Applicable Permits. Should
such a Release oceur, Borrower shall timely report the Release Lo the appropriate Governmental
Authorities if required by applicable Environmental Law and promptly and diligently remediate

the Release in compliance with all applicable Governmental Rules (including Environmental
Law).

6.14  ADDITIONAL PROJECT DOCUMENTS. Borrower shall nol enter inlo, become a parly
to, or become liable under any Additional Project Document without the consent of Lender to the
extent entering into such Additional Project Document could reasonably be expecled Lo have a
Material Adverse Effect or require annual payments in excess of $]15,000,000].

6.15  AssiGNMENT BY THIRD PArRTIES. Withoul prior written consent of Lender or
unless provided in a Consent, Borrower shall not consent to the assignment of any obligations

under any Major Project Document by any counterparty thereto other than to a Replacement
Obligor.

6.16  AcQuISITION OF ReAL Prorerry. Borrower shall not acquire or lease any
material real property or other material interest in real property (excluding the acquisition of any
easements or licenses, or the acquisition (but not the exercise) ol any options Lo acquire any such
interests in rcal property) other than the Site and other interests in real property acquired on or
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prior to the Closing Dale, unless Borrower shall have delivered to Administrative Agent an
Environmental Assessment with respect to such real property and, if a “Phase 1" environmental
site assessment is recommended by the consultant that performed the Environmental Assessment
after consultation with Lender, a *Phase IT” environmental site assessmenl with respect to such
property, in each case, along with a corresponding reliance letter from the consultant issuing such
sile assessment(s), conlirming, in [orm and subslance reasonably salislaclory to Lender, cither that
(a) no Hazardous Substances were found in, on or under such real property of a nature or
concentrations that has imposed or would imposc on Borrower a material liability under
Environmental Law or (b) the conditions and risks associated with such Hazardous Subslances
were otherwise being dilipently addressed in accordance with the requirements of Environmental
Law and the expected timing ol addressing such condilions and risks.

6.17  USE OF SITE, Borrower shall not use, or permit to be used, the Site for any purpose
other than for the construction, operation and maintenance of the Project and ancillary uses
reasonably related thereto as contemplated by the Operative Documents or to provide access rights
to neighboring landowners, easement holders and tenants, in each case to the extent that such
access rights constitute Permitted Liens and would not jeopardize Borrower’s status as an Exempl
Wholesale Generator.

6.18 HEDGING AGREEMENTS. Borrower shall nol enler into any Hedging Agreements
except any Permitted Commodity Hedge Agreement.

6.19 LEASE TRANSACTIONS. Borrower shall not enter into any transaction after the date
hereof for the lease of any assets, whether operating leases, capital leases or otherwise, other than
any one or more of the following: (a) any lease constituting Permitted Debt, (b) leases of
automobiles, ofTice equipment or other real or personal property pursuant to which the annual lease
payments by Borrower do not exceed $[4,000,000] in the aggregate in any fiscal year, (c) any
transactions contemplated in the then applicable Annual Facility Budget, and (d) any lease
consented to by Lender (such consent not to be unreasonably withheld, conditioned, or delayed).

6.20 CAPITAL EXPENDITURES, After Project Completion, Borrower shall not make any
Capilal Expenditures other than Permitted Capital Expenditures, Capital Expenditures consistent
with the Annual Facility Budget and Emergency Operating Costs to the extent such costs are
Capital Expenditures and to the extent such Capital Expenditures are funded from Additional Open
Market Bond Funding.

6.21 CONSTRUCTION BUDGET CONTINGENCY; CHANGE ORDERS.
6.21.1 Changes to Construction Budgel.

(a) Subject to Sections 6.21.1(b) and 6.21.1(c), Borrower may, without
the consent of the Lender:

(i) amend, revise or modify the Construction Budget lo
reallocate the “contingeney™ line item specified in the Construction Budget to any other budget
categories (other than any line items pertaining to a transaction with an Affiliale) up to
$[30,000,000] in the aggregate and thereafter, in respect of individual items that are less than
$[10,000,000], until the aggregate amount of such reallocations is $[45,000,000];
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(i)  reallocatc any savings, to the extent confirmed by the
Independent Engineer, in any linc item specified in the Construction Budget to any other line item
in the Construction Budget (other than any line items pertaining to a transaction with an Affiliate);

(iii)  amend, revise or modify the Construction Budget so long as
such amendment, revision or modification is required in connection with (i) any actions in respeet
of any Project Document permitled pursuant to Section 6.10 without the consent of Lender or
(ii) any Additional Project Document permilled to be entered into pursuant to Section 6. 14 without
the consent of [.ender.

(b) Subject to Section 6.21.1(c), after giving effect to all other
reallocations, amendments, revisions or modifications pursuant to Section 6.21.1(a) equal to or
exceeding $[30,000,000], any reallocation, amendment, revision or modification of the
“contingency” line item specified in the Construction Budget in respect of individual items equal
to or exceeding $[5,000,000] shall require the approval of the Lender (such consent nol to be
unrcasonably withheld, conditioned, or dclayed).

() Any reallocation, amendment, revision or modification ol the
Construction Budget in excess of $[45,000,000] shall require the approval of Lender.

Borrower shall promptly deliver to Administrative Agent a copy of any revisions
to the Construction Budget effected without the consent of Lender pursuant to this Section 6.21.1.

6.21.2 Change Orders. Borrower shall not accept, approve or otherwise enter into
any change order (or similar amendment) under any Construction and Equipment Contract without
the prior consent of Lender (acting in consultation with the Independent Iingineer, such consent
not to be unreasonably withheld, conditioned, or delayed so long as no Event of Default has
occurred and is continuing), provided that no such consent shall be required if (x) such change
order (or similar amendment) is contemplated in the Construction Budget or is funded solely
pursuant to the contingency line item in the Construction Budget to the extent permitted under
Section 6.21.1 above without the consent of Lender, (y) such change order (or similar amendment)
is immaterial, is ol a tcchnical nature and is without monelary impact or the monetary impact is
less than $[10,000,000] or (7) such change order (or similar amendment) (i) is funded solely by
Additional Open Market Bond Funding and (ii) would not requirc the consent of I.ender pursuant
to Section 6.10.1(b), provided, further, that notwithstanding anything to the contrary in this
Section, no change order (or similar amendment) may be cntered into in connection with the
Construction Contract that could reasonably be expected to cause the aggregale price under the
Construction Contract, to cxceed the amount of the Payment and Performance Bonds by greater
than $[15,000,000], unless, promptly, but in any cvent within [fifteen] Business Days, following
the execution of such change order (or similar amendment), Borrower has provided lo
Administrative Agent evidence that the amount of such Payment and Performance Bonds has been
increased to equal the increased price under the Construction Contract, as amended by such change
order (or similar amendment).

6.22 TPERFORMANCE TESTS AND SUBSTANTIAL COMPLETION. Borrower shall not
aceepl the results of any Performance Test or any notice of Substantial Completion under the
Construction and Equipment Contracts without the prior consent of Lender in consultation with
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the Independent Engincer.

6.23  AnNTI-TERRORISM; AML LAWS; ANTI-CORRUPTION: SANCTIONS. Borrower
shall, and shall cause each other Group Member to:

(a)  not lend, contribute or otherwise make available any procceds ol the
Loans, directly or indirectly, to any Person that (i) is, or is an Afliliatc ol a Person that is a
Sanctioned Person or Sanctioned Country, or is described by or designated in any Anti-Terrorism
Order, (ii) is, or is an Affiliate of a Person that is, in violation of the Sanctions, AML Laws, Anti-
Corruption Laws or Anti-Terrorism Laws; or (iii) has, or is an Alliliate of a Person that has, been
convicted of money laundering (under any AML Laws, including 18 U.S.C. Scctions 1956
or 1957), which conviction has not been overturned, in cach case, lo the extent that such
contribution or provision of such proceeds would be prohibited by the Sanctions, AML Laws,
Anti-Corruption Laws or Anti-Terrorism Laws or would otherwisc cause any Person to be in
breach of the Sanctions, AML Laws, Anti-Corruption Laws or Anti-Terrorism |.aws;

(b)  not fund all or part of any repayment under the Loans out of
proceeds derived from transactions which would be prohibited by the Sanctions, AMI. |Laws, Anti-
Corruption Laws or Anti-Terrorism Laws or would otherwise cause any Person to be in breach of
any Sanctions, AMI. Laws, Anti-Corruption Laws or Anti-Terrorism Laws applicable to them;

(c) not request any Borrowing, and Borrower shall not use, and shall
procure that its directors, officers, employces, Alffiliates and agents shall not use, directly or
indirectly, the procecds of any Borrowing (i) in furtherance of an offer, payment, promise to pay,
or authorization of the payment or giving of moncy, or anything else of value, to any Person in
violation of any Anti-Corruption Laws or AML Laws, (ii) for the purposc of lunding, financing or
facilitating any activitics, business or transaction of or with any Sanctioned Person, or in any
Sanctioned Country, or involving any goods originating in or with a Sanctioned Person or
Sanctioned Country, or (iii) in any manner that would result in the violation of any Sanctions by
any Person (including any Person participating in the transactions contemplated hercunder,
whether as underwriter, advisor, lender, investor, hedge provider, agent or otherwise); and

(d)  ensure that appropriate controls and safeguards are in place designed
to prevent any proceeds of the Loans from being used contrary to clauses (a) through (¢) above.

6.24  AUDITORS AND ACCOUNTING, No Group Member or Major Project Participant
shall become (whether through a transfer or otherwise) a Prohibited Person.

6.25 AUDITORS AND ACCOUNTING. Borrower shall not change its independent certified
accountant (unless as a result of a corporate reorganization or restructuring of such accountant) or
make any material change in its accounting policies or financial reporting practices without
consent of Lender (such consent not to be unreasonably withheld, conditioned, or delayed).

ARTICLE 7
EVENTS OF DEFAULT; REMEDIES

7.1 EVENTS OF DEFAULT. The oceurrence of any of the following cvents shall
constitute an event of default (cach, an “Event of Default™) hercunder:
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7.1.1  Failure to Make PPayments. Borrower shall [ail to pay, in accordance with
the terms of this Agreement (a) any principal on any Loan on the date that such sum is due, (b)
any interest on any Loan within [three] Business Days after the dale such sum is due, (c) any
scheduled fee, cost, charge or sum (not referred Lo in clause (a) or (b) of this Section 7.1.1) duc
hereunder or under any other Credit Documents within [eight] Business Days of the date that such
sum is due, or (d) any other fee, cost, charge or other sum duc under this Agreement or the other
Credit Documents within [live] Business Days after Administrative Agent has provided written
notice o Borrower that such sum is due.

7.1.2  Bankrupicy; Insolvency. The Borrower shall become subject to a
Bankrupley Event.

7.1.3  Cross Defoults. Borrower shall default for a period beyond any applicable
grace period (4) in the payment of any principal, interest or other amount due under any agreement
involving Debt (other than Debt under the Credit Documents) and the oulstanding amount or
amounts payable under any such agreement equals or exceeds $[10,000,000] in the aggregale,
(b) in the performance of any obligation due under any agreement involving such Debt if pursuant
to such default, the holder of the obligation concerned has accelerated the maturity of any such
Debt evidenced thereby which equals or exceeds $[10,000,000] in the aggregale or (¢) on and after
Project Completion, any “event of default” or “termination event™ shall occur under any Permitted
Commodity Iedge Agreement or any other failure to make any payment or to perform any
obligation due under any Permitted Commodity Hedge Agreement if the effect thereof is to cause
outstanding amounts to become payable by Borrower thereunder in excess of $[10,000,000].

7.1.4 Breach of Terms of Agreement.

(a)  Delaults Without Cure Periods. Borrower shall fail to perform or
observe any ofl the covenants set forth in Sections 5.1 (Use of Proceeds), 5.4.3 (Nofices),
5.9(a)(Existence), 5.14 (Maintenance of Insurance), 5.16 (Special Pwrpose Entity), 5.11(Patriot
Act) or Article 6 (Negative Covenants).

(b)  Other Defaults. Borrower shall fail to perform or observe any of its
covenants set forth hercunder or any other Credit Document not otherwise specifically provided
for in Section 7.1.4(a) or elsewhere in this Article 7, and such failure shall continue unremedied
(i) for a period of [30] days after Borrower has Knowledge thercof or receives written notice
thercof from Administrative Agenl.

7.1.5  Unenforceability of Credit Documenis. AL any lime after the execution and
delivery thercof, any material provision of any Credit Document shall cease to be in [ull force and
effect (other than by reason of the satisfaction in full of the Obligations of Borrower or any other
termination of a Credit Document in accordance with the terms hereof or thereol), any Credit
Document shall be declared null and void by a Governmental Authority of competent jurisdiction,
the Borrower or any other Person contests in writing the validity or enforceability of any provision
of any Credit Document or the Borrower or any other Person denics in writing that it has any or
further liability or obligation under any Credit Document, or purports in writing to revoke,
terminate or rescind any Credit Document.
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7.1.6  Misstatements; Omissions. Any representation, warranty, certification,
statement of fact made or deemed made by or on behalf of Borrower herein, in any other Credit
Document or in any document or certificate delivered in connection herewith or therewith shall be
incorrect or misleading in any malerial respect when made or deemed made.

7.1.7 Project Document Defaults.

(a) Borrower Breach. Borrower shall be in breach in any material
respect of, or in default in any malerial respect under, a Major Project Document and such breach
or delault shall continue unremedied for the period ol time under such Major Project Document
which Borrower has available o it in which to remedy such breach or default.

(b)  Project Completion Longstop Date. The Project Completion shall
not have oceurred by the Project Completion Longstop Date.

7.2 Remedies. Other than with respect to a Default under the Performance Covenant,
upon the occurrence and during the continuation of an Event of Default, the I.ender may, without
further notice of default, presentment or demand for payment, protest or notice of non-payment or
dishonor, or other notices or demands of any kind, all such notices and demands (other than notices
expressly required by the Credil Documents) being waived, exercise any or all ol the following
rights and remedics, in any combination or order that Lender may elect, in addition to such other
rights or remedies as the Lender may have hereunder, under the Credit Documents or at law or in

equity:

7.2.1 Rights as Holder of Bonds. Excreise any remedies available under the
Indenture to 1lolders of Bonds issucd (hereunder.

7.2.2 Rights Under TEF Act. To the extent permitted under applicable Texas law,
dircel the Indenture I'rustee to petition a court of compelent jurisdiction to appoint a receiver over
the I'rust Estate to enforce the rights of Holders under the Indenturc and the Power Sales
Agreement in accordance with the provisions of Scction 34.0108 of the TEF Act.

7.2.3 No Further Loans or Letter of Credit, Cancel all Commitments, reluse, and
Administrative Agent, and Lender shall not be obligated, lo continue any Loans, make any
additional T.oans, and no Agent shall be required, to make any payments, or permit the making of
payments, from any Account or any Loan proceeds or other funds held by such Agent under the
Credil Documents or on behalf of Borrower; provided that in the case of an Event of Default
occurring under Section 7.1.2 with respect Lo Borrower, all such Commitments shall be cancelled
and terminated without further act of any Agent or Lender.

7.3 Performance Covenant Remedy. With respect to the Performance Covenant set
forth in Scction 5.25, the sole remedy available to the Lender shall be a right, by action in
mandamus or for specific performance, to compel perlformance of the Borrower’s obligation to
meet the requirements of the Performance Covenant,

ARTICLE 8
SCOPE OF LIABILITY
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Notwithstanding anything in this Agreement or the other Credit Documents to the
contrary, nonc of the Lender or its Agents shall have any claims with respect to the transactions
contemplated by the Credit Documents against Affiliates of the Borrower or any present or future
holder (whether direet or indirect) of any Securities of Borrower or any of its respective Affiliates
(other than the Borrower), officers, directors, employees representatives, controlling persons,
cxeculives or agents (collectively, but in any case, excluding the Borrower, the “Non-Recourse
Persons™), such claims against such Non-Recourse Persons (including as may arise by operation
ol law) being cxpressly waived hereby; provided that the loregoing provision of this Article 8 shall
not (i) constitule a waiver, release or discharge (or otherwise impair the enlorceability) of any of
the Obligations, or of any of the terms, covenants, condilions, or provisions of this Agreement or
any other Credit Document and the same shall continue until fully paid, discharged, obscrved or
performed, (ii) constitute a waiver, release or discharge ol any licn or sceurity interest purported
to be created pursuant to the Credit Documents, (iii) limit or restrict the right ol any Agent or
Lender (or any assignee, beneficiary or successor to any ol them) to name the Borrower or any
other Person as a defendant in any action or suit for a judicial foreclosure or for the exercise of any
other remedy under or with respect to any Credit Document, or for injunction or specific
performance, so long as no judgment in the nature of a deficiency judgment shall be enforced
against any Non-Recourse Person, (iv) [reserved], (v) affect or diminish in any way or constitute
a waiver, release or discharge of any obligation, covenant, or agreement made by any of the Non-
Recourse Persons (or any security granted by the Non-Recourse Persons in support of the
obligations of any person) under or in connection with any Credit Document (or as security for the
Obligations of Borrower), (vi) limit the right of Lender to name any Non-Recourse Person as a
party to any action Lo the exlent necessary to enforce this Agreement, any other Credit Document,
(vii) relcase Borrower from its obligations under the Security Agreement, or (viii) limit the liability
of (1) any Person who is party to any Project Contract with the Borrower or has issucd any
certificate or other statement in connection therewith with respect to such liability as may arise by
reason of the terms and conditions of such Project Contract (but subject to any limitation of liability
in such Project Contract), certificate or statement, (2) any Person party to any Credit Document or
(3) any Person rendering a legal opinion pursuant to any Credit Document, in cach casc under this
clause (ix) relating solely to the liability ol such Person as may arise under such referenced

survive the Discharge of Obligations.

ARTICLE 9
AGENTS; SUBSTITUTION

9.1  REeLIANCE. Each of the Agents shall be entitled to rely upon, and shall not incur
any liability for relying upon, any certificate, notice or other document (including any cable,
telegram, facsimile, electronic mail or tclex) believed by it to be genuine and correct and Lo have
been signed or sent by or on behalf of the proper Person or Persons, and upon advice and statements
of legal counsel, independent accountants and other experts selected by it. Each of the Agents also
may rely upon any statement made to it orally or by telephone and believed by it to have been
made by the proper Person, and shall not incur any liability for relying thereon. Each of the Agents
shall in all cases be fully protected in acting, or refraining from acting, in accordance with wrillen
instructions signed by Lender. As to any other matters not expressly provided for by this
Agreement, none of the Agents shall be required to take any action or exercise any discretion, but
shall be required to act or o refrain from acting upon instructions of Lender (except that none of
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the Agents shall be required to take any action which exposes such Agent to personal liability or
which is contrary (o this Agreement, any other Credit Document or any Legal Requirement). Iiach
ol the Agents shall in all cases (including when any action by such Agent alone is authorized
hereunder, if such Agenl elects in its sole discretion to obtain instructions [rom Lender) be fully
proteeted in acling, or in refraining from acting, hereunder or under any other Credit Document in
accordance with the instructions of Lender, and such instructions of Lenders and any action taken
or failure to act pursuant thereto shall be binding on all of the Agents.

9.2  DEFAULTS; MATERIAL ADVERSE EFricT. None of the Agents shall be deemed Lo
have knowledge or notice of the occurrence of any Default, Event of Default or Material Adverse
Effect, unless a Responsible Officer of such Person has received a notice from |Lender or Borrower,
referring to this Agreement, deseribing such Default, Event of Default or Material Adverse Effect
and indicating that such notice is a notice of the oceurrence of such default or Material Adverse
Effect (as the case may be). It Administrative Agent receives such a notice of the occurrence of a
Default, Event of Default or Material Adverse Effeet, Administrative Agent shall give notice
thereol o Lender. Fach Agent shall take such action with respect to such Default, Event of Delault
or Material Adverse Elffect as is provided in Article 3, Article 7 or the terms of the Credit
Documents, or if not provided for in Article 3, Article 7 or such Credit Documents, as such Agent
shall be reasonably dirccled by Lender; provided that unless and until such Agent shall have
received such directions, such Agent may (but shall not be obligated (o) take such action, or refrain
from taking such action, with respect Lo such Default, Event of Default or Material Adverse Effect
as it shall deem advisable in the best interest of the Lenders.

9.3  NON-RELIANCE. Lender represents that it has, independently and without reliance
on the Agents, and based on such documents and information as it has deemed appropriale, made
its own appraisal of the financial condition and affairs of Borrower and its own decision to enter
into this Agreement and agrees that it will, independently and without reliance upon the Agents,
and based on such documents and information as it shall deem appropriate at the time, continue to
make its own appraisals and decisions in taking or nol taking action under this Agreement. None
of the Agents shall be required to keep informed as to the performance or obscrvance by Borrower
or its Affiliatcs under this Agreement or the other Credit Documents or any other document
referred to or provided for herein or therein Lo make inquiry of, or to inspect the propertics or books
of Borrower or its Afliliates.

94  DEFAULTS; MATERIAL ADVERSE EFFECT. None of the Agents shall be deemed Lo
have knowledge or noticc of the occurrence of any Default, Event of Default or Material Adverse
LEffect, unless a Responsible Officer of such Person has received a notice from 1.ender or Borrower,
referring to this Agreement, describing such Default, Event of Default or Material Adverse Effect
and indicating that such notice is a notice of the oceurrence of such default or Material Adverse
Elfect (as the case may be). If Administrative Agent receives such a notice of the occurrence ol a
Default, LEvent of Deflault or Material Adverse Effect, Administrative Agent shall give notice
thercol to Lender and each other Agent. Fach Agent shall take such action with respect to such
Default, Event of Default or Material Adverse Effect as is provided in Article 3, Article 7 or the
terms of the Credit Documents, or if not provided for in Article 3, Article 7 or such Credit
Documents, as such Agent shall be reasonably directed by Lender; provided that unless and until
such Agent shall have received such directions, such Agent may (but shall not be obligated to)
lake such action, or refrain from taking such action, with respect to such Default, Event of Default
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or Material Adverse Effect as it shall deem advisable in the best interest of Lender.

9.5  SUCCESSOR AGENT. Subject to the appointment and acceptance of a successor
Agent as provided below, any Agent may resign at any time by notifying Lender and Borrower no
later than [30] days prior to the effective date of such resignation. Any Agent may be removed
involuntarily upon notice thercof by Lender. Upon any such resignation or removal of an Apent,
I.ender shall have the right to appoint a successor to such Agent, which successor Administrative
Agent. Upon the aceeptance of any appointment as an Agent under the Operative Documents by a
successor Administrative Agent, such successor Administrative Agent shall thereupon succeed to
and become vested with all the rights, powers, privileges and dutics of the applicable retiring
Administrative Agent, and the retiring Administrative Agent shall be discharged from its duties
and obligations as the Administrative Agent only under the Credit Documents. After any retiring
Administrative Agent’s resignation or removal hereunder as Administrative Agent, the provisions
ol this Article 9 shall inure to its benefit as to any actions taken or omitted to be taken by it while
it was Administrative Agent under the Operative Documents.

9.6 AUTHORIZATION. Lender authorizes and dircels cach Agenl (o exccule this
Agreement and the other Credit Documents to which it is a party on behalf of Lender and agrees
that the Agents may take such actions on behall of Lender as arc contemplated by the terms of this
Agreement or the Credit Documents. Lender hereby irrevocably authorizes each of the Agents to
take such actions on behalf of Lender and to exercise such powers as arc specifically delegated to
such Person in such capacity by the terms and provisions hereof and of the other Credit Documents,
logether with such actions and powcers as arc rcasonably incidental thereto, and Lender hercby
agrees to be bound by any such actions. Each Agent shall give notice to Lender of any Event of
Delault specificd in this Agreement of which it has actual knowledge acquired in connection with
the performance of its duties as an Agent hereunder. Without limiting the generality of the
[oregoing, Administrative Apent is hercby cxpressly authorized by Lender, without hercby
limiting any implied authority, and is hereby obligated, to distribute to [.ender copies of all notices,
[inancial statements and other materials delivered by Borrower pursuant to this Agrcement as
received by Administrative Agent.

9.7 AGENT PROVISIONS.

9,71 Administrative Agent shall not be required to expend or risk any of its own
funds or otherwise incur any liabilily, [inancial or otherwise, in the performance ol any ol'its dutics
hercunder or under any other Credit Document.

9.7.2 No Agent shall incur any liability [or not performing any act or [ulfilling
any duty, obligation or responsibility hereunder by reason of any occurrence beyond the control
of the Agent (including but not limited to any acl or provision ol any present or [uture law or
regulation or governmental authority, any act of God or war, civil unrest, local or national
disturbance or disaster, any acl ol lerrorism, or the unavailability of the Federal Rescrve Bank wire
or facsimile or other wire or communication facility); provided that the affected Agent uses
reasonably diligent efforls o miligale and resolve any such occurrence or event and resume
performance of its obligations hereunder.
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ARTICLE 10 CONSULTANTS

10.1  Removal AnND FEES. Lender may remove from time to time, any one or more of
the Consultants and Lender may appoint replacements. Notice of any replacement Consultant shall
be given by Lender to Borrower, Administrative Agent and the Consultant being replaced. All
reasonable and documented fees and expenses of the Consultants (whether the original ones or
replacements) shall be paid by Borrower pursuant to agreements rcasonably acceptable to
Borrower; provided that no such acceptance shall be required at any time an Event of Default shall
have oceurred and be conlinuing,

10.2  CerriFicATION OF DATES. Lender will request that the Consultants act diligently
in the issuance of all certificates required to be delivered by the Consultants hereunder, if their
issuance is appropriale. Borrower shall use commercially reasonable clforts to provide the
Consultants with reasonable notice of the expected occurrence of any dates or events requiring the
issuance of such certificales.

ARTICLE 11
MISCELLANEOUS

1.1 Appresses. Any communications between the parties hereto or notices provided
herein to be given may be given to the following addresses:

Ilto Lender: Public Utility Commission ol Texas
Attention: [e]

[e]
[e]
le]
Telephone No. [e]

IYacsimile No. [e]
E-mail: [e]

With a capy to: |®]

If to Administrative Agent:  |insert name]
Altention: [e]

[o]
Le]
[e]

Telephone No. |e]
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I‘acsimile No. [e]
E-mail: [e]

Il'to Borrower: [inserl name]
Attention: [e]

[e]
Le]
[e]

Telephone No. [e]

Facsimile No. [e]Kerrville Public Utility Board Public Facility Corporation
Attention: Mike Wittler, Executive Director

2250 Memorial Blvd.
Kerrville, TX 78028

Le]
Telephone No. 830-257-3050

I'acsimile No. 830-792-8259

E-mail: [e]
With a copy to: [e]

All such notices or other communications required or permitted to be given
hereunder shall be in writing and shall be considered as properly given (a) if delivered in person,
(b) if sent by avernight delivery service (including Federal Express, UPS, ETA, Emery, DHL,
AirBorne and other similar overnight delivery services), (¢) if mailed by first class United States
Mail, postage prepaid, regisicred or certified with return receipt requested, (d) if sent by [acsimile
with receipt confirmed by telephone, or (¢) by Electronic Transmission (as defined below). Notice
so given shall be effective upon receipt by the addressee, except that communication or notice so
transmilled by facsimile or other direct written electronic means shall be deemed to have been
validly and effectively given on the day (if a Business Day and, if not, on the next following
Business Day) on which it is transmitted if transmitted before [4:00 p.m.], recipient’s time, and if
(ransmitted after that time, on the next following Business Day; provided that if any nolice is
tendered to an addressee and the delivery thereof is refused by such addressee, such notice shall
be effective upon such tender. Any party shall have the right to change its address [or notice
hereunder to any other location within the continental United States by giving thirty (30) days’
notice to the other partics in the manner set forth above.

Borrower may deliver lo any Agent, as the case may be, any borrowing certificate,
collateral report or other material hereunder or under the other Credit Documents, by c-mail or

54
296713613.6



other electronic transmission (an “Electronic Transmission™), subject to the following terms:

1. Each Electronic Transmission must be sent by an authorized person
of the Borrower (or any other authorized representative), and must be addressed to the c-mail
address specified above in this Scction 1 1.1 or such other e-mail address, as designated by 1.ender
from time to time in accordance with this Section 11.1. Unless the applicable Agent otherwisc
preseribes, (i) notices and other communications sent to an email address shall be deemed received
upon the sender’s receipt of an acknowledgement from the intended recipient (such as by the
“return receipl requested” function, as available, return email or other written acknowledgement)
and (ii) notices or communications posted to an internet or intranct websile shall be deemed
received upon the deemed receipt by the intended recipient, at its email address as described in the
forcgoing clause (i), of notification that such notice or communication is available and identifying
the website address therefor; provided that, in the casc of cach of the foregoing clauses (i) and (ii).
if such notice or other communication is not sent during the normal business hours of the recipient,
such notice or communication shall be deemed to have been sent at the opening of business on the
next Business Day [lor the recipient. If any LElectronic Transmission is returned to the sender as
undeliverable, the material included in such Electronic Transmission must be delivered to the
intended recipient in another manner permitted by this Scetion [ 1.1.

2. Borrower shall maintain the original versions ol all certificates,
collateral reports and other malerials delivered to any Agent by means of an Electronic
T'ransmission and shall furnish to such Agent such original versions within [five] Business Days
of such Agent’s request for such original materials, signed and certified (lo the extent required
hereunder) by the officer submitting the Electronic Transmission.

11.2  AMENDMENTS; WAIVERS. Neither this Agreement nor any other Credit Document
nor any provision hercof or thereol may be waived, amended or modified except pursuant to an
agreement or agreements in writing entered into by Borrower and 1.ender.

11.3  LAws. Notwithstanding the provisions of this Article 11, no sale, assignment,
transfer, negotiation or other disposition of the interests of any Lender hereunder or under the other
Credit Documents shall be allowed if it would require registration under the federal Securities Act
ol 1933, as then amended, any other lederal securities laws or regulations or the securities laws or
regulations of any applicable jurisdiction. Borrower shall, from time to time at the request and
expense of Lender, execute and deliver lo Administrative Agent, or to such party or parties as
l.ender may designale, any and all further instrumenis as may in the opinion of Lender be
rcasonably necessary or advisable to give [ull [orce and effect to such sale, assignment, transfer,
negotiation or disposition which would not require any such registration.

11.4 DELAY AND WAIVER. No delay or omission to exercise any right, power or remedy
accruing to the Lender upon the occurrence of any Lvent of Defaull, Default, Material Adverse
Fffect or any breach or default of Borrower or unsatisfied condition precedent under this
Agreement or any other Credit Document shall impair any such right, power or remedy of the
Lender, nor shall it be construed to be a waiver of any such breach or default or unsatistied
condition precedent, or an acquiescence therein, or of or in any similar breach or default or
unsatisfied condition preccdent thereafier occurring, nor shall any waiver of any single Fvent of
Default, Delault, Material Adverse Lffect or other breach or default or unsatisficd condition
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precedent be deemed a waiver of any other Event of Default, Default, Material Adverse Effect or
ather breach or default or unsatisfied condition precedent theretofore or thercafter occurring, Any
waiver, permit, consent or approval of any kind or character on the part of any Agent or the Lender
of any Event of Default, Default, Material Adverse Effect or other breach or default or unsatisfied
condition preeedent under this Agreement or any other Credit Document, or any waiver on the part
of any Agent or the Lender of any provision or condition of this Agreement or any other Credit
Document, must be in writing and shall be elfective only to the extent in such wriling specifically
set forth, All remedies, either under this Agreement or any other Credit Document or by law or
otherwise afforded to the Agents and the Lender, shall be cumulative and nol alternative or
exclusive of any other rights or remedies provided.

11.5 CosTs, EXPENSES AND ATTORNEYS’ FEES. Borrower will pay to each of the
Agents and Lender all of their respective reasonable and documented oul-of-pocket costs and
expenses in connection with the preparation, negotiation, closing and administering of this
Agreement, the other Credit Documents and the documents contemplated hereby, including the
documented fees, expenses and disbursements of counsel, including Ilolland & Knight LLP in
connection with the preparation of such documents and any amendments hercof. Borrower will
reimburse (a) cach Apgent and l.ender for all of their respective out of pocket costs and expenscs,
including attorneys’ fees, expended or incurred by such Agents, and Lender [or their out-of-pocket
expenses (including, without limitation, fees and disbursements of attorneys’ fees), in cnforcing
this Agreement or the other Credit Documents in connection with an Event of Default or Default,
in actions for declaratory relief in any way related to this Agreement or in collecting any sum
which becomes due under the Credit Documents or otherwise enlorcing their rights and remedies
hereunder and (b) such Agents and the Lender for their out-of-pocket expenses, including
attorneys’ fees and reasonable expert, consultant and advisor fees and expenses, in the case of a
restructuring of the Loans or otherwise relaling to the occurrence of any Default or Event of
Default. All amounts due under this Section shall be payable within 30 days at the written demand
therefor accompanied by reasonable documecntation with respect to any reimbursement,
indemnification or other amount requested.

11.6 ENTIRE AGREEMENT. This Agrcement and the other Credit Documents and any
agrecement, document or instrument attached hereto or thereto or referred to herein or therein
integrate all the terms and conditions mentioned herein or therein or incidental hereto or thereto
and supersede all oral negotiations and prior writings in respect lo the subjcet matter hereof or
thereofl. Excepl as otherwise expressly provided, in the event of any conflict between the terms,
conditions and provisions ol this Agreement and any other Credit Document or any such
agreement, document or instrument, the terms, conditions and provisions of this Agreement shall
prevail. There are no promises, undertakings, representations or warranties by any Agent or Lender
relative to the subjcct matter hereof not expressly sct forth or referred to herein or in the other
Credit Documents.

11.7 GovVERNING Law. THIS AGREEMENT AND ANY OTHER CREDIT
DOCUMENT (UNLESS OTHERWISE EXPRESSLY PROVIDED FOR THEREIN), SHALL
BE GOVERNED BY, AND SHALL BE CONSTRULD AND ENFORCED IN ACCORDANCE
WITLL THE LAWS OF THE STATLE OF TEXAS.

11.8 SEVERABILITY. In case any onc or more of the provisions contained in this
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Agreement should be invalid, illegal or unenforceable in any respect, the validity, legality and
cnlorceability of the remaining provisions shall not in any way be affected or impaired thereby.
The parties hercto shall endeavor in good-faith negotiations to replace any invalid, illegal or
unenforceable provisions with valid provisions the cconomic effect of which comes as close as
possible to that of the invalid, illegal or unenforceable provisions.

11.9 HEADINGS. Article, Section and Paragraph headings have been inserted in this
Agreement as a matter of convenicence for reference only and it is agreed that such headings are
not a part of this Agreement and shall not be used in the intcrpretation of any provision of this
Agreement.

11.10 ACCOUNTING TERMS. All accounting terms not specifically defined herein shall
be construed in accordance with GAAP and practices consistent with those applied in the
preparation of the financial statements submitted by Borrower to Lender, and all financial data
submitted pursuant to this Agreement shall be prepared in accordance with such principles and
praclices.

11.11 No PARTNERSHIP, ETC. The Agents and Lender, on the one hand, and Borrower,
on the other hand, intend that the relationship between them shall be solely that of creditor and
debtor. Nothing contained in this Agreement or any of the other Credit Documents shall be deemed
or construcd lo create a partnership, tenancy-in-common, joint tenancy, joint venture or
co-ownership by or among the Apents and Lender or among the Borrower, the Agents and the
Lender. None of the Agents or Lender shall be in any way responsible or liable for the debts,
losses, obligations or duties of Borrower or any other Person with respect to the Project or
otherwise. Except as otherwisc cxpressly set forth herein, all obligations to pay real property or
other taxes, asscssmenls, insurance premiums, and all other fees and charges arising from the
ownership, operation or occupancy of the Project (i’ any) and to perform all obligations and other
agreements and contracts rclating Lo the Project shall be the sole responsibility of Borrower.

11.12 LiMITATION ON LIABILITY. No claim shall be made by Borrower against the
Lender, any Agent or any of their respective Affiliates, directors, employees, atlorneys or agents
for any loss of profits, business or anticipated savings, special or punitive damages or any indirect
or consequential loss whatsoever in respeet of any breach or wrongful conduct (whether or not the
claim therefor is based on contract, tort or duty imposed by law), in connection with, arising out
of or in any way related to the transactions contemplated by this Agreement or the other Operative
Documents or any act or omission or event occurring in connection therewith, and Borrower
hereby waivcs, releases and agrees not to sue upon any such ¢laim for any such damages, whether
or not accrued and whether or not known or suspected to exist in its favor, in cach case, excepl to
the extent such claim is based on gross negligence or willful misconduct of such Person (as
determined by a court of competent jurisdiction in a final and non-appealable judgment). Except
to the extent expressly provided herein, no claim shall be made by Lender against Borrower or any
of its respective Affiliates, directors, employees, altorneys or agents for any loss of profits,
business or anticipated savings, special or punitive damages or any indirect or conscquential loss
whatsoever in respect ol any breach or wrongful conduct (whether or not the claim therefor is
based on contract, tort or duty imposed by law), in connection with, arising out of or in any way
related to the transactions contemplated by this Agreement or the other Operative Documents or
any act or omission or event occurring in conncction therewith, and Agent and Lender hereby
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waives, releases and agrees not to sue upon any such claim for any such damages, whether or not
accrued and whether or not known or suspected to exist in its favor, in each case, cxcept to the
extent such claim is based on gross negligence or willful misconduct of such Person (as determined
by a court of competent jurisdiction in a final and non-appealable judgment). The limitations on
liability sct forth in this Section 11.12 shall survive the termination of this Agreement and the dale
of discharge of the Obligations hercunder.

11.13 WAIVER OF JUurY TRIALTO THE EXTENT PERMITTED BY ILAW EACH OF
THE PARTIES HERETO HEREBY AGRELS TO WAIVE ITS RESPECTIVE RIGHTS TO A
JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING
HEREUNDER OR UNDER ANY OTHER CREDIT DOCUMENT. THE SCOPE OF THIS
WAIVER IS INTENDED TO BE ALL ENCOMPASSING OF ANY AND ALIL DISPUTES
THAT MAY BE FILED TN ANY COURT AND THA'T RELATE TO THE SUBJECT MATTER
HEREOF, INCLUDING CONTRACT CLAIMS, TORT CLAIMS, BREACIH OF DUTY
CLAIMS AND ALL OTHER COMMON LAW AND STATUTORY CLAIMS. EACH PARTY
HERETO ACKNOWLLEDGES THAT THIS WAIVER IS A MATERIAL INDUCEMENT TO
ENTER INTO A BUSINESS RELATIONSHIP THAT EACIH HHAS ALREADY RELIED ON
THIS WAIVER IN ENTERING INTO THIS AGREEMENT, AND THA'T EACH WILL
CONTINUE TO RELY ON THIS WAIVER IN ITS RELATED FUTURE DEALINGS. EACH
PARTY HERETO FURTIIER WARRANTS AND REPRESENTS THAT I'T 11AS REVIEWED
THIS WAIVER WITH ITS LEGAL COUNSLEL AND THAT IT KNOWINGLY AND
VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING CONSULTATION
WITH LEGAL COUNSEL. THIS WAILVER IS IRREVOCABLE; MEANING THAT IT MAY
NOT BE MODIFIED EITHER ORALLY OR IN WRITING, AND TIIS WAIVER SHALL
APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS HERETQ. IN THE EVENT OF LITIGATION, THIS AGREEMENT MAY
BE FILED AS A WRITTEN CONSENT TO A TRIAL BY THE COURT.

TO THE EXTENT PERMITTED BY LAW EACH OF THE PARTIES HERETO
WAIVES ANY RIGHT IT MAY HAVE TO TRIAL BY JURY IN RESPECT OF ANY
LITIGATION BASED ON, OR ARISING OUT OF, UNDER OR IN CONNECTION WITH
THIS AGREEMENT OR ANY OTHER CREDIT DOCUMENT, OR ANY COURSE OF
CONDUCT, COURSLE OF DEALING, VERBAL OR WRITTEN STATEMENT OR ACTION
OF ANY PARTY HERETO.

11.14 CoNSENT TO JurismicTioN. ALL JUDICIAL PROCEEDINGS BROUGHT
AGAINST ANY PARTY ARISING OUT OF OR RELATING HERETO OR ANY OTHER
CREDIT DOCUMENT MAY BE BROUGHT TN ANY STATE COURTS LOCATED IN
TRAVIS COUNTY, TEXAS. BY EXECUTING AND DELIVERING THIS AGREEMENT,
EACH PARTY, FOR ITSELIF AND TN CONNECTION WITH ITS PROPERTIES,
IRREVOCABLY:

(a) ACCEPTS GENERALLY AND UNCONDITIONALLY THE
EXCLUSIVE JURISDICTION AND VENUL OF SUCH COURTS;

(b) WAIVES ANY OBIECTION WHICH IT MAY NOW OR
HEREAFTER 1HAVE TO THE LAYING OF VENUE OF ANY OF THE AFORESAID
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ACTIONS OR PROCEEDINGS ARISING OUT OF OR IN CONNECTION WITH THIS
AGREEMENT BROUGHT IN T1LE COURTS REFERRED TO ABOVE AND HEREBY
FURTHER IRREVOCABLY WAIVES AND AGREES NO'T''T'0O PLEAD OR CLAIM IN ANY
SUCH COURT THAT ANY SUCH ACTION OR PROCEEDING BROUGHT IN ANY SUCII
COURT HAS BEEN BROUGIIT IN AN INCONVENIENT FORUM,;

(c) AGREES THA'T SERVICE OF ALL PROCESS TN ANY SUCII
PROCLEEDING IN ANY SUCH COURT MAY BE MADE BY REGISTERED QR CERTIFIED
MAIL, RETURN RECEIPT REQUESTED, TO THE APPLICABLE PARTY AT ITS ADDRESS
PROVIDED IN ACCORDANCE WI'TH SECTION 11.1;

(d) AGREES THAT SERVICE AS PROVIDED IN CLAUSE (C)
ABOVE IS SUFFICIENT TO CONFER PERSONAL JURISDICTION OVER TIIE
APPLICABLE PARTY IN ANY SUCH PROCEEDING IN ANY SUCH COURT, AND
OTHERWISE CONSTITUTES EFFECTIVE AND BINDING SERVICE IN EVERY RESPECT;
AND

(e) AGREES THAT LENDER AND ITS AGENTS RETAIN THE
RIGITT TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY LAW OR TO
BRING PROCEEDINGS AGAINST BORROWER IN THE COURTS OF ANY OTHER
JURISDICTION.

11.15 SUCCESSORS AND ASSIGNS. The provisions of this Agreement shall be binding
upon and inure to the benefit of the parties hereto and their respective successors and permitted
assigns. Borrower may nol assign or otherwise transfer any of its rights under this Agreement
cxcepl with the prior written consent of Lender.

11,16 COUNTERPARTS. This Agreement and any amendments, waivers, consents or
supplements hereto or in connection herewith may be executed in one or more duplicate
counterparts and by different partics herelo in separate counterparts, each of which when so
executed and dclivered shall be deemed an original, but all such counterparts together shall
constitule but one and the same instrument; signalure pages may be detached from multiple
separate counterparts and atlached Lo a single counterpart so that all signature pages are physically
attached to the same document. Delivery of an exccuted counterpart to this Agreement by facsimile
lransmission or electric transmission in “pdf” or other imaging format shall be as effective as
delivery of a manually signed original.

11.17 Usury. Nothing containcd in this Agreement shall be deemed to require the
payment of interest or other charges by Borrower or any other Person in excess of the amount that
may lawlully charge under applicable usury laws. In the event that the I.ender shall colleet moneys
which are deemed to constitute interest which would increase the effective interest rale to a rate in
excess of thal permitted to be charged by applicable Legal Requirements, all such sums deemed
to conslilute interest in excess of the legal rate shall, upon such determination, at the option of the
[.ender, be returncd to Borrower or credited against the principal balance then outstanding.

11.18 Survival. All representations, warranties, covenants and agreements made herein,

in any other Credit Document and in the certificates or other instruments delivered in connection
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with or pursuant to this Agreement and the other Credit Documents shall be considered to have
been relied upon by the parties hereto and shall survive the execution and delivery of this
Agreement, the other Credit Documents and the making of the Loans. Notwithstanding anything
in this Agreement or implied by law (o the contrary, the agreements of Borrower set forth in
Sections 11.5, 11.12, and 11.14 and the agreements of the Lender and Agents set forth in Article
9 shall survive the payment and performance of the Loans and the other Obligations and the
reimbursement of any amounts drawn hereunder, and the termination of this Agreement and the
resignation or removal of an Agent. In addition, Notwithstanding anything in this Agreement or
implied by law to the contrary, the Performance Covenant of the Borrower shall survive the
payment and performance of the Loans and the other Obligations and the reimbursement ol any

amounts drawn hereunder, and the termination of this Agreement and the resignation or removal
ol an Agent until |, 20453

11.19 [PATRIOT ACT NOTICE. In order to comply with the laws, rules, regulations and
executive orders in effect from time to time applicable to banking institutions, including, without
limitation, those relating to the funding of terrorist activities and money laundering, including
Section 326 of the USA PATRIOT Act of the United States (“Applicable AMI. Law™), the Agents
are required to obtain, verily, rccord and update certain information relating to individuals and
entities which maintain a business relationship with the Agents. Accordingly, each of the parlics
agree to provide any Agent, upon its request from time to time such identifying information and
documentation as may be available for such parly in order to enable such Agent to comply with
Applicable AML Law.]

11.20 COMMUNICATIONS. Borrower hercby agrees that it will use all reasonable ellorts
to provide to Administrative Agent all information, documents and other materials that it is
obligated to furnish to Administrative Agenl pursuant to this Agreement and any other Credit
Document, including all notices, requests, financial statements, financial and other reports,
cerlilicales and other information materials (collectively, the “Communications™), by transmitling
the Communications by Elcctronic Transmission or in an electronic/soft medium in a format
reasonably acceptable to Administrative Agent at the c-mail address referenced in Section [ 1.1 or
such other e-mail address designated by Administrative Agent [rom time to time. Nothing in this
Section shall prejudice the right of the Lender or Borrower to give any notice or other
communication pursuant to this Agreement or any other Credil Document in any other manner
specilied in this Agreement or any other Credil Document.

11.21 ImmuNITY. [The State of Texas and the PUCT do not waive sovereign immunity
by entering into this Agreement and any of the other Credit Documents and specifically retain
immunity and all defenses available to them under the Constitution, the laws of the State of Texas,
or the common law. ]

11.22 INDEPENDENCE OF THE BORROWER, The Borrower conlirms that:

FNTD: Date that is 20 years from Closing Date to be inserted.
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11.22.1 it has engaged legal, tax, rcgulatory and accounting advisors, and
such other professional advisors as il deems appropriate, with respect to all matters in connection
with the Project and the Operative Documents; and

113222 it has, upon its own due diligence as to all mallers pertinent hereto
with the assistance of its professional advisors, and notwithstanding any involvement of or
consultation with Lender or any member of the PUCT, independently cvaluated, and fully
understands, acknowledges, and accepts, all risks arising or potentially arising under or in
connection with the 'roject and each Opcrative Document.

11,23 ROLE OF LENDER.

11.23.1 Notwithstanding anything o the contrary provided under the
Operative Documents, it is specilically understood and agreed that PUCT is acting solely as lender
and is not, and shall not be deemed or construed to act as, agent, advisor or fiduciary for the
Borrower, or for any other Person.

11.23.2 Except as expressly assumed by Lender under the Operative
Documents, Lender shall have no liability or obligation whatsoever to Borrower or any other
Person with respect to the transactions contemplated by the Operative Documents including,
without limitation, for any oversight or monitoring, or any lack of oversight or monitoring,
exercised by l.ender in respect of, or the manner in which Lender may implement (or refrain from
implementing), comply with (or refrain from complying with), any policy of the PUCT, and
Borrower assumes full responsibility in respeet of any action it takes (or fails to take) in conncetion
with any recommendation, instruction or advice that PUCT may or may not give [rom time to time
in connection with the Project or any Operative Document.

11.23.3 Any reviews, approvals, or due diligence undertaken by PUCT is for
the sole benetit of PUCT alone and not for the benefit of any third party, foreseen or unforeseen,
or the Borrower and shall create no tiduciary or other obligation in any respect to any third party,
foreseen or unforeseen, or the Borrower.

|Signature pages follow]
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IN WITNESS WHEREQF, the parties hereto, by their officers duly authorized,
intending to be legally bound, have caused this Agreement to be duly executed and delivered as of

the day and year first above wrilten.

2957136136

Kerrville Public Utility Board Public
Facility Corporation

a Texas public facility corporation,
as lorrower

By:
MName:
Title:
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PUBLIC UTILITY COMMISSION OF
TEXAS,
as Lender

By:

MName:
Title:

By:

MName:
Title:



EXHIBIT A
to Credit Agreement

DEFINITIONS

“Acceptable Accountant” means each ol (i) Bolinger Segars Gilbert & Moss LLP
(i) PwC, L.1.I, (iii) Ernst & Young LLP, (iv) KPMG LLP and (v) any other nalionally recognized
independent certified accountant approved by Lender (such approval not to be unreasonably
withheld, conditioned, or delayed).

*Acceptable 13ank™ shall mean a 1.8, domestic bank or U.S. domestic office of a
foreign bank, in each case, having an unsccured long-term senior debt rating of any two of the
following: (a) at lcast A3 by Moody’s, (b) at least A- by Fiich, and (c) at least A- by S&P.

“Additional Open Market Bond Funding” means indebtedness issucd by the
Borrower under the Indenture to finance the Project in addition to the indebtedness authorized in
the Series 2025A Supplement and the Scrics 2025B Supplement .

“Additional Project Documents” means each Project Document entered into by, or
assigned to, Borrower subsequent Lo the Closing Date (a) which provides for the payment by
Borrower of, or the provision to Borrower of, goods or services with a value in excess of,
$[10,000,000] in any calendar year or $[20,000,000] for the full term of such Addilional Project
Document, (b) which provides for termination fees or liguidated damages that could reasonably
be expected to exceed $[10,000,000] in any calendar year, or (c) the termination or cancellation of
which could reasonably be expected to have a Material Adverse Effeet; provided that Additional
Project Documents shall not include any contract or agreement (i) for the purchase of insurance
required by the Credit Documents, (ii) entered into to consummate any (x) sale, lease, transfer or
disposal allowed pursuant (o the Credit Documents or () Eligible Investments or (iii) that provides
for, governs, or evidences Permitted Debt (and any related Permiticd Licns), other than any such
agreement or contract in respect ol any Hedging Agreements that otherwise satisly the criteria for
Additional Project Documents.

“Administrative Agent” means Deloitte LLP, in its capacity as TEF Administrator,
and any successor TEF Administrator appointed by the Lender.

“Affiliate” means as applied to any Person, any other Person directly or indirectly
Controlling, Controlled by, or under common Control with, that Person.

“Agents” means the Administrative Agent.
“Agreement” has the meaning given in the preamble hereto.

“AML Laws” means all laws, rules, and regulations of any jurisdiction applicable
to any l.ender, Borrower, or any guarantor or any other party providing credit support in respect
of any Person’s obligations under the Credit Documents from time to time concerning or relating
to anti-money laundering.

“Mandatory Amortization Schedule™ means the schedule for repayment of the
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principal of the Loans as set forth on Exhibit I to the Agreement.

“Annual Facility Budgel” has the meaning given in Section 5.11.2.

[“Anti-Corruption Laws™ means (a) the U.S. Forcign Corrupl Practices Act of 1977,
as amended, (b) the UK Bribery Act 2010, (¢) anti-bribery legislation promulgated by the
Furopean Union and implemented by its member states, (d) lepislation adopted in [urtherance of
the OECD Convention on Combating Bribery of Forcign Public Officials in International Business
Transactions, and (e) similar legislation applicable to Borrower, Borrower’s Subsidiarics or any
guarantor or any other party providing credit support in respeet ol any Person’s obligations under
the Operative Documents from time to time.

“Anti-Terrorism Laws” means any of the following: (a) the Anti-Terrorism Order;
(b) the Terrorism Sanctions Regulations (Title 31 Part 595 of the 1.8, Code of I'ederal
Regulations); (c) the Terrorism List Governments Sanctions Regulations (Title 31 Part 596 of the
U.S. Code of Federal Regulations); (d) the Foreign Terrorist Organizations Sanctions Regulations
(Title 31 Part 597 of the U.S. Code of Federal Regulations); (e) the anti-monecy laundering
provisions ol the USA PATRIOT Act; (f) the USA PATRIOT Act; (g) any regulations
promulgated pursuant to the laws, orders and regulations listed in the foregoing clauses (a)-(f) of
this definition; or (h) comparable laws, rules and directives administered or enforeed by the United
NMalions Security Council, the European Union, or a member state of the European Union.

“Anti-Terrorism Order™ means Section | of Executive Order 13224 of Scptember
24, 2001, Blocking Property and Prohibiting Transactions With Persons Who Commit, Threaten
Lo Commit, or Support Terrorism (Title 12, Part 595 of the 11.S. Code of Federal Regulations). |

“Applicable Permit” means any Permit, including any zoning, land use,
civironmental or species protection, pollution (including air, waler or noise), sanitation, safety,
floodplain, development, siting or building Permit issued by any Governmental Authority,
including but not limited to, FERC, PUCT, Texas Department of Transportation, Texas
Commission on Environmental Quality, U.S. Army Corps of Engineers, U.S, Fish and Wildlife
Service, U.S. Environmental Protection Agency, U.S. Vederal Aviation Administration, U.8.
Department of Energy, FERC, NERC, TRE (a) that is necessary under applicable Legal
Requirements or any of the Operative Documents to be obtained by or on behalf of Borrower at
such lime in light of the stage of development, siting, construction or operation of the Project to
construct, test, operate, maintain, repair, lease, own or use the Project as contemplated by the
Operative Documents, to sell electricity from the Project or deliver fuel o the Project, or for
Borrower to enter into any Operative Document or lo consummate any transaction contemplated
thereby, in cach casc in accordance with all applicable 1 .egal Requirements, or (b) that is necessary
so that none of Borrower, Agents, or |.ender nor any Affiliatc ol any of them may be deemed by
any Governmental Authority to be subject Lo, or not exempt from, regulation under the FPA or
PUHCA or regulated by the PUCT as an “electric utility,” “transmission and distribution utility,”
“retail electric provider” or “public utility” as defined in PURA solely as a result of the
development and construction or operation of the Project or the sale of electricity thercfrom, exceplt
that Borrower is subject to compliance with various registration, operation and maintenance
standards and record keeping and reporting obligations, if required under the laws of Texas.
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“Aunthorizing Resolutions™ means (i) the resolution of the Borrower authorizing this
Agreement; (i) the resolution ol the Utility Board authorizing this Agreement and the Credit
Documents; and (iii) the resolution of the City of Kerrville, Texas authorizing this Agreemenl.

“Available Flag” means the binary flag that is equal to the minimum ol a COP
Available Flag and a RT Available Ilag.

“Availability Period” means the period from the Closing Date to the earliest of (a)
December 31, 2025 if the initial Borrowing has not occurred by such date, (b) the date on which
the Commitment is terminated in full or permancntly reduced to zero pursuant to the terms of this
Agreement, and (c¢) the Commercial Operations Date.

“Available Construction Funds™ mcans, at any time and without duplication, the
sum of (a) amounts in the Construction l'und, (b) the amount of the undisbursed proceeds, if any,
ol the then-available Commitment, and (¢) undisbursed Loss Proceeds which are available in the
I.0ss Proceeds Account for payment of Project Costs.

“Bankruptcy Code” means Title 11 of the United States Code entilled
“Bankruptcy”, as now and hereafter in effect, or any successor statute.

“Bankruptey Fvent” means an event which shall be deemed to occur, with respect
to any Person, if that Person shall institute a voluntary case seeking liquidation or reorganization
under the Bankruptcy Law, or shall consent Lo the institution of an involuntary case thereunder
apainst it; or such Person shall file a petition or consent or shall otherwise institutc any similar
proceeding under any other applicable Federal or state law, or shall consent thereto; or such Person
shall apply for, or consent or acquiesce to, the appointment of, a recciver, administrator,
administrative reeeiver, liquidator, sequestralor, trustee or other officer with similar powers [or
itself or any substantial part of its assets; or such Person shall make a gencral assignment for the
benelit of its creditors; or such Person shall admit in writing its inability to pay its debts generally
as they become due; or il an involuntary case shall be commenced secking liquidation or
reorganization of such Person under the Bankruptlcy Law or any similar proceedings shall be
commenced against such Person under any other applicable Federal or state law and (a) the petition
commencing the involuntary case is not timely or appropriately controverted, (b) the petition
commencing the involuntary case is not dismissed within 60 days of'its [iling, (¢) an interim trustee
is appointed to take possession of all or a portion of the property, and/or to operate all or any part
of the business of such Person and such appointment is not vacated within 60 days, (d) such Person
files an answer to the petition commencing the involuntary case admitting the material allegations
contained therein or () an order for relief shall have been issued or entered therein; or a decree or
order o' a court having jurisdiction in the premises for the appointment of a receiver, administrator,
administrative receiver, liquidator, sequestrator, trustee or other officer having similar powers,
over such Person or all or a part of its property shall have been entered; or any other similar reliel
shall be granted against such Person under any applicable Bankruptcy Law.

“Bankruptcy | .aw"” means the Bankruptcy Code, any similar federal, state or loreign
law for the relief of deblors and all other federal, state or foreign laws relating to liquidation,
conservatorship, bankrupicy, assignment [or the benefit of creditors, moratorium, rearrangement,
receivership, insolvency, rcorganization, or the relief of debtors from time to time in effect.
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“Base Case Financial Model” means a mecchanically sound financial model
prepared by the Borrower in good faith, showing [inancial projections and underlying assumptions
for the Project (including updated estimates of Project Costs and Opcrating Costs) and believed by
the Borrower to be reasonable, in Excel form and otherwise in accordance with the Operative
Documents, that are set forth on a semi-annual basis, for the period from the Closing Dale to a date
falling no sooner than [12] months after the Scheduled Maturity Date, which projections are: (a)
consistent with the Construction Budgel, the Annual Facility Budget, the Projeet Milestone
Schedule and (b) designed Lo demonstrate, among other things, compliance with the Maximum
Loan-to-Project Cost Ratio and all other financial covenants in the Credit Documents up to (and
including) the Principal Repayment Date immediately prior to the Scheduled Maturity Date,
References to “Base Case Financial Model” refer to the Closing Date Base Case Iinancial Model
or any or any updated Basc Case Financial Model Update.

Supplement to the Indenture.
“Borrower™ has the meaning assigned to such term in the preamble.

“Borrower I'lood Notice™ has the meaning given in Section 3.1.13(h).

‘Borrowing™ has the meaning given in Section 3.2.

“Borrowing Date™ has the meaning given in Section 3.2.1(a).

“Business Day” means any day excluding Saturday, Sunday and any day which is
a legal holiday under the laws of the State of New York or the Statc of Texas or is a day on which
banking institutions or governmmental agencies located in such jurisdiction are authorized or
required by law or other governmental action to close,

“Calculation P'eriod” means, as to a parlicular date, a rolling period of 12 full
calendar months immediately preceding the immediately preceding Payment Datc.

“Capital Expenditures” means expenditures made by Borrower to acquire or
construct fxed assets, plant and equipment (including renewals, improvements and replacements,
but excluding expenditures related to Major Maintenance), which, in accordance with GAAD, are
or should be included in “purchase of property and cquipment” or similar items reflected in the
statement of cash flows of Borrower.

“Cash™ means money, currency or a credit balance in any demand account or
deposit account (as such term is defined in the UCC).

“Casualty Evenl” means [ ].

“Change of L.aw” means the occurrence afler the Closing Date of any of the
following: (a) the adoption or laking effect of any law, rule, regulation or treaty by any
Governmental Authority, (b) any change in any law, rule, regulation or treaty or in the
administration, interpretation, implementation or application thereof by any Governmental
Authority or (c) the making or issuance of any request, rule, guideline or directive (whether or not
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having the force of law, but if not having the force of law, being of a type with which Lender
customarily complies) by any Governmental Authority.

“Closing Date™ means the date on which the conditions set forth in Section 3.1 are
or were satisfied or waived.

“Closing Date Base Case Financial Model™ has the meaning given in Seclion

3.L.18(b).

“Closing Date Distribution” means the amount contemplated by the Flow of Funds
Memorandum (a) to be paid to the Borrower as reimbursement for documented Project Costs
incurred prior to the Closing Date (as verified by the Independent Engincer)|., and (b) to be paid to
[#] or any Affiliate thereof as repayment of any loans or advances (together with inlerest due and
payable thereon, if any) provided to Borrower prior to the Closing Date the proceeds of which
were ulilized by Borrower for payment ol documented Project Costs prior to the Closing Date (as
verified by the Independent Engineer)].

“Code” means the Internal Revenue Code of 1986, as amended.

“Commercial Operation” means the satisfaction of cach of the following

conditions:

(a) the “[Facility Substantial Completion Date]” under and as defined
in the Coonstruction Contract shall have occurred, and *|Facility Substantial Completion]” under
the [] shall have occurred by satisfaction of all requirements of Section [e] of the [e];

(b)  all interconnection [acilitics shall have been completed and shall be
opcrational;

(c) all necessary and material [acilitics needed for the operation of the
Projeet shall have been completed and shall be operational; and

(d)  the resource commissioning datc, as defined in the ERCOT
Protocols, for the last generation resource that is part of the Project, has occurred;

(e) the Project is able to satisly all obligations arising under the Gas
Supply Agreement and the Revenue Put Agreement in accordance with the terms thercof.

“Commercial Opcration Date” means the date that Commercial Operation is
achieved, as certilied by a Responsible Officer of Borrower and confirmed by the Independent
Engineer pursuant to Section 3.3.

“Commercial Operation Longsiop Datc™ means |e].”

“Commitment” has the meaning given in Section 2.2.1.

#NTD: May nol be later than December 31, 2030,
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“Commodity Hedge and Power Sale Agreement” means any agreement (including
each confirmation entered into pursuant to any master agreement) providing for any swap, cap,
collar, put, call, floor, future, option, spot, forward, power purchase and sale agrecment (including,
but not limited to, option and heat rate options, and revenuc puts), nelling agreement or similar
apreement, lolling agreement or capacity purchasc agreement, in all cases whether settled
financially or physically.

“Communications™ has the meaning given in Section 11.20.

“Comparable Projeel” means one or more simple-cycle gas turbine electric
generating facilitics thal have, in the aggregate, a nameplate capacity of 100 megawatts or more.

“Consents” means, collectively, (a) each consent and agreement with respect o
each Major Project Document entered into on or prior to the Closing Date, and (b) with respect to
any Additional Project Document, to the extent required pursuant to Section 5.13, a consent and
agreement of each party to such Additional Project Document (other than Borrower) substantially
in the form of Exhibit D, with such modifications as may be reasonably acceptable to Lender.

*Construction and Equipment Coniracls™ means the Construction Coniract and the

[e].7

“Construction Nudget™ means a budget setting forth all expected Project Costs
through Final Completion delivered Lo Lender on the Closing Date pursuant Lo Section 3.1.17, as
the same may be amended, revised or modified from time to time in accordance with Section
6.21.1.

“Construction Contract” means the |Construction Contract], dated as of [e],
between Borrower and the Construction Contractor.

“Construction Contractor” means [e].

“Construction Management Agreement™ mcans the Construction Management
Agreement, dated as of the datc hereol, between Borrower and [e].

“Construction Requisition” means a requisition in the form attached hereto as

Exhibit[ 1.

“Consultants” means, collectively, the Insurance Consultant, the Independent
Engincer, the Market Consultant and the Environmental Consultant.

“Control” means the possession, directly or indirectly, of the power Lo direct or
cause the dircction of the management or policies of a Person, whether through the ownership of
voling securities, by contract or otherwise, and “Controlling” and “Controlled” shall have
meanings correlative therelo.

“COP Available I'lag” is a binary flag that equals one if each hourly check of the

* NTD: Definition to include Major Project Documents for construction, turhine equipment and transformers.
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Project’s current operating plan for the hour that includes the interval in question indicates the
Projeet will be available in that interval (i.e., any status other than QUT), with such hourly checks
starting at 14:30 on the day before the relevant interval; otherwise, the flag equals zero.

“Credit Documents” means the Agreement, the Power Supply Agreement, the
Indenture, and the Bonds.

“Credit Party” means each Agent and Lender.

*Date Policies™ has the meaning given in Section 4.21.6.

“Debt” means, with respect to any Person at any date, without duplication:

(a) all Debt for Borrowed Money;

(b)  all obligations of such Person evidenced by bonds, debentures, notes
or other similar instruments;

(c) all obligations of such Pcrson to pay the deferred purchase price of
properly or services, and other accrued expenses arising in the ordinary course of business which
in accordance with GAAP would be shown on the liability side of the balance sheet of such Person,
but excluding trade accounts payable and other accrued expenses arising in the ordinary course of
business:

(d) all obligations of such Person under leases which are or should be,
in accordance with GAAP, recorded as capital leases in respect of which such Person is liable;

(e)  all obligations of such Person to purchase securities (or other
property) which arise out of or in connection with the sale of the same or substantially similar
securities (or property);

() all deferred obligations of such Person to reimburse any bank or
other Person in respect of amounts paid or advanced under a letter of credit or other instrument;

(g) all Debt of others sceurcd by a Lien on any assel of such Person,
whether or not such Debt is assumed by such Person or is nonrecourse to the credit of such Person;

(k) all reimbursement obligations, contingent or otherwise, with respect
to any surety, performance or other similar bond;

(i) all guarantees by such Person of any of the foregoing; and

)] obligations in respect of any transactions under any Commodity
Hedge and Power Sale Agreement.

“Debt for Borrowed Money” means of any Person, at any date of determination,
the sum, without duplication, of (a) all items that, in accordance with GAAP, would be classified
as indebtedness on a consolidated balance sheet of such Person at such date, and (b) all obligations
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of such Person under acceptance, letter of credit or similar facilities at such date.

“Debt Service” means, for any period, the sum of all (a) all interest payable during
such period in respeet ol the Loans, and (b) all scheduled principal payable during such period in
respect of the l.oans (excluding, for the avoidance of doubt, voluntary prepayments pursuant to
the Credit Documents). For avoidance ol doubt, all Loan payments shall be made via payments on
and in accordance with the terms of the Bonds delivered to the Lender in connection with each
L.oan.

“Default” means any occurrence, circumstance or event, or any combination
thereof, which, with the lapse of time or the giving of notice or both, would constitute an Event of
Default.

“Default Rate” has the meaning given in Section 2.3.2.

[“Deposit™ means an amount equal o 3% ol the Total Project Costs Lo be placed in
escrow pursuant to the Deposit Escrow Agreement.]

|“Liscrow Deposit Agreement™ mceans the Deposit Escrow Agreement, dated as ol
the date hereol, among Borrower, Administrative Agent and the Texas Comptroller of Public
Accounts.]

“Discharge ol Obligations™ means

(a)  payment in full in Cash of (i) the outstanding principal amount of
Debt under the Credit Agrecement and any other Credit Document and (ii) interest, [ees,
reimbursement expenses and all other amounts accrued and owing at or prior to the time such
amounts are paid (including interest accruing (or which would, absent the commencement of an
Insolvency or Liquidation Proceeding ol the Borrower, acerue) on or aller the commencement of
any Insolvency or Liquidation Proceeding of the Borrower, whether or not such interest would be
allowed in such Insolvency or Liquidation Proceeding), on all Debt outstanding under the Credit
Agreement and the other Credit Documents;

(b) the termination or expiration of all commitments, if any, to cxtend
credit that would constitute Obligations;

(c) payment in full in Cash of all other Obligations (including all Agent
fees) that arc then due and payable or otherwise acerued and owing al or prior to the time such
amounts are paid.

“Disgualified Owner” means any Person that, as of the date it first becomes a direct
or indircet owner of membership interests in Borrower: (a) is, or is an Affiliate of a Person that is
a Sanctioned Person or Sanctioned Country, or is described by or designated in any Anti-Terrorism
Order; (b) is, or is an Affiliate of a Person that is, in violation of the Sanctions, AML Laws, Anli-
Corruption Laws or Anti-Terrorism Laws; or (c) has, or is an Affiliate of a Person that has, been
convicted of money laundering (under any AML Laws, including 18 U.5.C. Sceclions 1956 or
1957), which conviction has not been overturned.
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“Dollars” and “$”* means United States dollars or such coin or curreney of the
United States ol America as at the time of payment shall be legal tender for the payment of public
and private debts in the United States of America.

“Early Termination Event” means, with respect to any Permitted Commodity
Hedge Agrcement, the occurrence of any termination cvent or any event of default (howsocver
defined in such Permitted Commodity Hedge Agreement) under any Permitied Commodity Hedge
Agreement which results in the termination of such Permitted Commodity Hedge Agreement.

“Electronic Transmission” has the meaning given in Section 11.1.

“Eligible I’acility” means an “eligible lacility” within the meaning of PUHCA.

“Lligible Investments™ has the mcaning given in the Indenture.

“Eligible Projcet Costs™ means Project Costs that satisly the following conditions:
Lender has determined (i) the Project Costs Lo be “Project Costs™ in accordance with subscction
(e)(6) of the Rules; and (ii) the Project Costs are identified in the Construction Budget. For the
avoidance of doubt, the funding of the Reserve Fund to the applicable Reserve Fund Requirement
shall not constitute Eligible Project Costs.

“Iimergency Operating Cosls™ means those amounts required Lo be expended for
the purchase of goods and scrvices in order to prevent or miligatc an unforeseeable event or
circumstances that, in the good faith judgment of Borrower (or Operator as operator of the Project)
as the case may be, necessitates the taking of immediate measures (o prevent or mitigate injury to
Persons or injury to or loss of properly or environmental contamination.

“Energy Management Apreement” means the Energy Management Agresment,
dated as of [®], and entered into by Borrower and [e] and any Replacement Project Document
entered into by Borrower in respeet of such agreement.

“Lngine Supply Agreement” means [®].

“Environmental Assessment™ means a Phase | Environmental Site Assessment with
respect Lo the Site, the Real Property, and the Eascments, prepared by the [Environmental
Consultant], in accordance with ASTM Standard E1527-21. Relerences to the date of such
Environmental Asscssment shall mean the earliest datc that any component of all appropriate
inquiry required pursuant to 40 C.F.R. Part 312 was conducted.

“Environmental Claim” means any and all written administrative, regulatory or
judicial suits, demands, decrees, claims, licns, judgments, orders, seltlement agreements, fines,
penalties, warning notices, notices of noncompliance or violation, investigations, requests for
information, proceedings, hearings, removal or remedial actions or orders, issucd pursuant to any
Environmental Law and relating in any way (o () a violation or alleged violation of, or liability
under, Environmental Law or Permit issued (or left unissued due to the negligence of Borrower)
under any Environmental Law, or (b) a Release or threatened Release of Hazardous Substances.

“Environmental Consultant” means [e].
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“Environmental Law™ means any and all Governmental Rules applicable 1o the
Project or Borrower or any Real Property and relating to (a) pollution or protection of the
Environment or of human health and salety; (b) the generation, use, storage, handling,
transportation, treatment, processing, assessment, removal, remediation, Release or disposal of
Hazardous Substances; (c) occupational safety and health and industrial hygiene to the extent
relating to exposure to Hazardous Substances; or (d) land use.

“Escrow Account™ means an escrow account held by the Comptroller, acting by
and through the 'I'rust Company.

“Lscrow Amount™ mean an amount equal to 3% of the cstimaled total Project Costs
as sel [orth in the Closing Date Base Case Financial Model.

“Iscrow Conditions™ means, with respect to the Project, (a) the Resource
Commissioning Date occurs hefore the fourth [third][1] anniversary of the Closing Date, or (b) (i)
the Resnurce Commissioning Date oceurs aller the fourth anniversary of the Closing Date but
before the filth [fourth] [2] anniversary of the Closing Datc, and (ii) Lender, in its sole and absolute
discretion, finds that extenuating circumstances caused a delay in the Resource Commissioning
Date.Ll

“Escrow Funds™ has the meaning given in Section [3.1.35].

“LERCOT” means the Electric Reliability Council of Texas, Inc., or its successor or
other entity certified by the PUCT as “independent organization™ pursuant to PTIRA Section
39.151.

“ERCOT Protocols” means the binding documents adopted by ERCOT, including
any allachments or exhibits referenced thercin, as amended from time to time, that contains the
scheduling, operating, planning, reliability, and settlement (including registration) policics, rules,
guidelines, procedures, standards, and criteria of ERCOT. The version of the ERCOT Protocols in
cllect at the time of the performance or non-performance of an action shall govern with respect to
that action.

“ERISA™ means the Cmployce Retirement Income Security Act of 1974, as
amended from time to time, and the regulations thereunder.

“Event of Default™ has the mecaning given in Article 7.

“HExempt Wholesale Generator” means an “exempt wholesale gencrator™ as delined
in 18 C.F.R. § 366.1.

“Facility” means the Commitments and the Loans made thereunder.

*Federal Reserve Board™ means the Board of Governors of the Federal Reserve
System.

“FERC” means the Federal Energy Regulatory Commission and its successors.
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“Final Completion™ means the achievement of “[Facility IFinal Completion]” under
the Construction Contract, the achievement of *|Final Complction]™ under the [e].

“Final Drawing™ has the meaning given in Section 3.4.7(b).

“linal Maturity Date™ means the carliest of (a) the Scheduled Final Maturity Date
and (b) the datc on which the entire outstanding principal amount of the Loans, together with all
unpaid interest, fees, charges and costs, shall be acecleraled in accordance with the Agreement;
provided that if such date is nol a Business Day, the Final Maturity Date shall be the immediately
preceding Business Day from such date.

“Financial Officer” means, with respect to any Person, the gencral manager, any
director, the chief financial officer, the controller, the treasurer or any assistant treasurer, any vice
president of Mnance or any assistant vice president of finance or any other vice president or
assistant vice president with significant responsibility [or the financial affairs of such Person.

“Fitch™ means Fiich, Inc.

“FPA™ means the Federal Power Act, as amended, including the regulations of the
FERC thereunder.

Administrative Agent and Lender with respect to the disbursement ol funds on the Closing Date.

“Future Permits™ means Permits that, at the relevant time of inquiry, in light of the
stage of development, construction or operation of the Projeet and pursuant to applicable Legal
Requirements or Operalive Documents, are not yet required to be obtained for the Project.

“OAAP” means pencrally accepled accounting principles in the United States
consistent with those applied in the preparation of the financial statements referred to in the
Agreement,

&L

Gas Supplier” means [e].

“Gas Supply Agreement™ means, collectively, (i) the [Base Contract for Sale and
Purchase of Natural Gas], dated as of [e], by and among Borrower and [e], and (ii) the [Special
Provisions to Base Contract for Sale and Purchase of Natural Gas], dated as of [e], by and among
Borrower and [e], and (iii) the Transaction Confirmation, dated as of [e], by and belween
Borrower and [e].

“Gas Transportation Agreement” means that certain |FT'S Form of Transportation
Service Agreement Applicable to Firm Transporlation Service Under Rate Schedule IFTS],
Contract No. [e], dated as of [#], between the Borrower and [s].

“Governing Documents™ means, with respect to any Person, the certificate or

13

286713613.6



articles of incorporation, bylaws, operating agreement or other organizational or governing
documents of such Person.

“Governmental Authorily™ means any lederal, stale, municipal, regional, national,
tribal or other povernment, governmental department, commission, board, bureau, court, agency
or instrumentalily, political subdivision or any cntity or officer thereof excreising executive,
legislative, judicial, taxing, regulatory or administrative functions of or pertaining to any
government or any court, in cach case whether associated with a state of the United States, the
United States, or a foreign entity or government and shall also include any supra-national body
exercising such powers or functions, such as the European Union or the European Central Bank.
For the avoidance of doubl, “Governmental Authoritics™ include FERC, PUCT, ERCOT, the U.5.
Army Corps of Engineers, the 11.S. Fish and Wildlife Service, the 1J.S. Environmental Protection
Agency, the 11.S. Federal Aviation Administration, the U.S. Department of Energy, NERC and
TRE.,

“Governmental Rule” means any law (including common law), statute, rule,
regulation, Permit, ordinance, order, code, trealy, judgment, decree, directive, guideline, policy or
similar form of decision of any Governmental Authority, including the ERCO'T Protocols and any
Environmental Law, in cach casc, whether in cffcet as of the date of this Agreement or as of any
date hereafter.

“Group Members™ has the meaning given in Section 4.26.

“Hazardous Substances™ means those substances, chemicals, malerials or wasics
regulated under Environmental lLaw, including substances, chemicals, materials or wasles
regulated as “hazardous,” “extremely hazardous,” “toxic,”, a “pollutant,” or a “contaminant,” or
for which standards of conduct or liability are or may be imposed pursuant to Environmental Laws,
including petroleum, asbestos or asbestos-containing materials, polychlorinated biphenyls, per-
and polyfluoroalkyl substances, and noise.

LRI Y

“Hedging Agreement” means any agreement in respect of any interest rate swap,
forward rate transaction, [orward commodity transaction, commodity swap, commodity option,
interest rate option interest or commodity cap, interest or commaodity collar transaction, currency
swap agreement, curreney future or option contract or other similar agreements.

“Historical Debt Service Coverage Ratio” means, as ol any date ol delerminalion,
the ratio of (a) actual Operating Cash Available for Debt Service for the immediately preceding
[ 2-month period, to (b) Debt Service payable during the immediately preceding 12-month period,
and which shall be calculated based on the Financial Statements that have been, or are required Lo
have been, delivered by the Borrower pursuant to Section 5.5; provided that if less than 12 full
months have elapsed, the period for the calculation of such ratio shall be the actual period of up Lo
12 full months that have occurred.

“Improvements™ means those works that constitute the Project.

“Indenture” means that certain I'rust Indenture, dated as of [ ] 1, 2025, by and
between Kerrville Public Utility Board Public Facility Corporation and U.S. Bank Trust Company,
Mational Association, as amended from time to time.
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“Independent Engineer” means [#] or another engineering consultant selecled in
accordance with Section 10.1.

“Independent Engineer Report” means the report entitled *[ ®]”, dated as of [e], and
delivered by the Independent Engineer, including all exhibits, appendices and any other
attachments.

“Insolvency or Liguidation Procceding™ means:

(a) any voluntary or involuntary case or procceding under any
Bankruptey Law with respect to any of the Borrower Partics;

(b)  any other voluntary or involuntary insolvency, rcorganization or
bankruptey case or proceeding, or any receivership, liquidation, reorganization or other similar
case or proceeding with respect Lo any of the Borrower Parties or with respect to a material portion
of its assels;

(c) any liquidation, dissolution, reorganization or winding up of any of
the Borrower Parlics whether voluntary or involuntary and whether or not involving insolvency or
bankruptcy; or

(d)  any assignment for the benelit of creditors or any other marshalling
ol asscts and liabilities of any of the Borrower Parties.

“Insurance Consultant” means [ ] or another insurance consultant selected in
accordance with Section 10.1.

“Insurance Consultant Report” means the report entitled “[ o], dated as of [e], and
delivered by the Insurance Consultant, including all exhibits, appendices and any other
attachments thereto.

“Insurance Proceeds” means procceds received by the Borrower from any claim
submitted under an insurance policy with respect to the Project.

“Intcllectual Property” means any and all of the following, in any jurisdiction in the
world, and all rights therein: (a) patents, patent applications, patent disclosures, and industrial
designs (including utility models, designs, and industrial property), registrations and applications
for registration of industrial design rights, and all reissues, reexaminations, divisionals,
continuations, continuations-in-part and extensions of any of the foregoing; (b) Internet domain
names, social media accounts, trademarks, service marks, trade dress, trade names, logos,
corporate names, and other similar designations of source, association or origin, and registrations
and applications for registration for any of the foregoing together with all of the goodwill
associated therewith; (c) copyrights (registered or unregistered), works of authorship, and
copyrightable works, and registrations and applications for registration for any of the foregoing;
(d) mask works and registrations and applications for registration thereof; (€) software; (f) trade
secrets and other conflidential information, ideas, formulas, compositions, inventions (whether
patentable or unpatentable and whether or not reduced to practice), know how, processes and
techniques, methods, methodologies, algorithms, formulac, research and development
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information, drawings, specifications, designs, plans, proposals, technical data, financial and
marketing plans and customer and supplicr lists and information; (g) rights of publicity and
likeness; (h) any other intcllectual property rights and (i) copies and tangible embodiments thereof
(in whatever form or medium).

“Interconnection Agreements” means, collectively, the Standard Generation
Interconnection Agreement and any related facilities extension agreement, facilities construction
agreement, discretionary service agreement, or comparable agreements, as applicable.

“Interest Rate™ means 3.0%.

[13

T Systems™ has the meaning given in Scetion 4.21 4.

“Joint Venture™ means a joint venture, partnership or other similar arrangement,
whether in corporate, partnership or other legal form; provided that in no event shall any corporate
Subsidiary of any Person be considered (o be a Joint Venture to which such Person is a party.

“Knowledge™ means, with respect to:

(a) the Borrower, the aclual knowledge of any Principal Persons of the
Borrower or any knowledge that should have been obtained by any Principal Person of such Person
upon reasonable investigation and inquiry; and

(b)  any other Person, the actual knowledge of any such Person or any
knowledge that should have been obtained by such Person upon rcasonable investigation and
inguiry.

“Legal Requirements™ shall mean, as to any Person, any requirement under any
Permit or under any Governmental Rule, in each casc applicable to or binding upon such Person
or any of its properties or to which such Person or any of its property is subject.

“Lender” has the meaning given in the precamble.

[“Lender I'orce Majeure Event” means any act, event or circumstance that is
beyond the control ol any Lender its Agents, including any act or provision ol any present or future
law or regulation of any Governmental Authority (other than Lender, unless [ender is issuing such
regulation in compliance with Governmental Rules), any act of God, fire, flood, severe weather,
epidemic, quarantine restriction, explosion, sabotage, strike or other material labor disruption, act
of war, act of terrorism, riot, civil commotion, lapse of the statutory authority of the United States
Department of the Treasury Lo raise cash through the issuance of Treasury debl instruments, the
unavailability of the Federal Reserve Bank wire, disruption or failure of the I'reasury Financial
Communications System or other wire or communication facility, closure or shutdown of the
federal government or any agency or instrumentality thercol, unforeseen or unscheduled closure
or evacuation of such Person’s office or any other similar event.]

“Lien” means, with respect to any property or assel, any mortgage, deed of trust,
licn, pledge, charge, security interest, covenant, condition or restriction, or encumbrance of any
kind in respect of such assel, whether or not filed, recorded or otherwise perlecled or effective
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under Legal Requirements, as well as (he interest of a vendor or lessor under any conditional sale
agreement, capital lease or other title retention agreement relating to such asset.

“Loan-to-Eligible Project Costs Ratio” means, as of any dale of determination, the

ratio of*

(a) the aggregate outstanding principal amount of all Loans (including,
for the avoidance of doubt, the principal amount of any requested Loan), to

(b) the aggregate amount of Cligible Project Costs (as evidenced to the
reasonable satisfaction of Lender, in consultation with the Independent Engineer, and for which
the Borrower has not been reimbursed), incurred and paid on or prior to the relevant Requested
Loan Date (or reasonably anticipated to be paid within [30] days afier such Requested Loan Date).

“Loans™ has the meaning given in Section 2.1.1.

“Major Maintenance” means labor, materials and other direct expenses for any
overhaul of, or major maintenance procedure for, the Project or any part thereof which require
significant disassembly or shutdown of the Project, (a) in accordance wilh Prudent Industry
Practices, (h) pursuant o manufacturers’ requirements to avoid voiding any such manufacturer’s
warranty or (¢) pursuant to any applicable Legal Requirement.

[“Major Project Documents™ means the following:

(a) the Consiruction Confract;

(b)  the Engine Supply Agreement;

(e) the Payment and Performance Bonds;
(d)  the Transformer Supply Agreement;
(c) the Gas Supply Agreement;

(f) the Tnlerconncction Agreements;

() the Gas Transportation Agreement;
(h)  the O&M Agreement;

(i) Reserved;

(i) the Construction Management Agreement;
(k) the Fuel Management Agreement;

() the Energy Management Agreement;

(m)  each Permitted Commodity Hedge Agreement;
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(n)  each Additional Project Document; and

(0)  each Replacement Project Document for any Major Project
Document.]

“Major Project Participants” means each counterparty to a Major Project

ocument.

“Market Consultant” means [Deloitte 1.1.P] or another clectric market consultant
selected in accordance with Section 10.1,

“Market Report™ means the report entitled “[o]”, dated as of [e], and delivered by
the Market Consultant, including all exhibits, appendices and any other attachments,

“Material Adverse Lffect™ means (a) a material adverse change in the current
business, property, results of operation or financial condition of the Project or of Borrower, taken
as a whole, (b) any event or occurrence of whatcver nature which could reasonably be expected Lo
malerially and adversely affcet Borrower’s ability to perform its material obligations under the
Credit Documents (laken as a whole), (c) any event or occurrence of whatever nature which could
reasonably be expected to materially and adversely affect the value, validity or priorily of the
Lender’s interest in the Trust Estate, taken as a whole and (d) any event or occurrence of whatever
nature which could reasonably be expected to matcrially and adversely affect the material rights
and remedies of L.ender under any of the Credit Documents.

“Maximum Loan-to-Eligible Project Costs Ratin™ means [60]%.

“Minimum Notice Period™ means not later than [12:00 p.m., Austin, Texas time] at
least [three] Business Days belore the date of any Borrowing or Optional Prepayment.

1

oody’s” means Moody’s Investors Service, Inc.

"NERC CIP Standards” means the North American Electric Reliability
Corporation’s Critical Inlrastructure Protection Reliability Standards.

“MNew Permits™ has the meaning given in Section 3.4.8(a).

“Non-Appealable™ means, any specified time period allowing a request for
rehearing or administrative appeal to the applicable Governmental Authority or the filing of
liligation or an appeal to a courl having jurisdiction over any Permit (other than Permits that do
not have limits on appeal periods under Legal Requirements), as applicable, has either clapsed
withoul any such request for rchearing, administrative appeal, litipation or appeal having been
brought or, if any such rehearing, administrative appeal, litigation or appeal was brought during
such time period, such rehearing, administrative appeal, litigation or appeal has been denied or
otherwise resolved with finality.

“MNon-Recourse Persons™ has the meaning given in Article 8.

“Naotice of Borrowing™ means a request by Borrower in accordance with Section
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2.1.2 and substantially in the form of Ixhibit 13-1 thereto.

“Notice of Project Completion™ means a request by Borrower in accordance with
Section 3.4.1 and substantially in the form of Exhibit 13-5 thereto.

“O&M Agreement” means the [Operation and Mainlenance Agreement], dated as
of ], entered into by and between Borrower and Operator.

“O&M Costs” means all direct and indirect cosls of operation, maintenance, and
repair of the Project and the reasonable administrative expenses of the Corporation related solcly
Lo the Project.

“Obligated Capacily™ is equal to the adjusted seasonal net max sustainable rating
(defined as the registered ERCOT Seasonal Net Max Sustainable Rating adjusted for planned
derates).

“Obligations™ mecans and includes, all loans, advances, debts, liabilitics, and
obligations, howsoever arising, owed by Borrower o the Lender of every kind and description
(whether or nol evidenced by any note or instrument and whether or not for the payment of money),
direct or indirect, absolute or contingent, due or to become due, now existing or hereafter arising,
pursuant to the terms ol the Agreement or any of the other Credit Documents, including all interest,
fees, charges, expenses, attorneys” fees and accountants fees chargeable to Borrower and payable
by Borrower hereunder or thereunder.

*Qpen Market Bond Funding” means moncys obtained by the Borrower from the
proceeds of Bonds issued by the Borrower under the terms of the Series 2025A Supplement.

|*Operating Cash Available for Debl Service™ means, for any period, (a) revenues
from the Power Supply Agreement received during such period minus (b) the sum of (i) O&M
Costs paid (provided that O&M Costs relating to insurance premiums shall, for purposes of this
definition, be accounted for by ratably allocating such amounts over the period to which they apply
rather than accounting for them solely during the period in which they were paid) plus (ii) all
Ordinary Course Settlement Payments payable by Borrower in respect of Commodity Hedge and
Power Sale Agrcements plus (iii) any required deposils into Funds held by the Indenture Trustee
under the terms of the Indenture.]

“Operative Documents™ means, collectively, the Credit Documents and the Project

Documents,
“Opcrator” means [ @], a [e] limited liability company.

*(Optional Prepayment™ has the meaning given in Section 2.1.6(h).

“Ordinary Course Settlement Payments” means all regularly scheduled payments
due under any Commodity Hedge Agreement from time to time, calculated in accordance with the
terms ol such Commodity Hedge Agreement, but excluding, for the avoidance of doubt any
“Settlement Amounts” or “Termination Payments” due and payable under such Commodity Hedge
Agreement in conncetion with an Early Termination Event.
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*Original Base Case Financial Model™ means the Base Case Financial Model, titled
| ®] and approved by Lender as of [e].

(14

OT Systems™ has the meaning given in Scction 4.21.4

“PAF” means, lor any 12-month measurement period, the ratio, expressed as a
percentage and caleulated with ERCO'T availability and real time telemetered data of (a) an amount
equal to (i) (A) the Rl Telemetered HSL mudtiplied by (B) the Available Flag, divided by (ii) the
Obligated Capacity, to (b) the Total Evaluated I"eriod Intervals.

“Payment and Performance Bonds™ means, collectively, the “[Payment Bond]” and
the “Performance Bond™ delivered by the Construction Contractor on the “|Notice to Procced
Daie]” under the Construction Contract,

*Performance Covenant™ means the covenant set forth in Section 5.25.

“Perlormance Covenant Undertaking™ means that certain Performance Covenant
Undertaking, dated as of the datc hereof, among Borrower and the [Lender.

“Performance Tests” means (a) the “[Performance Tests|” as defined in the
Construction Contract, or (b) performance tests that are substantially equivalent to the
“Performance Tests” as defined in the Construction Contract.

“Permit” means any and all franchises, licenses, permils, approvals, consents,
notifications, filings, submissions, certifications, registrations, tariffs, authorizations, exemptions,
variances, qualifications, and other rights, privileges and approvals issued by any Governmental
Authority or required under any Governmental Rule.

“Permitted Afliliate Transactions™ means (a) the Operative Documents in cffcet on
the Closing Dale entered into by Borrower with any or more of its Affiliates, and the transactions
expressly contemplated thereby and Replacement Project Documents in respect thereof and the
transactions cxpressly contemplated thereby (provided that such Replacement Project Documents
are on substantially similar terms and conditions as the Project Documents they replace or are
otherwise approved by Administrative Agent), (b) transactions on terms no less favorable to
Borrower than would be included in an arm’s-length transaction entered into by a prudent Person
with a non-Affiliated third party, (c) any employment, noncompetition or confidentiality
agreement entered inlo by Borrower with any of its employees, officers or direclors in the ordinary
course of business, (d) the payments expressly permitted by Section 6.6.2 (other than Section
6.6.2(b)). () any transaction otherwise expressly permitted or contemplated by Scetion 6.4 and ([)
an arrangement by any Affiliate of any credit support required to be provided under any Permitted
Commadity lledge Agreement so long as claims of such Affiliate arising out of such credit support
arc treated as Open Market Bond Funding to Borrower.,

“Permitted Capital Expenditures” means Capital Expenditures incurred by
Borrower in accordance with Prudent Tndustry Practices that are (a) necessary to operale the
Project in compliance with applicable Legal Requirements or (b) incurred in the ordinary course
of the operation and maintenance of the Project excluding, for the avoidance of doubt, Major
Maintenance.
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“Permitted Commodity Hedge Agreement™ means any Commodity Hedge and
Power Sale Agreement entered into in the ordinary course of business, and, in any casc:

(i) to sell, purchase or hedge against fluctuations in the price ol
energy, natural gas, ancillary services, capacity, clectric or natural gas transmission service or other
commodily to which Borrower has actual or reasonably expecled cxposure;

(i) that is not for speculative purposes;

(iii)  that is entered into in the best interest of, and on terms fair
and rcasonable to, Borrower;

(iv)  with respect to physical sales ol encrgy, capacity or ancillary
services, commits Borrower to no more than the actual uncommitted available output on a net basis
(based on physical and scasonal input and output availability) of the Project (taking into account
the cach Permitted Commaodity Hedge Agreement then in effect and all commitments to sell
energy, capacily or ancillary serviees in the ERCO'T system);

(v)  does not creale, permit or suffer to exist any l.ien other than
Permitted Liens;

(vi) is entered into with a Permitted Commodity Hedge
Counterparty;

(vii) if such agreement is a fucl supply or fuel transportation
agreement, either (A) it has been approved by Lender, such approval not to be unrcasonably
withheld, conditioned or delayed, (B) is an agreement lo remarket excess gas purchased in the
ordinary course of business or (C) is a physical fuel supply or fuel transportation agrcement the
term of which begins no earlier than the end of the term of the Gas Supply Agreement and has
terms and conditions substantially similar to, or more economically favorable lo Borrower than,
terms and conditions then-available on an arms’ length basis for agreements of such kind and
provides for the same delivery points or receipt points as the Gas Supply Agreement in cffeet on
the Closing Date, and is with a counterparty ol a comparable or better standing than the
counterparties to the Gas Supply Agreement; and

(viii) if such agreement is a swap, option, collar or cap involving,
or scitled by reference to, one or more commodities, or such agreement is a power purchasc
agreement, tolling agrecment or capacity purchase agreement, cither (A) it has been approved by
Lender, such approval not to be unreasonably withheld, conditioned or delayed, (B) (w) any index-
based pricing terms in such agreement are the same as the Revenue Put Agreement so as to avoid
any incremental basis risk resulting [rom cngaging in transactions based on dillerent index
locations (it being acknowledged that this sub-clause (w) shall not restrict the ability of Borrower
to sell energy at the Project’s electrical interconnection point with the ERCOT transmission
system), (x) any heat rate and variable operating and maintcnance specifications in such agreement
arc consistent in all material respects with the then expected performance of the Project, (y) after
giving elTect to such agreement, no more than [#]% of the Project’s [ ®] MW of capacity, shall be
subject to, or committed under, a Permitted Commodity Hedge Agreement described in this clause
(viii), and (2) the term of such agreement is no longer than one year from the date such agreement
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is entered into or (C) it is an agreement in respect of sales inlo ERCOT day-ahead and real-time
energy markets.

“Permilled Commadity Hedge Counterparty™ means, with respect Lo any Permitted
Commodity Hedge Agreement:

(a) any Person that is reasonably acceptable to Lender;
(b)  ERCOT;

(c) any Person that is a commercial bank, insurance company, or other
similar financial institution of any Affiliate thereof);

(d)  any Person that is a public utility under the FPA or ERCOT or a
reputable exchange (c.g., InterContinental Exchange);

(e) any Person that is in the business of selling, marketing, purchasing,
or distributing electric cnergy, capacity, ancillary services, fuel, or cmissions credits, whether
scttled linancially or physically;

(H) the Gas Supplier; and
() the Revenue Put Counterparty.
“Permitted Debt” means:
(a) Debt or other obligations incurred under the Credit Documents,

(b) to the extent constituting Debt (bul not for borrowed money),
indemnification obligations of Borrower under the Project Contracts,

(¢)  trade or other similar Debt incurred in the ordinary course of
business (but not for borrowed money), cither nol more than 90 days past due or being contested
in good faith,

(d)  contingent liabilitics ol Borrower incurred in the ordinary course of
business, to the extent otherwise constituting Debt, including those relating to (i) the acquisition
of goods, supplies or merchandise in the normal course of business or normal trade credit, (ii) the
endorsement of negotiable instruments received in the normal course of its business, and (iii)
contingent liabilitics incurred with respect to any Applicable Permit, Credit Document or Project
Document,

() capital lease obligations and any other Debt of Borrower (including
purchase money obligations incurred by Borrower to finance the purchase price of discrete items
of equipment not comprising an integral part of the Project that extend only to the equipment being
financed) in an aggregate amount of secured principal not cxceeding $[15,000,000] at any one time
outstanding,
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(§3) obligations of Borrower in respect of performance bonds, bid bonds,
completion guarantees, surety bonds or similar instruments in an aggregate amount not exceeding
$[15,000,000] at any one time outstanding,

(g) ordinary course indemnities under agreements that are not Operative
Documents or in connection with the issuance of the Title Policy or endorsements or supplements
thercto,

(h}) to the extent constituting Debt, obligations ol Borrower under
Permitted Commodity ledge Agreements,

(i) to the cxtent constituting Debt, Debt arising from the honoring by a
bank or other financial institution of a check, draft or similar instrument drawn against insufficient
funds in the ordinary coursc of business or other cash management services in the ordinary coursc
of business; provided that the 1ebt described in this clause is extinguished within |15] Business
Days of its incurrence,

)] other unsecured indebtedness owed to Afliliates of Borrower in an
amount not to exceed $[75,000,000] solcly to the extent it is fully subordinated to the secured
Obligations and made subject to a duly executed and delivered subordination agreement
substantially in the form ol Exhibit C-2, and

(k)  other unsecured Debt in an amount not to exceed $[15,000,000].

“Permitted Liens” means:

(a) the Lien on T'rust Estate created by the Indenture;

(b)  Liens or pledges ol deposils of cash securing deductibles, self-
insurance, co-payment, co-insurance, retentions or similar obligations to providers ol property,
casualty or liability insurance in the ordinary course of business;

(c) Licns created for the benefit of the counterparty lo any Permitted
Commodity Hedge Agreement;

(d)  Liens in connection with or evidenced by Permitted Debt described
in clause (¢) in the definition thereof;

(e)  all exceptions disclosed in Schedule 3 of the Title Policy on the
Closing Date;

(N easements, rights-of-way, restrictions, trackage rights, defects or
irregularities in title, restrictions on use of real property and other similar non-monetary
encumbrances or liens, in each casc that, in the aggregate, do not have a Material Adverse Effect
on the use of the property encumbered thereby in connection with the Project;

(g)  any interest or title of a lessor or sublessor under any lease of real
estate permilled hercunder and covering only the assets leased;
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(h)  any zoning, building and land use laws, regulations and ordinances
or similar Legal Requirement that (i) individually or in the aggregate could not reasonably be
cxpected to have a Material Adverse Effect and (ii) do not individually or in the apgrepate
materially detract from (A) the value of the Project or (B) the ability ol Borrower to use the
property affccted by such restrictions lor its intended use with respect to the construction,
development, ownership, use or operation of the Project;

(i) Licns cvidenced by the filing of precautionary UCC financing
stalements relating solely to operating leases of personal property entered into in the ordinary
course of business;

() Liens not otherwise permitted hereunder so long as the aggregate
outstanding principal amount of the obligations secured thercby does not execed $[2,500,000] at
any one time;

(k) [Liens of Borrower arising by virtue of any statutory or common law
provision relating to bankers’ licns, rights ol set-olT or similar rights arising in the ordinary course
ol business;

() extensions, renewals and replacements ol any ol the loregoing or
following Liens to the extent and for so long as the Debt or other obligations secured thereby
remain outstanding.

“Person™ means and includes natural persons, corporations, limited partnerships,
general parinerships, limited liability companies, limited liability partnerships, joint stock
companies, Joint Ventures, associations, companies, trusts, banks, trust companies, land (rusts,
business trusts or other organizations, whether or not legal entities, and Governmental Authorities.

“Personal Information™ means, as pertinent to an identified and/or identifiable
employee, applicant, contractor, individual business conlact, website user, or other natural person:
(1) the individual’s name, address, date of birth, financial account information, credit or debit card
information, e-mail address, medical insurance number, Social Security number, and health
information, including protecled health information as that term is defined under the Ilealth
Insurance Portability and Accountability Act of 1996 (“HIPAA™), as well as (2) any other dala
relating to such identificd or reasonably identifiable natural person.

“P'OF” means, for any 12-month measurement period, the ratio, expressed as a
percentage and calculated with ERCOT data of (a) onc minus (b) an amount equal Lo (i) the Total
Evaluated Period Intervals divided by (ii) the Total Period Intervals.

“Power Sales Agreement™ means that certain Power Sales Agreement, dated as of
L |, 2025 by and between Kerrville Public Utility Board and Kerrville Public Utility Board
Public Facility Corporation.

“Principal Persons™ means any cxccutive officer, director, or other Person with
primary management or supervisory responsibilities with respect to any Group Member or any
other Major Project Participant.
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“Principal Repayment Date” shall mean each Payment Date on the Bonds on which
principal is due and payable.

“Privacy and Security [.aws™ has the meaning given in Section 4.21.6.

[“Prohibited Person™ means any Person:

(a)  that fails to comply with the following provisions of the Texas
Government Code and other Legal Requirements as noted: §556.005 and §556.0055 (receipt of
funds not prohibited by lobbying); §669.003 (does not employ current or former executive head
or employees of PUCT during certain limelrames); §2155.004(b) (has not financially participated
in preparing contract specifications on which loan agreement is based); §2155.006 and §2261.053
(has not been convicted of, or assessed a penally for, violating federal law regarding awards related
to hurricane relicf, recovery, or reconstruction efforts); §2155.0061 (has not been convicled of any
offense related to the direct support or promotion of human trafficking); §2252.152 and Executive
Order No. 13224, “Blocking Property and Prohibiting Transactions with Persons Who Commit,
Threaten to Commit, or Support Terrorism,” published by the United States Department of the
Treasury, Office of Forcign Assets Control (does not finance or engage in business with Llerrorists);
§2271.002 (does not boycott Israel); §2274.002 (does not discriminate against firearm entities);
§2276.002 (docs not boyeott energy companies); Texas Govermnment Code Chapler 572 and Texas
Utilities Code Chapter 12 (does not employ or hire restricted individuals); Texas Government
Code Chapter 2275 and Texas Business and Commerce Code Chapter 117, known as the Lone
Star Infrastructure Protection Act (not owned or controlled by citizens or governmental entities of
China, Iran, North Korea, Russia, or any other country designated by the Governor of Texas, or
headquartered in any of those countries); Texas Business and Commerce Code Chapter 17 (has
not been subject of or found liable for allegations of unfair or Deceptive Trade Practices
violations); Texas Business and Commerce Code §15.01, et. seq. and 15 U.S.C. §1, et. seq. (has
not violated antitrust laws); and ‘I'exas IFamily Code §231.006 (does nol have delinquent child
support);

(b)  that is debarred, suspended, proposed for debarment, declared
ineligible, or otherwise excluded from participation in the Agreement by any state or federal
agency;

(c) that is, or is owned by a holding company or owns a subsidiary that
is: (1) listed in Section 889 of the 2019 National Defense Authorization Act (NDAA); (ii) listed in
Scction 1260H of the 2021 NDAA; (iii) owned by the government of a country on the U.S.
Department of Commeree’s foreign adversaries list under 15 C.F.R. §791.4; or (iv) controlled by
any governing or regulatory body located in a country on the U.S. Departiment of Commerce’s
foreign adversaries list under 15 C.F.R. §791.4; or

(d)  thatis a Sanctioned Person.]
“Projeet” has the meaning given in the recitals.

“Project Completion” means satisfaction or waiver in wriling of the conditions set
forth in Section 3.4.
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“Project Completion ate” means the date on which Projeet Completion oceurs.

“Project Complction Longstop Dale™ means [e].

“Project Costs™ means the following costs and expenses incurred or to be incurred
on or prior to the Project Completion Date in conneclion with the ownership, acquisition,
development, design, engineering, procurement, permitting, construction, installation, equipping,
assembly, inspection, testing, completion, start-up, conunissioning, operation and linancing of the
Project:

(a)  all amounts payable under the Construction Contract and the other
Project Documents and, any contractor bonuscs, sile leasing and preparation costs, any
interconnection and ransmission upgrade costs payable by Borrower, costs related to acquisition,
development and construction of facilities for the reecipt of natural gas, water and other inputs to,
and to transport or deliver eleetricity and other outputs from, the Project, and all other amounts
payable under the Project Documents prior to IYinal Completion, including contingency provided
for in the Construction Budget and amounts payable in order to complete the Punch List;

(b) financing, advisory, consulting, legal, accounting and other fees and
related costs;

(c) all other Project-related costs, including fuel-related costs and
prepaid fuel costs, any development costs (including funding any mitigation measures (such as
community projects and the purchasc of certain nearby residences) required in connection with the
Projeet), management services fees and expenses and costs and expenses to complete the
construction and financing of the Project;

(d)  conlingency funds, required reserves, start-up costs and initial
working capilal costs;

(c) property and sales laxes due in respect of the Project;
(H) &M Costs incurred prior to the Project Completion Dale;

(g) payments and fecs under the Permilled Commodity Hedge
Agrcements (other than termination payments under the Permitted Commodity Hedge
Agreements);

(h) payments lo ERCOT;

0] costs and expenses incurred with the negotiation and preparation ol
the Operative Documents and the formation ol Borrower;

(i interest (including interest during construction), fees and other
amounts payable under the Credit Documents;

(k)  repayment ol existing debt (and any interest, fees and costs
associated with same);
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( fees and cosls payable under the Construction Management
Agresment;

(m)  costs and expenses of obtaining insurance for the Project; and

(n)  amounts required to fund, the Reserve Fund in accordance with the
terms of the Indenture and this Agreement.

“Project Document Modification” has the meaning given in Section 6.10.

“Project Documents” means, without duplication, the Major Project Documents
and cach other agreement related to the development, construction, operation, mainlcnance,
management, administration, ownership or use of the Project, the sale of power therefrom, the
provision of gas, electricity and other services thereto and Real Property rights and interests
relating to the Project, in cach case, entered into by, or assigned Lo, Borrower.

“Project Schedule” means a schedule sctting forth the expected schedule and
milestones for construction of the Projeet through IYinal Completion delivered to the Lender on the
Closing Date pursuant to Section 3.1.17.

“Projected Debt Service Coverage Ratio” means, as of any date of determination,
the ratio of (a) Operating Cash Available for Debt Scrvice for the next succeeding 12-month period
based on amounts projected in an updated Base Case Financial Model, adjusted based on the then
current Market Study using a methodology consistent with the Closing ate Base Case Financial
Model and taking into account any Permitted Commodity Hedge Agreement not in default to (b)
Debt Service scheduled for the next succeeding 12-month period.

“Prudent Industry Practices” means those practices, mecthods, equipment,
specifications and standards of safety and performance, as the same may change from time to time,
as are commonly used by independent operators of natural gas-fired electric gencration stations in
the ERCOT system of a type and size similar Lo the Project as good, safe and prudent enginecring
practices in connection with the design, cngineering, construction, operation, maintenance, repair
and use of gas turbines, electrical generators and clectrical and other equipment, facililies and
improvements of such electrical station, with commensurate standards of safety, performance,
dependability, efficicncy and economy. “Prudent Industry Practices” does not necessarily mcan
one particular practice, method, equipment specification or standard in all cascs and shall not be
interpreted Lo require the adoption or implementation of any particular best or most optimal
practice, but is instead intended to encompass a set of practices, mcthods, equipment,
specifications and standards of safety and performance in compliance with all applicable
Governmental Rules and generally accepted by independent operators ol natural gas-fired electric
generalion stations in the ERCOT system of a Lype and size similar to the Project, having duc
regard for, among other things, the preservation of manufacturers’ warranties and operating
instructions and recommended maintenance, the requirements or guidance of Governmental
Authorities, T.egal Reguircments, applicable interconnection operating guidelines and rules,
transmission provider rules and the requirements of insurers.

“PUCT” means the Public Utility Commission of Texas or any successor agency.
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“PULICA™ means the Public Utility Holding Company Act of 2005, including the
regulations ol the FERC thereunder,

“Punch Iist” has the meaning given in the Construction Contract,

“PURA™ means the Public Utility Regulatory Act, TEX. UTIL. CODE ANN. §§
11.001 —43.151 (2023) and the repulations of the PUCT thereunder.

*Qualified Manager™ means a Person that has substantial expericnee as an assel
manager of a Comparable Project, including a minimum of [three] years ol managing one or more
Comparable Projects (whether now or in the past).

*QSE” means Qualified Scheduling Entity as defined in the ERCOT Protocaols.

“Qualified Services Provider” means a Person that is recognized in the electric
power industry as having substantial experience as a construction management support services,
provider [or a Comparable Project for at least [two] ycars and having technical, administrative and
managerial expertisc cxpecled o provide construction management support scrvices o a
Comparable Project.

“Payment Datc™ has the meaning set forth in the Bonds,

parcels of real property (including the Site) owned, leased or operated by Borrower together with
all of Borrower’s interests in all improvements and appurtenant fixtures, equipment, personal
property, casements and other property and rights incidental to the ownership, lease or operation
thereol.

“Regulation D means Regulation 1) of the Board of Governors of the Federal

BEescrve System (or any successor).

“Related Parties™ means, with respect to any specified Person, such Person’s
Aftiliates and the respective directors, officers, employees, agents and advisors of such Person and
such Person’s Affiliates.

“Release™ means any release, spill, emission, leaking, emptying, sceping, pumping,
pouring, injection, escaping, deposit, disposal, discharge, dispersal, dumping, leaching or
migration, whether active or passive, ol any Hazardous Substance into the Environment, including
the movement of any Hazardous Substance through the air, soil, subsurface, surface water or

groundwater, “Released” is the verb form of “Release”.

“Remaining Costs™ has the meaning given in the Depositary Agreement.

“Replacement Obligor” means a Person acceplable to Lender; provided that, in
each case, if such Person is entering into a Replacement Project Document that relates to a Major
Projcet Document that was subject to a Consent, on the date the such Person enters into such
Replacement Project Document, such Person enters into a Consent.
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“Replacement Project Document” means any Project Document entered into by
Borrower with a Replacement Obligor in replacement of a Major Project Document, which, in
cach case, shall be in form and substance reasonably satisfactory to Lender.

“Requested 1.oan Date” means, [or any Noticc of Borrowing, the date requested by
the Borrower [or Lender to make a Loan.

“Resource Commissioning Date™ has the meaning given in the ERCO'T Protocols.

“Responsible Officer” shall mean, as to any Person, its president, executive officer
or financial officer, treasurer or any Person who is a manager or managing member of a limited
liability company (or any ol the preceding with regard to any such manager or managing member)
or any other officer or similar official thereof, in each case responsible for the administration of
the obligations of such Person in respeet of this Agreement and the other Credit Documents.

“Restricted Payment Conditions™ has the meaning given in Scction 6.6.1.

“Risk Management Policy™ has the meaning given in Section 5.21.

“RT Available Flag” is a binary flag that equals one if the real time telemetered
resource status code indicates the Project is available (i.c., any status other than OU'T); otherwise,
the flag equals zero.

“R1 Telemetered HSL” means the high sustainable limit telemetered by the Project
in real lime.

“Rules” has the meaning given in the recilals.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill
Companics, Inc.

“Sanctioned Country™ mcans, at any time, a country, region or territory which is,
or whose government is, the subject or target of any Sanctions broadly restricting or prohibiting
dealings with such country, region, territory or government (currently, Cuba, Tran, North Korca,
Syria, and the Crimea, Luhansk and Donetsk regions of Ukraine).

“Sanctioned Person™ mcans, at any time, any Person with whom dealings are
restricted or prohibited under Sanctions, including (a) any Person listed in any Sanctions-related
list of designated Persons maintained by the United States (including by the Office of Foreign
Assets Control of the U.S. Department of the T'reasury, the 1.8, Department of State, or the U.S.
Depariment of Commerce), the United Nations Security Council, the Furopean Union or any ol
its member states, His Majesty’s Treasury, Switzerland or any other relevant authority, (b) any
Person located, organized or resident in, or any Governmental Authority or governmental
instrumentality of, a Sanctioned Country or (c) any Person 25% or more directly or indirectly
owned by, controlled by, or acting for the benefit or on behalf of, any Person described in clauscs
{a) or (b) hereol.

“Sanctions” means cconomic or financial sanctions or trade embargoes or
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restriclive measures enacted, imposed, administered or enforeed from time Lo time by (a) the 11.8.
government, including thosc administered by the Office of Foreign Assets Control of the U.S.
Department of the Treasury, the 11.S. Department of State, or the U.S. Department ol Commerce
(b) the United Nations Security Council; (¢) the European Union or any of its member states; (d)
His Majesty’s Treasury; (€) Switzerland; or (f) any other relevant authority.

“Scheduled COD Date” means [].

“Scheduled Final Maturity Date” means [e]°.

“Securities” means any stock, shares, partnership interests, limited liability
company interests, voting trust certificales, certificates ol interest or participation in any profit
sharing agreement or arrangement, options, warrants, bonds, debentures, notes, or other evidences
of indebtedness, secured or unsecured, convertible, subordinated or otherwise, or in general any
instruments commonly known as “securities” or any certificates of interest, shares or participations
in lemporary or interim certificates for the purchase or acquisition of, or any right to subscribe to,
purchase or acquire, any of the [oregoing.

“Security Breach™ has the meaning given in Section 4.21.7.

“Series 2025A Supplement” has the meaning provided in the Power Sales

Agrcement.

“Series 202513 Supplement™ mcans the Scrics Supplement (as defined in the
Indenture) to the Indenture in the form attached hereto as Exhibit [ ].

“Site” means all Real Property comprising and/or included within the Project,
including, without limitation, the Real Property, and rights and interests therein described in
Schedule A to the Title Policy and depicted on the survey.

Interconnection Agreement, clfective as of [e], by and between Borrower and |e], the
interconnecting transmission service provider.

“Subsidiary™ means, as to any Person, a corporation, partnership, limited liability
company or other entity of which such Person: (a) owns 50% or more of the sharcs ol stock or
other ownership interests having ordinary voling power (other than stock or such other ownership
interests having such power only by reason of the happening of a contingency) to clect a majority
of the board of directors or other managers, or similar governing body, ol such corporation,
partnership, limited liability company or other entity and/or (b) controls the management, directly
or indirectly through one or more intermediaries. Unless otherwise qualificd, all relerences Lo a
“Subsidiary” or to “Subsidiaries” in this Agreement shall refer to a Subsidiary or Subsidiaries of a
Person.

“Substantial Completion” means the achicvement of [Facility Substantial

S NTD: To insert 20 years from the execution date,
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Completion] (as delined in cach ol the Construction Contract and [e]).
*TELF™ has the meaning given in the recitals.

“Tolal Period Tnlervals™ means the total number of intervals in the evaluation

period.

“Total Evaluated Period Intervals” means the total number of intervals in the
evaluation period, excluding any that occurred during an approved planned outage ol the Project.

“Total T.oss™ has the meaning given in the Depositary Agreement.
“Transformer Supply Agreement” means [e].

*“TRI™ means Texas Reliability Entity, Inc., a regional entity cxercising authority
delegated by NERC.

“Treasury” means the U.S. Department of Treasury.
“Trust Estate” has the meaning set forth in the Indenture.

“UCC” means the Uniform Commercial Code as in ellect [rom time o time in the
State of Texas.

“Unforced Capacity™ has the meaning given in the ERCOT Protocols.

“Unsatisfied Condition” means a condition in a Permit that has not been satisfied
and that either (a) must be satisficd belore such Permit can become elfective, (b) must be satisfied
as of the date on which a representation is made or a condition precedent must be satisfied under
the Agreement, or (¢) must be satislied as ol a [ulure date but with respect to which facts or
circumstances exist which could result in a failure to satisfy such Permit condition.

“USA PATRIOT Act” has the meaning given in Section 11.19.

“Withdrawal Liability” means liability to any multicmployer plan (within the
meaning of Section 4001(2)(3) of ERTSA) as a result of a complete or partial withdrawal from such
multicmployer plan, as such terms are defined in Part 1 of Subtitle E of Title IV of ERISA.
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RULES OF INTERPRETATION
I. The singular includes the plural and the plural includes the singular.

2. A relerence 1o a Governmenlal Rule (except as otherwise provided in this
Apreement) includes any amendment or modification to such Governmental Rule, and all
regulations, rulings and other Governmental Rules promulgated under such Governmental Rule.

1. A reference to a Person includes its permitted successors, permitled
replacements and permitted assigns.

4. Accounting terms have the meanings assigned Lo them by GAAP, as applicd
by the accounting entity to which they refer.

5. The words “include”, “includes™ and “including™ arc not limiting.

6. A reference in a document to an Article, Section, Exhibit, Schedule, Annex
or Appendix is Lo the Arlicle, Scclion, Exhibit, Schedule, Annex or Appendix of such document
unless otherwise indicated. Exhibits, Schedules, Annexes or Appendices to any document shall be
deemed incorporated by reference in such document. In the event of any conflict between the
provisions of the Agreement (exclusive of the Exhibits, Schedules, Annexes and Appendices
thereto) and any Lxhibit, Schedule, Annex or Appendix thereto, the provisions of the Agreement
shall control.

1. Unless otherwise expressly provided, references to any document,
instrument or agreement (a) shall include all exhibits, schedules and other attachments thereto, (h)
shall include all documents, instruments or agreements issued or exccuted in replacement thercof,
and (¢) shall mean such document, instrument or agreement, or replacement or predecessor thereto,
as amended, amended and restated, modificd and supplemented from time to time as permitted
under this Agreement and in effect at any given time.

8. The words “hereof”, “herein®™ and “hereunder” and words of similar import
when used in any document shall refer to such document as a whole and not to any particular
provision of such document.

9. Reflerences to “days™ shall mean calendar days, unless the term “Business
Days™ shall be used. References to a time of day shall mean such time in [Austin, Texas], unless
olherwise specilied.

1. If, at any time after the Closing Date, Moody’s, Fitch or S&P shall change
its respective system of classifications, then any Moody’s, Fitch or S&P “rating” referred to herein
shall be considered to be at or above a specilied level il'il is al or above the new rating which most
closely corresponds to the specified level under the old rating system.

Il.  For all purposcs of the Credit Documents, any reference to a merger,
consolidation, amalgamation, assignment, sale, disposition or transfer, or similar term, shall be
deemed to apply to a division of or by a limited liability company, limited partnership, or trust, or
an allocation of assets to a series of limited liability company, limited partnership, or trust (or the
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unwinding of such a division or allocation), as if it were a merger, consolidation, amalgamation,
assignment, sale, disposition or transfer, or similar term, as applicable, to, of or with such Person.
Any division of a limited liability company, limited partncrship, or trust shall constitute a separate
Person under this Agreement and the other Credit Documents (and each division of any limited
liability company, limited partnership, or trust that is a Subsidiary, joint venture, or any like term
shall also constitute such a Person or entity).

2 The Credit Documents arc the result ol negotialions belween, and have been
reviewed by Borrower, each party to any such Credit Document, l.ender and their respective
counsel. Accordingly, the Credit Documents shall be deemed (o be the product of all partics
thereto, and no ambiguity shall be construed in favor of or against Borrower, any party to any such
Credit Document or the Lender solely as a resull of any such party having dralled or proposed the
ambiguous provision.
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EXHIBIT B - KPUB RESOLUTION 25-05
RESOLUTION NO. 25-05

RESOLUTION APPROVING FINANCING OF A POWER GENERATION FACILITY BY
THE KERRVILLE PUBLIC UTILITY BOARD PUBLIC FACILITY CORPORATION
THROUGH THE ISSUANCE OF BONDS; AUTHORIZING THE EXECUTION OF THE
POWER SALES AGREEMENT BY THE KERRVILLE PUBLIC UTILITY BOARD TO
SECURE SUCH BONDS; AUTHORIZING THE EXECUTION AND DELIVERY OF OTHER
DOCUMENTS IN CONNECTION WITH, AND THE TAKING OF OTHER ACTION TO
EFFECT, THE ISSUANCE, SALE AND DELIVERY OF SUCH BONDS; AND RESOLVING
RELATED MATTERS

WHEREAS, the City Council of the City of Kerrville, Texas (the “City") authorized and
approved the creation of the Kerrville Public Utility Board Public Facility Corporation (the
“Corporation”) under Chapter 303, as amended, Texas Local Government Code (the "Act”), for
the purpose of financing or providing for the acquisition, construction, rehabilitation, renovation,
repair, equipping, furnishing, and placement in service of “public facilities” (as defined in the
“Act”), including electric power supply facilities to be devoted to public use by the City's electric,
light and power system (the “System”), as managed by the Kerrville Public Utility Board (“KPUB")
in an orderly, planned manner and at the lowest possible costs (collectively, the “Public
Purposes”); and

WHEREAS, the Corporation’s Board of Directors (the "Board") has determined that it is in
the public interest and to the benefit of the City's residents that it continue to finance the
construction of a Gas-Fired Reciprocating Internal Combustion Engine (RICE) Facility Project (the
“Project”), as further described in the Corporation Resolution (defined below), in order to
effectuate the Public Purposes in a timely and cost effective manner: and

WHEREAS, the Corporation has developed a plan of finance for the Project under which
it expects to issue in one or more series of tax-exempt and taxable revenue bonds {collectively,
the “Bonds”) issued under the terms of a Trust Indenture as further described in the Corporation
Resolution (the “Indenture”); and

WHEREAS, the Bonds will be special limited obligations of the Corporation, secured and
payable by the pledge of the revenues generated under the terms of a power sales agreement
(the “"Power Sales Agreement”) between the Corporation and KPUB, under the terms of which
KPUB will purchase a portion of the Project's output in exchange for making the payments
described under the Power Sales Agreement; and

WHEREAS, the Project is expected to cost approximately $181,000,000, including certain

financing costs and capitalized interest; and
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WHEREAS, the Project is expected to provide KPUB with a financially stable and reliable
source of electric power that would not otherwise be available through purchases of electricity

using long term power agreements with wholesale power suppliers other than the Corporation;
and

WHEREAS, pursuant to Senate Bill 2627 - the Powering Texas Forward Act (the “TEF Act”)-
the Public Utility Commission of Texas (“PUCT") was directed by the Texas Legislature to
administer the Texas Energy Fund (“TEF") to provide grants and loans to finance the construction,
maintenance, modernization, and operation of electric facilities in Texas through four different
programs, one of which is the In-ERCOT Generation Loan Program; and

WHEREAS, under the In-ERCOT Generation Loan Program, the PUCT, in its capacity, as
Lender, is authorized to provide low-interest loans to qualifying companies for the construction
of new dispatchable electric generating facilities in the ERCOT power region; and

WHEREAS, PUCT adopted 16 Texas Administrative Code §25.510 to establish the
application process, project eligibility requirements, evaluation criteria, and loan terms for the
In-ERCOT Generation Loan Program; and

WHEREAS, the Corporation constitutes part of the City’s municipally owned utility and is
authorized by law to construct, maintain, or finance the Project and may borrow money from the
TEF under the Texas Administrative Code; and

WHEREAS, KPUB submitted on behalf of the Corporation an application to the In-ERCOT
Generation Loan Program and TEF approved the application and is expected to provide under the
terms of a credit agreement between PUCT and the Corporation (the "Credit Agreement”)
financing for 60% of the cost of the Project at a rate of interest equal to 3% per annum; and

WHEREAS, under the terms of the Credit Agreement the Corporation will issue and deliver
to the PUCT from time to time certain of its Bonds issued on a taxable basis; and

WHEREAS, the Corporation has worked with its financial advisor to develop a plan to
finance the remaining costs of the Project using Bonds sold on the open market issued on a
taxable or tax-exempt basis; and

WHEREAS, the Board of the Corporation approved a resolution authorizing the financing
of the Project through the issuance of the Bonds, the execution of the Indenture, the Power Sales
Agreement, the Credit Agreement, and the transactions contemplated thereby, in the form
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attached hereto as Exhibit A (the "Corporation Resolution™); and

WHEREAS, prior to the issuance of Bonds, the Power Sales Agreement, the Corporation’s
Bond Resolution, and the transactions contemplated therein must be approved by KPUB; now
therefore,

BE IT RESOLVED BY THE BOARD OF TRUSTEES OF THE KERRVILLE PUBLIC UTILITY BOARD
THAT:

Section 1. The Project is hereby approved by KPUB. The Indenture, the Credit Agreement,
and the Power Sales Agreement, in the form attached to the Corporation Resolution, to be
executed by the Corporation, and the Power Sales Agreement to be executed by KPUB, are
hereby approved, with such changes as approved and authorized by the resolution of the
Corporation, not contrary to the general intent thereof and as the Chief Executive officer of KPUB
shall deem necessary or appropriate. KPUB is also hereby authorized to enter into a continuing
disclosure agreement, in the form approved by the chief executive officer of KPUB, if the
Corporation determines it will facilitate the marketing or sale of the Bonds.

Section 2. The Chief Executive Officer of KPUB is hereby authorized to negotiate and
execute the final form of the Power Sales Agreement and to deliver a certificate evidencing
approval by KPUB, as purchaser under the Power 5ales Agreement, of the final terms of any series
Bonds issued by the Corporation pursuant to the Corporation Resolution. The chief executive
officer and staff of KPUB are hereby authorized to participate in the preparation of a preliminary
official statement and official statement with respect to any such Bonds and to perform all acts
necessary or convenient to facilitate the marketing and sale of the Bonds. All acts heretofore
performed on behalf of the Corporation by KPUB staff or directors, officers, consultants, or
agents of KPUB which are in conformity with the purposes and intent of this Resolution, and in
furtherance of the issuance of the Bonds and the execution, delivery and performance of the
transactions approved herein and as contemplated by the transactions authorized herein and in
the Corporation Resolution shall be, and the same hereby are in all respects, ratified, approved
and confirmed.

Section 3. The recitals contained in the preamble hereof are hereby found to be true,
and such recitals are hereby made a part of this Resolution for all purposes and are adopted as a
part of the judgment and findings of KPUB.

Section 4. All orders and resolutions, or parts thereof, which are in conflict or inconsistent
with any provision of this Resolution are hereby repealed to the extent of such conflict, and the
provisions of this Resolution shall be and remain controlling as to the matters resolved herein.
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Section 5. This Resolution shall be construed and enforced in accordance with the laws
of the State of Texas and the United States of America.

Section 6. If any provision of this Resolution or the application thereof to any person or
circumstance shall be held to be invalid, the remainder of this Resolution and the application of
such provision to other persons and circumstances shall nevertheless be valid, and KPUB hereby
declares that this Resolution would have been enacted without such invalid provision.

Section 7. It is officially found, determined, and declared that the meeting at which this
Resolution is adopted was open to the public and public notice of the time, place, and subject
matter of the public business to be considered at such meeting, including this Resolution, was
given, all as required by Chapter 551, as amended, Texas Government Code.

Section 8. This Resolution shall be in force and effect from and after its final passage, and
it is so resolved.

PASSED, APPROVED AND ADOPTED on this 7'" day of March, 2025

Larry Howard, Chairman
ATTEST:

Glenn Andrew, Secretary
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Exhibit A

CORPORATION RESOLUTION

(Please See Previously Attached Resolution)
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