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The 2002 Series A Bonds are being issued by The Metropolitan Government of Nashville and Davidson County (the
“Metropolitan Government” or “Metro”) to finance, in part, the construction of steam and chilled water generating facilities and
improvements to an existing energy distribution system (the generating facilities and the distribution system are referred to herein as
the “District Energy System” or the “System”), all to be owned by the Metropolitan Government. The 2002 Series A Bonds are
issued pursuant to a District Energy System General Bond Resolution adopted by the Metropolitan Government on December 18,
2001, as amended and supplemented (the “Resolution”), and are payable solely from revenues derived by the Metropolitan
Government from the operation of the District Energy System, and all other moneys legally available therefor, including, if
necessary, annual appropriations by the Metropolitan Government to cover any deficiency between System revenues and System
expenses, including debt service on the 2002 Series A Bonds (the “Metro Funding Amount”).

The Metropolitan Government has covenanted in the Resolution to purchase energy from the System for certain designated
premises and not from any other source, and to Fay a price for such energy that includes the Metropolitan Funding Amount. The
Metropolitan Government’s payment obligations will be subject to annual appropriation.

SunTrust Bank has been appointed by the Metropolitan Government as Trustee (the “Trustee’) under the Resolution.

The 2002 Series A Bonds are being issued in denominations of $5,000, or any integral multiple thereof. The 2002 Series A Bonds
are to be delivered as fully registered certificates without coupons, registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York, which will act as securities depository for the 2002 Series A Bonds. See “THE 2002 SERIES A BONDS -
Book-Entry Only System” herein. Interest on the 2002 Series A Bonds is payable semiannually on October 1, and April 1, commencing
April 1,2003. The 2002 Series A Bonds will mature on October 1 in the years and in the principal amounts set forth below:

Principal Interest Principal Interest

Year Amount Rate Yield Year Amount Rate Yield
2005 $1,180,000 3.000% 1.850% 2016 $ 300,000 4.000% 4.020%
2006 1,215,000 3.000 2.240 2016 1,500,000 5.250 4.000
2007 1,255,000 3.000 2.550 2017 1,890,000 5.250 4.080
2008 1,290,000 3.000 2.860 2018 175,000 4.200 4.220
2009 1,330,000 3.000 3.080 2018 1,815,000 5.250 4.170
2010 1,370,000 3.250 3.280 2019 2,090,000 5.250 4.270
2011 50,000 3.300 3.380 2020 2,200,000 5.250 4.370
2011 1,200,000 5.000 3.380 2021 60,000 4.500 4.520
2012 550,000 3.400 3.480 2021 2,255,000 5.250 4.470
2012 1,000,000 5.125 3.500 2022 100,000 4.600 4.610
2013 1,545,000 5.125 3.610 2022 2,340,000 5.250 4.560
2014 1,625,000 5.250 3.720 2023 2,150,000 4.500 4.690
2015 1,710,000 5.250 3.860

$5,460,000 5.000% Term Bonds due October 1, 2025 - Yield 4.720%
$6,900,000 4.625% Term Bonds due October 1, 2027 - Yield 4.750%
$22,145,000 5.000% Term Bonds due October 1, 2033 - Yield 4.770%
The 2002 Series A Bonds are subject to redemption prior to maturity as provided herein.

Payment of the principal of and interest on the 2002 Series A Bonds when due will be insured by a financial guaranty insurance
policy to be issued by Ambac Assurance Corporation simultaneously with the delivery of the 2002 Series A Bonds.

Ambac

In the opinion of Hawkins, Delafield & Wood, Bond Counsel, under existing statutes and court decisions, interest on the 2002
Series A Bonds is not included in the gross income of the owners thereof for federal income tax purposes pursuant to Section 103 of the
Internal Revenue Code of 1986, as amended (the “Code”), and under the Code, such interest is not treated as a preference item in
calculating the alternative minimum tax imposed on individuals and corporations. In the opinion of Bond Counsel, under the existing laws of
the State of Tennessee (the “State”), the 2002 Series A Bonds and the interest thereon are free from taxation by the State or any county,
municipality or taxing district of the State, except for inheritance, transfer and estate taxes and except to the extent such interest may be
included within the measure of privilege taxes imposed pursuant to the laws of the State. See “TAX MATTERS ” herein.

The 2002 Series A Bonds are limited obligations of the Metropolitan Government and shall not be deemed to constitute a
full faith and credit general obligation of the Metropolitan Government for which there is a right to compel the exercise of the ad
valorem taxing power of the Metropolitan Government. THE METROPOLITAN GOVERNMENT’S OBLIGATION TO PAY FOR
THE ENERGY SERVICES IT RECEIVES AS A CUSTOMER OF THE SYSTEM AND TO PAY THE METRO FUNDING
AMOUNT ARE SUBJECT TO ANNUAL APPROPRIATION.

The 2002 Series A Bonds are offered when, as and if issued, and subject to the approval of legality by Hawkins, Delafield & Wood,
New York, New York, Bond Counsel. Certain legal matters will be passed upon for the Underwriters by their counsel, Bass, Berry & Sims,
PLC, Nashville, Tennessee. It is anticipated that t%e 2002 Series A Bonds in definitive form will be available for delivery in New York, New
York on or about October 24, 2002.

LEHMAN BROTHERS
M.R. BEAL & COMPANY MORGAN KEEGAN & COMPANY, INC.

The date of this Official Statement is September 18, 2002



REGARDING THE USE OF THIS OFFICIAL STATEMENT

This Official Statement does not constitute an offer to sell beneficial interests in the 2002 Series A
Bonds in any jurisdiction to any person to whom it is unlawful to make such offer in such jurisdiction. No
dealer, broker, salesman or other person has been authorized by the Metropolitan Government or the
Underwriters to give any information or to make representations with respect to the 2002 Series A Bonds,
other than those contained in this Official Statement, and, if given or made, such other information or
representations must not be relied upon as having been authorized by the Metropolitan Government or the
Underwriters. Certain information contained herein has been obtained from sources which are believed to be
reliable, but it is not guaranteed as to accuracy or completeness, and is not to be construed as a representation
of any party other than the party providing such information. THE INFORMATION AND EXPRESSIONS
OF OPINION HEREIN ARE SUBJECT TO CHANGE WITHOUT NOTICE AND NEITHER THE
DELIVERY OF THE OFFICIAL STATEMENT NOR ANY SALE MADE HEREUNDER SHALL, UNDER
ANY CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN
THE LAW OR THE AFFAIRS OF THE PARTIES REFERRED TO ABOVE SINCE THE DATE HEREOF.

References to the statutes of the State of Tennessee and the Charter and all documents referred to
herein are qualified in their entirety by reference to the complete terms and provisions of such statutes, charter
and documents.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF
BENEFICIAL INTERESTS IN THE 2002 SERIES A BONDS OFFERED HEREBY AT LEVELS ABOVE
THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
OFFICIAL STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.
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OFFICIAL STATEMENT
$66,700,000
THE METROPOLITAN GOVERNMENT OF NASHVILLE AND DAVIDSON COUNTY

(Tennessee)
District Energy System Revenue Bonds

2002 Series A
INTRODUCTION

This Official Statement, including the cover page, inside cover page, and the appendices attached
hereto, is provided for the purpose of presenting certain information in connection with the offering and sale
of $66,700,000 District Energy System Revenue Bonds, 2002 Series A (the “2002 Series A Bonds”) of The
Metropolitan Government of Nashville and Davidson County (the “Metropolitan Government” or “Metro”), a
political subdivision of the State of Tennessee (the “State”). Capitalized terms used but not defined herein
have the meaning set forth in Appendix A to this Official Statement.

Authorization

The 2002 Series A Bonds are authorized and issued pursuant to the Energy Production Facilities Act,
Title 7, Chapter 54 of the Tennessee Code Annotated, as amended (the “Act”), Resolution RS2002-1124,
adopted by the Metropolitan Government on August 20, 2002 entitled “Amended and Restated District
Energy System General Bond Resolution Authorizing the Redevelopment of a District Energy System, the
Issuance of Revenue Bonds of the Metropolitan Government of Nashville and Davidson County and
Providing for the Security Therefor” which amends and restates the District Energy System General Bond
Resolution adopted by the Metropolitan Government on December 18, 2001 as Resolution RS2001-875 (the
“General Resolution”), and Resolution No. RS2002-1144, the 2002 Series A District Energy System
Supplemental Resolution outlining the terms of the sale of the 2002 Series A Bonds, adopted by the
Metropolitan Government on September 17, 2002 (the “2002 Series A Supplemental Resolution”, and
together with the General Resolution, the “Resolutions”). SunTrust Bank has been appointed as Trustee (the
“Trustee”) by the Metropolitan Government under the General Resolution.

Purpose

The proceeds of the 2002 Series A Bonds will be used, together with other moneys available therefor,
(1) to finance the costs of certain capital improvements to be made to the Metropolitan Government’s district
steam and chilled water generating energy distribution system (the “District Energy System” or the
“System”), including, but not limited to, the costs of (a) the design, construction, start-up and acceptance
testing of a new steam and chilled water generating facility, (b) improvements to and expansion of the
Metropolitan Government’s existing energy distribution system, (c) land acquisitions related to (a) and (b),
and (d) certain other improvements to the System; (ii) to reimburse the Metropolitan Government for certain
amounts expended by it in developing the improved System; (iii) to pay capitalized interest; (iv) to fund the
Debt Service Reserve Fund to the Debt Service Reserve Fund Requirement for the 2002 Series A Bonds; and
(v) to pay costs of issuance for the 2002 Series A Bonds (collectively, the “Project”). For a more complete
list of the capital improvements to be made to the System, see “PLAN OF FINANCE” — The Project” below.



The Metropolitan Government

On April 1, 1963, the governments of the City of Nashville, Tennessee and Davidson County were
consolidated to form The Metropolitan Government of Nashville and Davidson County under which the
boundaries of the City of Nashville and Davidson County are coextensive. The executive and administrative
powers of the Metropolitan Government are vested in the Metropolitan County Mayor and the Metropolitan
County Council is the legislative body of the Metropolitan Government. See “THE METROPOLITAN
GOVERNMENT” below and Appendix D-I - “Yearly Information Statement of the Metropolitan
Government”. Under the Act, the Metropolitan Government is authorized to construct, own, operate and
maintain energy production facilities within its corporate limits, enter into contracts for the same and issue
bonds for the financing of such construction of energy production facilities.

The System

The System is owned by the Metropolitan Government and is currently operated by Nashville
Thermal Transfer Corporation (“NTTC”), a not-for-profit corporation, under an Acquisition and Operating
Agreement (the “A&O Agreement”). The System includes an energy generating facility (the “Existing
Facility”), which is located on approximately ten acres of land in downtown Nashville, Tennessee, and a
steam and chilled water distribution system (the “Energy Distribution System” or the “EDS”) which is
directly connected to the Existing Facility. The System was initially constructed in 1972 and placed in
operation in 1974, NTTC currently has energy purchase contracts with 16 private customers, the State of
Tennessee and the Metropolitan Government which in the aggregate provide for the delivery of energy
services for 38 government and commercial buildings in downtown metropolitan Nashville. Until recently,
the primary energy source for the Existing Facility was municipal solid waste which was combusted to
generate steam and chilled water. On May 23, 2002, NTTC ceased operations as a waste-to-energy facility
and started providing services solely through the use of four natural gas fired boilers when a fire in the waste
receiving area caused an early closing of the waste facility which had been originally scheduled to occur by
September 30, 2002. For a more detailed description of the existing System, see “THE SYSTEM AND ITS
OPERATIONS — Overview” below and Appendix C - “Project Feasibility Report” attached hereto.

Pursuant to the A&O Agreement with NTTC, the Metropolitan Government is required to pay a fee
each fiscal year calculated to meet costs of operating the System not covered by the rates charged to
customers. Since 1975, the amount appropriated and contributed by the Metropolitan Government to the
System to cover such costs has continuously escalated, especially in the last five fiscal years. See Appendix
C - “PROJECT FEASIBILITY REPORT” for a history of the Metropolitan Government’s payments to the
System. As a result of such increases in costs of operations and the age of the Existing Facility, in 2001 the
Metropolitan Government decided to replace the existing waste-to-energy generating facilities with a more
modern and efficient energy generating facility (the “New Energy Generating Facility” or the “New Facility”)
and to make certain other System improvements (the “System Improvements”), including improvements to
and expansion of the Energy Distribution System. The primary objective of the Project is to modernize the
System, thus reducing and even eliminating the need for the Metropolitan Government to make subsidy
payments in order to sustain the System. The New Energy Generating Facility will be located on an
approximately 86,729 square foot site a short distance south of the Existing Facility. To that end, on January
16, 2002 the Metropolitan Government entered into a design, build and operate contract (the “Management
Contract”) with Constellation Energy Source, Inc. (“CES”), a corporation organized and existing under the
laws of the State of Delaware, pursuant to which CES is required to (i) design, construct and start-up the New
Energy Generating Facility and the System Improvements, the costs of which will be financed from proceeds
of the 2002 Series A Bonds, and (ii) assume the operation and management of the System. See “PLAN OF
FINANCE — The Project” below and Appendix B-II - “Summary of the Management Contract.” For more
information regarding CES, see “CONSTELLATION ENERGY SOURCE, INC.” below. The Metropolitan
Government has adopted an ordinance that terminates NTTC’s right to operate the System effective on the
Scheduled Service Commencement Date. NTTC has assigned its rights and obligations under the existing



customer contracts to the Metropolitan Government. The Metropolitan Government has adopted an ordinance
that terminates NTTC’s right to operate the System effective on the Service Commencement Date. NTTC has
assigned its rights and obligations under the existing customer contracts to the Metropolitan Government.

Customers of the System

The System has a long and stable sales history, with many of the existing customers having purchased
services from NTTC since the System became operational in 1974. Over the past five fiscal years, System
sales have averaged 319 million pounds of steam and 53.7 million ton-hours of chilled water.

Several customers of the System do not have back up heating or cooling facilities available and rely
on the System and the Metropolitan Government as a provider of energy services. To continue meeting the
need for heating and cooling services in the downtown Nashville area, the Metropolitan Government has
entered into new customer contracts with (i) the State (the “State Customer Contract”) and (ii) with 13 of the
16 private customers who were participants in the existing System who have elected to continue receiving
energy services from the Metropolitan Government when the New Facility becomes operational (the
“Commercial Customer Contracts”). The Metropolitan Government has agreed to purchase, for its own
account, energy for 7 government buildings (the “Metropolitan Government Customer Contract”), and
reserves for itself the right to sell excess System capacity. In addition, the Metropolitan Government intends
to enter into a separate contract prior to the date that the New Facility is placed in service to purchase energy
for an eighth Metro-owned building, which building is currently receiving services under contract with NTTC
(such new contract when entered into, together with any new contracts with customers entered into
subsequent to the delivery of the 2002 Series A Bonds are referred to herein as the “Additional Customer
Contracts”). As of the date hereof, three existing private customers of the System have not entered into new
contracts with the Metropolitan Government, two of whom will continue to receive energy services and pay
fees for such services to the Metropolitan Government in accordance with and until the expiration of their
existing contracts (the “Holdover Customer Contracts”). See “SECURITY AND SOURCES OF PAYMENT FOR
THE 2002 SERIES A BONDS — Sale of Energy - The Customer Contracts” and “THE SYSTEM AND ITS
OPERATIONS — Production and Sale of Energy” below. The State Customer Contract, the Metropolitan
Government Customer Contract and the Commercial Customer Contracts are collectively referred to herein as
the “Initial Customer Contracts”, and the Initial Customer Contracts, the Holdover Customer Contracts and
the Additional Customer Contracts are collectively referred to as the “Customer Contracts”. All of the Initial
Customer Contracts will become effective on the Service Commencement Date (hereinafter defined), while
the Additional Customer Contracts will become effective in accordance with the terms of such contracts.

Security and Sources of Payment for the 2002 Series A Bonds

Pledge of Trust Estate

The 2002 Series A Bonds are secured generally by a pledge of: (i) the rates, fees, or other charges or
income received by or on behalf of the Metropolitan Government in connection with the sale of steam or
chilled water or other forms of energy for heating, cooling, manufacturing processes and other uses generated
by the System net of operating expenses (the “Net Revenues™), (ii) proceeds of obligations issued under or
pursuant to the General Resolution on a parity with the 2002 Series A Bonds, (iii) all moneys in the funds and
accounts (other than any debt service reserve fund accounts established for bonds other than the 2002 Series
A Bonds) established under the General Resolution net of amounts required to pay operating expenses, and
(iv) the rights and interest of the Metropolitan Government in certain agreements. For a more detailed
discussion of the pledge and certain limitations related thereto, see “SECURITY AND SOURCES OF PAYMENT
FOR THE 2002 SERIES A BONDS - The General Resolution” below.



Customer Contracts

The primary source of revenues from operation of the System are the payments required to be made
to the Metropolitan Government for the delivery of steam and/or chilled water service pursuant to the
Customer Contracts. For a detailed description of the terms of the Customer Contracts and the rates, fees and
other charges payable thereunder, see “THE SYSTEM AND ITS OPERATIONS — Production And Sale Of
Energy” herein and Appendix B-III - “Summary of Certain Provisions of the Customer Contracts”.
Both the State’s and the Metropolitan Government’s obligations to purchase energy from the System under
their respective contracts are subject to annual appropriation by their respective governing bodies.

Essentially of the System; Metro Obligations

Very few customers of the System have alternative sources of heating and cooling available to them
and rely on the System to meet these energy needs. Since becoming operational, the Metropolitan
Government has subsidized NTTC’s operation of the Existing Facility by making annual, and sometimes
supplemental, appropriations to cover costs in excess of customer revenues. In order to continue its support
of the System and meet customer needs, in addition to its obligation to pay for energy services delivered to it
from the System pursuant to the Metropolitan Government Customer Contract, the Metropolitan Government
has obligated itself under the General Resolution, subject to annual appropriation, to pay an additional amount
equal to any shortfall in revenues required to meet operating expenses of the System and debt service on all
Parity Obligations issued or executed and delivered pursuant to the General Resolution, including the 2002
Series A Bonds (the “Metro Funding Amount”), and to pay any amounts necessary to maintain the balances
on deposit in the Operating Reserve Fund and the Debt Service Reserve Fund at their required levels. See
“SECURITY AND SOURCES OF PAYMENT FOR THE 2002 SERIES A BONDS — Metropolitan Government’s
Obligation to Purchase Energy and Pay Deficiencies in Revenues” below.

Security During Construction and Operation of the New Facility

The Metropolitan Government’s obligation to pay the Metro Funding Amount and maintain reserve
fund balances begins on the date the New Facility is placed in service under the terms of the Management
Contract. To provide security during construction of the New Facility, the Metropolitan Government has also
covenanted in the General Resolution that prior to the Service Commitment Date, subject to annual
appropriation, it shall pay all debt service expenses of the 2002 Series A Bonds to the extent proceeds
available from the 2002 Series A Bonds and from other available sources are insufficient for such purpose.
In addition to the revenues derived from the sale of energy pursuant to the Customer Contracts, the
Metropolitan Government has pledged, for the benefit of the holders of the 2002 Series A Bonds, its rights
under the Management Contract, including its right to receive certain damage payments and other amounts
from CES for CES’s failure to meet certain deadlines or performance standards with respect to the
construction, acceptance and operation of the New Energy Generating Facility or CES’s default under or
termination of the Management Contract. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2002
SERIES A BONDS — Security During Construction of the Project”, “SECURITY AND SOURCES OF
PAYMENT FOR THE 2002 SERIES A BONDS — Security During Operation and Management of the
System” below and Appendix B-II — “Summary of Certain Provisions of the Management Contract”
attached hereto. CES’s obligations to perform under the Management Contract are secured by a guaranty
from Constellation Energy Group (“CEG” or “the Parent”) to the Metropolitan Government (the “Guaranty™).
The Parent’s payment obligations under the Guaranty, while absolute and unconditional, are capped at
amounts stated therein. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2002 SERIES A BONDS -
The Parent Guaranty” herein. The Guaranty and any payments received thereunder are pledged as security
for the 2002 Series A Bonds under the General Resolution.



Limited Obligations

The 2002 Series A Bonds are limited obligations of the Metropolitan Government, payable solely
from the moneys, funds, accounts and other security pledged under the General Resolution and any moneys,
funds and accounts pledged pursuant to the terms of any Parity Obligation Agreement. The 2002 Series A
Bonds shall not constitute a debt of the Metropolitan Government or any local government, nor a charge, lien
or encumbrance on any property, income, receipts or revenues of the Metropolitan Government, other than
the Net Revenues pledged therefor. Neither the full faith and credit nor taxing powers of the Metropolitan
Government or any local government shall be deemed to be pledged to the payment of the 2002 Series A
Bonds.

Additional Information

Brief descriptions of the Metropolitan Government, CES, the Parent, the State, the System, and the
2002 Series A Bonds, are included in this Official Statement and brief summaries of certain terms of the
General Resolution, the Management Contract, the Fuel Purchase Contact, the Customer Contracts, the
Guaranty and the Project Feasibility Report are also included herein or attached hereto as Appendices. Such
descriptions and summaries do not purport to be comprehensive or definitive. The summaries of such
agreements and documents are qualified in their entirety by reference to such agreements and documents, and
references herein to the 2002 Series A Bonds are qualified in their entirety by reference to the definitive form
thereof and the information with respect thereto included in the aforesaid agreements and documents. For
further information, reference should be made to the complete documents, copies of which are on file at the
offices of the Trustee. All document descriptions are further qualified in their entirety by reference to
bankruptcy laws and laws relating to or affecting generally the enforcement of creditors’ rights.

PLAN OF FINANCE
The Project

In an effort to provide long-term, cost effective and reliable service to customers of the System, the
Metropolitan Government has decided it will make the following capital improvements to the System (such
improvements are collectively referred to herein as the “Project”), to be financed with proceeds of the 2002
Series A Bonds:

Site Acquisition

The Metropolitan Government has purchased from the Metropolitan Development and Housing
Agency (“MDHA”) an approximately 86,729.5 square foot parcel of land, approximately 1.99 acres, located
just south of the Existing Facility on which the New Energy Generating Facility will be constructed (the
“Facility Site”). The purchase price to acquire the Facility Site and related costs to lease the adjacent land for
construction laydown is $1,054,864. For a more complete description of the Facility Site, see Appendix C -
“The Project Feasibility Report” attached hereto.

New Energy Generating Facility

Pursuant to the Management Contract, CES will be responsible for (i) the development, design,
construction, start-up and acceptance testing of the New Energy Generating Facility, and (ii) providing
interconnections between the New Energy Generating Facility and the existing Energy Distribution System
(collectively, the “Construction Work™), for a fixed price of $46,904,737 (the “Fixed Construction Price”).
CES will be paid from proceeds of the 2002 Series A Bonds deposited in the System Improvement Fund, and
earnings thereon, based on a not-to-exceed drawdown schedule for the Construction Work. The fixed price



and drawdown schedule may be adjusted to compensate CES for the effects of Uncontrollable Circumstances,
upfront costs charged by utilities for interconnection and change orders requested by the Metropolitan
Government.

The New Energy Generating Facility will be housed in an approximately 43,450 square foot, two-
story building on the Facility Site. Primary components of the New Energy Generating Facility include a new
69/13.8 kV substation, four 65,000 pounds per hour (“PPH”) forced draft, pressurized natural gas/#2 fuel oil
boilers, and eight 2600-ton electric chillers with duplex compressors. The New Facility has been designed to
produce 260,000 PPH of 150 PSIG saturated steam and 20,800 tons per hour of 42 degree Fahrenheit chilled
water. For a more complete description of the New Energy Generating Facility, see Appendix C - “Project
Feasibility Report” attached hereto.

Other System Improvements

In addition to the Construction Work, CES will also be required, pursuant to change orders or by
other agreement, to make the following System Improvements, for an estimated additional cost of
approximately $6,700,000, also to be financed from proceeds of the 2002 Series A Bonds:

. Improvements to and expansion of the existing Energy Distribution System, including
rehabilitation of the State’s steam distribution system which will be acquired by the
Metropolitan Government from the State on the Service Commencement Date;

. Replacement and upgrading of Customer meters and monitoring devices;

. Various energy conservation and de-coupling projects at several Customer buildings to
improve System-wide efficiency; and

. Construction of a new electrical substation on the Facility Site with Nashville Electric
Service.

Reimbursement of Metropolitan Government Development Costs

In addition to providing funds for the costs of the Site Acquisition, Construction Work and other
System Improvements, approximately $2,800,000 in proceeds of the 2002 Series A Bonds may be used to
reimburse the Metropolitan Government for its costs in developing the Project.

Estimated Sources and Uses of Bond Proceeds and Other Funds

The following table sets forth the estimated sources and uses of funds in connection with the issuance
of the 2002 Series A Bonds.



SOURCES OF FUNDS

Principal Amount of 2002 Series A Bonds..........ccccevevevverieciennenns $ 66,700,000.00
Net Original Issue Premium...........cccoveeviieiiiiieiienieieeieeieeees 2,386,748.00
TOTAL SOURCES OF FUNDS. ... $ 69,086,748.00
USES OF FUNDS
System Improvement Fund
Capitalized Interest ACCOUNt .........c.oeveevieiiieriieieeie e $ 5,957,330.16
ConStruction ACCOUNT........eeiiiiieeiiieeeieeeeeeiieeeeeeeeeeireeeeeeeeens 58,821,962.07
CoSts OF ISSUANCE™! ... 1,699,268.27
Debt Service Reserve Fund...........ccccooovvviiiiiiiiiiieeccieeeeee e 2,608,187.50
TOTAL USES OF FUNDS ... $69,086,748.00

() Cost of Issuance, includes, but is not limited to, legal, printing, feasibility report, etc. and underwriting
discount ($387,580.45), bond insurance premium ($438,933.13) and surety bond premium ($65,204.69). Furthermore,
$410,000.00 of the $1,699,268.27 listed as Costs of Issuance are attributable to Project development costs.

Projected Debt Service

The following table shows the estimated debt service to be paid by the Metropolitan Government for
the 2002 Series A Bonds.



October 1 Total

Year Principal Interest Debt Service
2003 $ 0 $2,977,764 $2,977,764
2004 0 3,180,994 3,180,994
2005 1,180,000 3,180,994 4,360,994
2006 1,215,000 3,145,594 4,360,594
2007 1,255,000 3,109,144 4,364,144
2008 1,290,000 3,071,494 4,361,494
2009 1,330,000 3,032,794 4,362,794
2010 1,370,000 2,992,894 4,362,894
2011 1,250,000 2,948,369 4,198,369
2012 1,550,000 2,886,719 4,436,719
2013 1,545,000 2,816,769 4,361,769
2014 1,625,000 2,737,587 4,362,587
2015 1,710,000 2,652,275 4,362,275
2016 1,800,000 2,562,500 4,362,500
2017 1,890,000 2,471,750 4,361,750
2018 1,990,000 2,372,525 4,362,525
2019 2,090,000 2,269,887 4,359,887
2020 2,200,000 2,160,162 4,360,162
2021 2,315,000 2,044,662 4,359,662
2022 2,440,000 1,923,575 4,363,575
2023 2,150,000 1,796,125 3,946,125
2024 2,665,000 1,699,375 4,364,375
2025 2,795,000 1,566,125 4,361,125
2026 3,790,000 1,426,375 5,216,375
2027 3,110,000 1,251,087 4,361,087
2028 3,255,000 1,107,250 4,362,250
2029 3,420,000 944,500 4,364,500
2030 3,590,000 773,500 4,363,500
2031 3,770,000 594,000 4,364,000
2032 3,955,000 405,500 4,360,500
2033 4,155,000 207,750 4,362,750
$66,700,000 $66,310,039 $133,010,039

SECURITY AND SOURCES OF PAYMENT FOR THE 2002 SERIES A BONDS
The General Resolution
Pledge for all Parity Obligations

The 2002 Series A Bonds and any other Parity Obligations issued or executed and delivered under or
pursuant to the General Resolution are limited obligations of the Metropolitan Government, payable solely
from and secured by the trust estate created under the General Resolution (the “Trust Estate”) and any
moneys, funds and accounts pledged pursuant to the terms of any Parity Obligation Agreement. The Trust
Estate consists of: (i) the proceeds of the sale of Parity Bond Obligations, (ii) the Net Revenues, (iii) all
moneys and securities in the funds and accounts (provided any Debt Service Reserve Fund account is pledged
only to the series of Bonds for which such account is established) established under the General Resolution
(net of amounts required to pay Operating Expenses), (iv) the Customer Contracts, (v) the Management
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Contract or any other replacement management contract, (vi) the Guaranty or any other replacement guaranty
(vii) the Fuel Purchase Contract or other replacement fuel purchase contract. For a detailed description of the
various funds, accounts and revenues securing the 2002 Series A Bonds, see Appendix B-I - “Summary of
Certain Provisions of the General Resolution”.

The pledge and lien of the Trust Estate became effective upon the adoption of the General Resolution,
except that the pledge of Revenues received from amounts payable under the original customer contracts with
NTTC and assigned to the Metropolitan Government, and any other rights, title and interests of the
Metropolitan Government under such contracts, becomes effective during the period commencing on January
1, 2004 and ending at such time as the Revenues collected under such contracts and deposited in the
Operating Reserve Fund as required by the General Resolution, equal $3,000,000 and therecafter become
effective on the Service Commencement Date.

Amounts not considered Revenues under the General Resolution include: (i) any amount received or
receivable from the United States or the State (or any agency thereof) or from any other source as or on
account of a grant or contribution for or with respect to (a) the construction, acquisition, improvement,
extension, renewal or other development of any part of the System or (b)the financing of any of the
foregoing; (ii) the proceeds of any Parity Obligations or Subordinated Obligations; (iii) the proceeds of any
liability insurance or indemnity; (iv) amounts received by the Metropolitan Government as reimbursement for
System costs incurred or expenses paid by the Metropolitan Government from non-System funds; (V)
distributions to the Metropolitan Government from the Surplus Fund; (vi) amounts paid by Initial Customers
as an allowance for repairs and upgrades to the Energy Distribution System pursuant to the Initial Customer
Contracts, which shall be deposited and held in the EDS Repair and Improvement Account established in the
Operating Fund; (vii) Customer Reimbursable Amounts, which shall be deposited and held in the Resold
System Capacity Account of the Operating Fund and applied at the direction of the Metropolitan Government
to reimburse Customers for amounts paid to the Trustee upon early termination of a Customer Contract; (viii)
except to the extent required to replenish a deficiency in a Debt Service Reserve Fund, 25% of New Customer
Surplus Revenues, which shall be deposited and held in the Energy Conservation Fund for the payment of
costs of energy conservation projects; (ix) delay liquidated damages paid pursuant to the Management
Contract in excess of daily debt service; or (x) any amount received or receivable by the Metropolitan
Government in a capacity other than as owner and operator of the System.

Flow of Funds

Payment of principal, redemption premium, if any, of and interest on the 2002 Series A Bonds is
secured by moneys in various funds and accounts held by the Trustee. Except as otherwise described under
this heading, all Revenues of the Metropolitan Government derived from its ownership and operation of the
System, are to be deposited in the General Account of the Operating Fund established by the General
Resolution. On the first business day of each month, after retaining amounts in the General Account to pay
the Projected Net Operating Expense Amount (as defined in Appendix A hereto) for that month, the Trustee, if
and to the extent sufficient funds are available, is required to make the following transfers, in order of
priority:

First, to the Debt Service Fund an amount such that the balance in the Debt Service Fund
shall be equal to the debt service due on all Parity Obligations through the first day of the following
month;

Second, to the Debt Service Reserve Fund for each issue of Parity Obligations, an amount
equal to the Debt Service Reserve Fund Deposit Requirement (as hereinafter defined);

Third, to the Operating Reserve Fund, (i) during the first twenty-four months following
adoption of the General Resolution and issuance of the 2002 Series A Bonds, until such time as the
balance in the Operating Reserve Fund equals the Operating Reserve Fund Requirement (as defined



in Appendix A hereto) , an amount equal to 1/24 of the Operating Reserve Fund Requirement and
(i1) following such twenty-four month period the amount, if any, necessary to increase the balance in
the Operating Reserve Fund to the Operating Reserve Fund Requirement;

Fourth, to the Renewal and Replacement Fund, an amount equal to the Renewal and
Replacement Fund Requirement (as defined in Appendix A hereto);

Fifth, to the System Improvement Fund, an amount equal to the System Improvement Fund
Requirement (as defined in Appendix A hereto) for the applicable month;

Sixth, the Metropolitan Government may, but shall not be required to, during each month,
after making all transfers required in paragraphs First through Fifth transfer any surpluses in the
General Account to the Surplus Fund; provided such transfer may be made only if (a)there is
reserved in the General Account an amount sufficient to pay Operating Expenses during the six-
month period immediately following such transfer, and (b) there is reserved in the Debt Service Fund
an amount sufficient to pay (1) debt service expenses on all Parity Obligations coming due during the
six-month period immediately following such transfer and (2) all other funds at their required levels.

Notwithstanding the foregoing provisions, if on the first business day of each month it is determined that
after payment of all amounts required to be deposited in the General Account of the Operating Fund, there are
insufficient amounts available to pay debt service expenses on the Parity Obligations when due, the Metropolitan
Government shall not reimburse itself as an Operating Expense for its Incremental Costs (as defined in Appendix
A hereto) then due and payable and shall delay payment of such Incremental Costs until sufficient Revenues
become available under the General Resolution. For a complete discussion of the flow of funds, see Appendix B-I1
- “Summary of Certain Provisions of the General Resolution” attached hereto.

The General Resolution also provides that certain Revenues shall not be deposited into the General
Account of the Operating Fund for transfer in accordance with the above provisions, but instead shall be
deposited directly into a specified fund or account and used only for the purposes provided therein. Such
Revenues include:

) amounts received by the Metropolitan Government pursuant to the original customer
contracts with NTTC and assigned to the Metropolitan Government during the period beginning on
January 1, 2004 and ending at such time as the Revenues received thereunder and deposited into the
Operating Reserve Fund equal $3,000,000, which shall be deposited in the Operating Reserve Fund;

(ii) amounts paid as interconnection charges by a Customer pursuant to an Additional
Customer Contract, which shall be deposited in Construction Account of the System Improvement
Fund and applied to the costs of such interconnections;

(iii) amounts received as prepayments under an Additional Customer Contract allocable
to interconnection or line extension costs, which shall be deposited at the direction of the Project
administrator in either the General Account of the Operating Fund or the System Improvement Fund;

(iv) payments made by Customers as a condition of terminating a Customer Contract,
which shall be deposited in either (a) the Debt Service Fund and applied to the prepayment of Parity
Obligations or (b) in the Contract Termination Account of the Operating Fund and applied at the
direction of the Metropolitan Government to the payment of Operating Expenses, in each case to the
extent allocable to debt service and operating expenses, respectively, based on the Customer’s
contract capacity as set forth in the Customer Contract;

v) proceeds of casualty insurance or condemnation received in connection with the
System, which shall be deposited either in the System Improvement Fund or applied towards the
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prepayment of Parity Obligations, as the Metropolitan Government elects in accordance with the
General Resolution;

(vi) damage payments received by the Metropolitan Government in accordance with the
Management Contract for a delay in Scheduled Service Commencement (hereinafter defined) equal to
daily debt service, which shall be deposited in the Debt Service Fund,

(vii)  damage payments received by the Metropolitan Government as a result of a failure to
achieve acceptance or a shortfall in output or fuel usage acceptance guarantees pursuant to the
Management Contract, which shall be deposited in the Debt Service Fund and applied to the
prepayment of the Parity Obligations; and

(viii) damage payments paid by an operator of the System as a result of the early
termination of any management contract for operator default, which shall be deposited in the Contract
Termination Account of the Operating Fund or payments corresponding to the foregoing with respect
to any System improvements financed with proceeds of Parity Obligations.

While such Revenues are not available for the payment of debt service in the monthly transfers from
the General Account of the Operating Fund, following an event of default under the General Resolution, all
Revenues pledged thereunder shall be applied to the payment of Parity Obligations, including the 2002 Series
A Bonds. For a detailed discussion of the flow of funds and the priority of Revenue disbursements, see
Appendix B-I - “Summary of Certain Provisions of the General Resolution” attached hereto.

Debt Service Reserve Fund

As security for the payment of the 2002 Series A Bonds, the General Resolution establishes a Debt
Service Reserve Fund to be maintained at the Debt Service Reserve Fund Requirement, which for the 2002
Series A Bonds is an amount equal to the lesser of (i) maximum annual debt service becoming due of the
2002 Series A Bonds in any year, (i) 125% of average annual debt service becoming due of the 2002 Series
A Bonds and (iii) 10% of the proceeds of the 2002 Series A Bonds (the “Debt Service Reserve Fund
Requirement”).

In lieu of the required deposit of Revenues in the Debt Service Reserve Fund, the General Resolution
permits the Metropolitan Government to cause to be deposited therein, a reserve fund insurance policy, surety
bond, or reserve fund letter of credit for the benefit of the owners of the 2002 Series A Bonds in an amount
equal to the difference between the Debt Service Reserve Fund Requirement and the sum then on deposit in
the Debt Service Reserve Fund. See Appendix B-I - “Summary of Certain Provisions of the General
Resolution™ attached hereto. Accordingly, Ambac Assurance Corporation ("Ambac Assurance") has made a
commitment to issue a surety bond (the “Surety Bond”) for the purpose of funding fifty percent (50%) of the
Debt Service Reserve Fund Requirement for the 2002 Series A Bonds. The Surety Bond provides that upon
the later of (i) one (1) day after receipt by Ambac Assurance of a demand for payment executed by the
Trustee or Paying Agent certifying that provision for the payment of principal of or interest on the 2002
Series A Bonds when due has not been made or (ii) the interest payment date specified in the Demand for
Payment submitted to Ambac Assurance, Ambac Assurance will promptly deposit funds with the Paying
Agent sufficient to enable the Paying Agent to make such payments due on the 2002 Series A Bonds, but in
no event exceeding the Surety Bond Coverage, as defined in the Surety Bond.

Pursuant to the terms of the Surety Bond, the Surety Bond Coverage is automatically reduced to the
extent of each payment made by Ambac Assurance under the terms of the Surety Bond and the Metropolitan
Government is required to reimburse Ambac Assurance for any draws under the Surety Bond with interest at
a market rate. Upon such reimbursement, the Surety Bond is reinstated to the extent of each principal
reimbursement up to but not exceeding the Surety Bond Coverage. The reimbursement obligation of the
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Metropolitan Government is subordinate to the Metropolitan Government's obligations with respect to the
2002 Series A Bonds and other Parity Obligations issued under the General Resolution. In the event the
amount on deposit, or credited to the Debt Service Reserve Fund, exceeds the amount of the Surety Bond, any
draw on the Surety Bond shall be made only after all the funds in the Debt Service Reserve Fund have been
expended. In the event that the amount on deposit in, or credited to, the Debt Service Reserve Fund, in
addition to the amount available under the Surety Bond, includes amounts available under a letter of credit,
insurance policy, surety bond or other such funding instrument (the "Additional Funding Instrument"), draws
on the Surety Bond and the Additional Funding Instrument shall be made on a pro rata basis to fund the
insufficiency.

The Surety Bond does not insure against nonpayment caused by the insolvency or negligence of the
Trustee or the Paying Agent. For information about Ambac Assurance, sce “BOND INSURANCE - Ambac
Assurance Corporation” below.

Limited Obligations

The 2002 Series A Bonds are limited obligations of the Metropolitan Government, payable solely
from the Trust Estate created under the General Resolution and any moneys, funds and accounts pledged
pursuant to the terms of any Parity Obligation Agreement. The 2002 Series A Bonds shall not constitute a
debt of the Metropolitan Government or any local government, nor a charge, lien or encumbrance on any
property, income, receipts or revenues of the Metropolitan Government, other than the Net Revenues pledged
therefor. Neither the full faith and credit nor taxing powers of the Metropolitan Government or any local
government shall be deemed to be pledged to the payment of the 2002 Series A Bonds.

Metropolitan Government Obligation to Purchase Energy and Pay Metro Funding Amount

In addition to being the owner of the System, the Metropolitan Government is a significant purchaser
of energy generated by the System. As such, the Metropolitan Government has entered into the Metropolitan
Government Customer Contract, pursuant to which it is obligated to purchase, subject to annual
appropriation, 72,715 PPH of saturated steam capacity and 8,600 tons of chilled water capacity generated by
the System for the Metropolitan Government Premises at rates and upon terms specified in the Metropolitan
Government Customer Contract." The Metropolitan Government has also independently covenanted in the
General Resolution, for the benefit of the owners of any Parity Obligations, that on or after the date the New
Energy Generating Facility is placed in service (the “Service Commencement Date”), which is expected to
occur on or before July 1, 2004, and as long as any Parity Obligations remain Outstanding under the General
Resolution, it shall obtain all of its heating and cooling requirements for the Metro-owned buildings specified
in the General Resolution (the “Metropolitan Government Premises”) from the System and not from any other
source and to pay for all such energy services, subject to annual appropriation, at the rates set forth in the
Metropolitan Government Customer Contract. Also, in order to insure adequate revenues to pay Operating
Expenses and outstanding debt service on Parity Obligations, including the 2002 Series A Bonds, the
Metropolitan Government has agreed in the Metropolitan Government Customer Contract and has covenanted
in the General Resolution that it shall, subject to annual appropriation, pay the Metro Funding Amount and to
replenish the Operating Reserve Fund and the Debt Service Reserve Fund to their stated requirements. See
Appendix B-I - “Summary of Certain Provisions of the General Resolution” and Appendix B-II -
“Summary of Certain Provisions of the Customer Contracts.”

' The capacities listed refer only to the Metropolitan Government’s commitment pursuant to the Metropolitan Government

Customer Contract and doesn’t include any committed capacity as an Additional Customer of the System.
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For a description of the Metropolitan Government budget and appropriation procedures, see
“METROPOLITAN GOVERNMENT BUDGET AND APPROPRIATION SYSTEM” herein.

Sale of Energy — The Customer Contracts

The most significant source of revenue for the District Energy System comes from the fees payable
under the Customer Contracts to the Metropolitan Government (the “Energy Fees”) for steam and chilled
water services. Collectively, as of the date hereof, Customer Contracts (including Holdover Customer
Contracts) account for the sale of approximately 93.80% of the total available capacity of steam and 90.17%
of the total available capacity of chilled water. Additionally, the Metropolitan Government and CES are
actively marketing the remaining excess capacity and will continue to market any capacity that becomes
available as a result of future improvements and expansions to the System. For a more detailed account of the
historical and projected Revenues generated from the sale of energy produced by the System, see “THE
SYSTEM AND ITS OPERATIONS — Production and Sale of Energy” below. The Metropolitan Government
has entered into three categories of Customer Contracts, each of which is briefly described below.

The Initial Customer Contracts

The Initial Customer Contracts include the State Customer Contract, the Commercial Customer
Contracts and the Metropolitan Government Customer Contract, which collectively will account for the sale
of 89.02% of the total available capacity of steam from the New Facility and 85.65% of the total available
capacity of chilled water from the New Facility. Each of the customers under the Initial Customer Contracts
(the “Initial Customers”) are customers of the existing System under contracts with NTTC who have opted
prior to the issuance of the 2002 Series A Bonds to execute new contracts with the Metropolitan Government
to receive energy services from the New Facility for terms beginning on the Service Commencement Date
and ending on the thirtieth anniversary of that date. At the end of the initial thirty year term, and at the end of
each renewal term, the Initial Customer Contracts will be extended for an additional five year term unless, at
least one year prior to the expiration of the initial term or the then-current renewal term, either party to an
Initial Customer Contract gives notice of termination (upon the terms set forth in such contract). Excluding
the State and the Metropolitan Government which have committed to purchase, respectively, 39.84% and
29.00% of the total available capacity of steam and 28.25% and 33.08% of the total available capacity of
chilled water, no single Initial Customer of the System is contractually committed to purchase more than
6.89% of the total available capacity of steam and 4.01% of the total available capacity of chilled water. For a
more detailed description of the terms and conditions of the Initial Customer Contracts, see “THE SYSTEM
AND ITS OPERATIONS — Production and Sale of Energy — Sale of Energy Generated by the System” and
Appendix B-IIT1 — “Summary of Certain Provisions of the Customer Contracts”

Holdover Customer Contracts

The Holdover Customer Contracts include existing NTTC contracts with three private customers (the
“Holdover Customers”) who, as of the date hereof, have not entered into new contracts with the Metropolitan
Government. Under the terms of their existing contracts which have been assigned to the Metropolitan
Government, the Holdover Customers will continue to receive energy services from the System for varying
periods of time after the New Energy Generating Facility becomes operational. One of the Holdover
Customers has informed the Metropolitan Government that it will not require Services from the System
beyond the Spring of 2003 and in accordance with the terms of its contract will terminate the contract at that
time. Upon the commencement of service of the New Facility, it is expected that the Holdover Customer
Contracts initially will account for the sale of 3.58% of the total available capacity of steam from the New
Facility and 3.37% of the total available capacity of chilled water from the New Facility. For a detailed more
description of the terms and conditions of the Holdover Customer Contracts, see “THE SYSTEM AND ITS
OPERATIONS — Production and Sale of Energy — Sale of Energy Generated by the System” and Appendix
B-III — “Summary of Certain Provisions of the Customer Contracts”.
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Holdover Customers who enter into contracts with the Metropolitan Government for continued
energy services subsequent to the date hereof will become Additional Customers of the System discussed
below.

Additional Customer Contracts

Prior to the Service Commencement Date, the Metropolitan Government intends to enter into a long-
term contract for an additional Metro-owned building which will account for 1.20% of total available capacity
of steam from the New Facility and 1.15% of total available capacity of chilled water from the New Facility.
This building is currently being serviced pursuant to a contract between the Metropolitan Government and
NTTC recently entered into for a term expiring on the Service Commencement Date. Because the
Metropolitan Government intends to enter into a new contract for continued energy services for this building
subsequent to the issuance of the 2002 Series A Bonds, the new contract, together with any contracts entered
into with new customers of the System subsequent to the date hereof, are referred to herein as “Additional
Customer Contracts” and the customers entering into such contracts are referred to as “Additional
Customers”. The remaining 6.20% available capacity of steam and 9.83% of chilled water for which the
Metropolitan Government has not yet received commitments, as well as any additional steam and chilled
water capacity that becomes available (i) by expiration of the terms of the Holdover Customer Contracts, (ii)
as a result of reduced capacity needs of the Initial Customers or termination of the Initial Customer Contracts,
or (iii) as a result of future improvements or expansions to the System, will be marketed by the Metropolitan
Government and CES upon terms and conditions to be determined by the Metropolitan Government. See
Appendix B-I1I — “Summary of Certain Provisions of the Customer Contracts” herein.

At present, the Metropolitan Government is confident that it will successfully market any excess
capacity that now exists or will become available, and to the extent it is unable to do so, that the Metropolitan
Government believes it can itself absorb most, if not all, of such capacity for additional Metro-owned
buildings.

As consideration for the services provided by the Metropolitan Government under the Customer
Contracts, each Customer will pay an energy fee (the “Energy Fee”), computed in accordance with the
formula established in the respective Customer Contracts. The components comprising the calculation of the
Energy Fee paid by a Customer, as well as certain terms and conditions relating to a Customer’s reduced
capacity needs and its obligation to continue to purchase energy and the termination of a Customer Contract,
are significantly different (i) for the State than those applicable to the Commercial Customers (whose
contracts are substantially the same except for reserved capacity of steam and chilled water) and the
Metropolitan Government, and (ii) for the Initial Customers than those applicable to the Holdover Customers
and those that may be applicable to Additional Customers. For a detailed description of the Energy Fees and
the terms and conditions of the respective Customer Contracts, see “THE SYSTEM AND ITS OPERATIONS —
Production and Sale of Energy — Sale of Energy Generated by the System” and Appendix B-III —
“Summary of Certain Provisions of the Customer Contracts”. Projected revenues from Energy Fees
payable by the Initial Customers, the Holdover Customers and Additional Customers are set forth below
under the heading “THE SYSTEM AND ITS OPERATIONS — Projected Operating Results; Projected
Revenues and Expenses”.

Security During Construction of the Project

The Customer Contracts (other than the original contracts assigned to the Metropolitan Government
by NTTC), do not require any payments to be made prior to the Service Commencement Date. The original
contracts assigned to the Metropolitan Government by NTTC continue to be effective during construction of
the New Facility. Under the General Resolution, the Metropolitan Government has pledged up to $3,000,000
of gross revenues from the existing NTTC contracts to the System. These revenues will be deposited directly
in the Operating Reserve Fund to be available for working capital. See “The Resolution - Pledge for all
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Parity Obligations” above. As security for the payment of the 2002 Series A Bonds during construction of
the Project (the “Construction Period”), the Metropolitan Government has also covenanted in the General
Resolution that prior to the Service Commencement Date, subject to annual appropriation, it shall pay all debt
service expenses of the 2002 Series A Bonds to the extent proceeds available from the 2002 Series A Bonds
and from other available sources are insufficient for such purpose. See Appendix B-I - “Summary of
Certain Provisions of the General Resolution” above.

As further security for the payment of the 2002 Series A Bonds during the Construction Period the
Metropolitan Government has pledged all of its rights, title and interest in and to certain damage payments
payable to the Metropolitan Government by CES as a result of CES’s failure to satisfy certain Construction
Period obligations under the Management Contract. Pursuant to the Management Contract, CES is required
to place the New Energy Generating Facility in service by the Scheduled Service Commencement Date,
which is 610 days following the date on which construction of the Project commences (the “Scheduled
Service Commencement Date”). Construction is expected to commence on November 10, 2002 in
accordance with the terms of the Management Contract. If CES commences providing service prior to the
Scheduled Service Commencement Date, the Metropolitan Government is required to pay CES incentive
payments in the amount of $10,000 for each day that service commences prior to such date. In the event that
service commences after the Scheduled Service Commencement Date, however, CES is required to make
damage payments to the Metropolitan Government in the amount of daily debt service plus an additional
$10,000 per day for each day commencement of service is delayed beyond the Scheduled Service
Commencement Date.

The Management Contract also requires CES to perform acceptance testing and achieve acceptance
within two years following the Scheduled Service Commencement Date, and CES is also required to satisfy
several acceptance testing performance guarantees with respect to (i) steam capacity and chilled water
delivery and (ii) electricity, natural gas, fuel oil and water usage. If acceptance is not achieved within the
time period allotted, the Metropolitan Government shall have the right to terminate the Management Contract
and CES will be required to pay liquidated damages in an amount sufficient to discharge the 2002 Series A
Bonds plus $5,000,000 as compensation to the Metropolitan Government. To the extent that the New Energy
Generating Facility would otherwise achieve acceptance but for the failure to satisfy one or more of the
acceptance performance guarantees, and provided the New Facility meets a threshold level of acceptance as
specified in the Management Contract, CES may still achieve acceptance by paying certain amounts to the
Metropolitan Government for its failure to satisfy the performance guarantees. Such amounts are intended to
compensate the Metropolitan Government for any losses incurred as a result of reduced operating capacity,
including any amounts necessary to defease a portion of the 2002 Series A Bonds as a result of reduced
energy outputs. For a detailed discussion of the acceptance standards, performance guarantees, and the
damages and amounts payable to the Metropolitan Government for failure to satisfy its Construction Period
obligations, see “Appendix B-II — “Summary of Certain Provisions of the Management Contract”.

Security During Management and Operation of the System

The Management Contract provides that CES will operate and maintain the System, at its own
expense, on a 24 hour per day, 7 day per week basis (except for scheduled maintenance or due to
Uncontrollable Circumstances), for a term commencing on the Scheduled Service Commencement Date and
ending on the 15th anniversary of the Service Commencement Date, provided that the Metropolitan
Government may extend the term by exercising, at its sole option, any of one or more of three consecutive
five year renewal options (the “Management Term”). As consideration for the performance of its
management obligations, CES will be paid a fee calculated in accordance with the formula set forth in the
Management Contract (the “Management Fee”). As part of its Management Period obligations, CES is
required to satisfy several operating performance guarantees with respect to the availability of the System,
environmental standards, certain qualitative and quantitative operating standards relating to steam and chilled
water, and electricity, and natural gas, fuel oil and water usage. If CES fails to meet any of its operating
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performance guarantees, and the failure to do so is not otherwise excused under the terms of the Management
Contract, CES will be required to pay damages to the Metropolitan Government for the period during which
the applicable standard is not met, and in the case of a failure to satisfy environmental standards, CES will be
obligated to pay all costs to remedy the cause thereof and pay all fines and penalties assessed by regulatory
bodies. Also, as part of its Management Period obligations, CES is required to cause the Parent to provide
and maintain the Guaranty (discussed below), and under certain conditions related to the credit of the Parent
as set forth in the Management Contract, CES must also provide credit enhancement of its obligations under
the Management Contract. For a detailed discussion of the CES’s Management Period Obligations and the
damages and amounts payable to the Metropolitan Government for failure to satisfy such obligations, see
“Appendix B-I1I — “Summary of Certain Provisions of the Management Contract”.

The Parent Guaranty

The Parent has entered into a Guaranty in favor of the Metropolitan Government with respect to
CES’s obligations under the Management Contract. For a discussion of the Parent, see “CONSTELLATION
ENERGY SOURCE, INC. AND CONSTELLATION ENERGY GROUP” herein. The Guaranty and the payments to
be made by the Parent to the Metropolitan Government are pledged to secure the 2002 Series A Bonds.

Obligations Guaranteed; Right to Proceed Against Guarantor

Pursuant to the Guaranty, the Parent has absolutely, presently, irrevocably and unconditionally
guaranteed to the Metropolitan Government the full and prompt payment when due of each and all payments
required to be credited or made by CES under the Management Contract, to or for the account of, the
Metropolitan Government as the same become due and payable under the Guaranty. The Guaranty
constitutes a guaranty of payment and not of collection, and the Metropolitan Government shall have the right
to proceed first and directly against the Parent under the Guaranty without first proceeding against CES or
exhausting any remedies against CES which the Metropolitan Government may have.

Limitation of Liability

Pursuant to the Guaranty, the aggregate liability of the Parent (i) with respect to the Construction
Work (including damages payable through the acceptance) is limited to $12,000,000, and (ii) with respect to
the Management Period obligations (a) from the period commencing on the Service Commencement Date and
ending on the last day of the initial term is limited to $12,000,000, declining to $8,000,000 on the day
following the fifth anniversary of the Service Commencement Date and further declining to $4,000,000 on the
day following the tenth anniversary of the Service Commencement Date The Guaranty does not extend to
any renewal terms under the Management Contract. For a discussion of CES’s obligations with respect to the
Construction Work and the Management Period, see “Security During Construction of the Project” and
“Security During Management and Operation of the System” above and Appendix B-II — “Summary of
Certain Provisions of the Management Contract”.

Substitution of Credit

On and after the fifth anniversary of the Service Commencement Date, the Parent shall have the right
to deliver to the Metropolitan Government a letter of credit satisfying the requirements set forth in the
Guaranty in the stated amount of $8,000,000 (less any amount previously paid to the Metropolitan
Government under the Guaranty and counted against the limitation of liability described above under the
subheading “Limitation of Liability”’) and upon delivery of such letter of credit to terminate the Guaranty.
Upon such termination the obligations of the Parent shall terminate, except for obligations that accrued prior
to the termination date that remain unsatisfied.
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Additional Parity Obligations

The General Resolution permits, upon satisfaction of certain conditions set forth therein, the issuance
or execution and delivery of Parity Obligations on a parity with the 2002 Series A Bonds. Except with
respect to (i) the 2002 Series A Bonds, (ii) Parity Obligations issued to refund other Parity Obligations to
reduce debt service, and (iii) Parity Obligations issued or executed and delivered for the purpose of financing
repairs or replacements to the System, the Metropolitan Government may not issue or execute and deliver
other Parity Obligations unless it delivers to the Trustee a certificate of an Authorized Officer of the
Metropolitan Government to the effect that (y) Net Revenues for the immediately preceding Fiscal Year
(including all payments by the Metropolitan Government pursuant to the General Resolution) were at least
equal to the debt service expenses for such Fiscal Year and (z) projected Net Revenues for the current Fiscal
Year (including all payments by the Metropolitan Government pursuant to the General Resolution included in
a then current appropriation), taking into account the proposed issue or execution and delivery of Parity
Obligations and the expenses related to the project financed with proceeds of such Parity Obligations, are
expected to be at least sufficient to pay debt services expenses for such Fiscal Year See Appendix B-I -
“Summary of Certain Provisions of the General Resolution.”

METROPOLITAN GOVERNMENT BUDGET AND APPROPRIATION SYSTEM

The Metropolitan Government operates on a fiscal year beginning July 1 and ending on June 30. The
Metropolitan Government Charter (the “Charter”) governs the budget and appropriation system which
provides for separate operating and capital improvements budgets. The annual operating budget and the
capital improvements budget must take the form of ordinances which become effective only if passed by a
majority vote of the Metropolitan County Council (the “Council’) on three different days. Final passage of an
ordinance occurs when the ordinance is approved by a majority of the entire membership of the Council and
(i) is signed by the Metropolitan County Mayor (the “Mayor”), or (ii) if not approved and signed by the
Mayor, is subsequently adopted by two-thirds of the Council membership. The provisions of the Charter
governing the budget procedures, adoption and amendments, as well as transfers of and additional
appropriations are set forth below.

Annual Operating Budget

On or before April 30 of each year, all officers, departments, boards, commissions and other agencies
for which appropriations are made by the Metropolitan Government, must submit their budget requests or
estimates to the Metropolitan Government director of finance (the “Director of Finance™) for the next fiscal
year. The Director of Finance then prepares the annual operating budget, making such revisions to the
requests or estimates received as he/she deems necessary, provided each officer, department, board
commission or other agency is entitled to a hearing before the Director of Finance with reference to any
contemplated revision to its budget request or estimates.

The Director of Finance then transmits the proposed operating budget to the Mayor, who reviews and
makes revisions to the proposed budget as he/she deems necessary or desirable. The Mayor must submit the
proposed budget to the Council on or before May 25, together with a message explaining the budget,
describing its important features and proposed financial policies for the ensuing fiscal year and setting forth
the reasons for any significant policy changes or budgetary allocations. Copies of the budget and budget
message are also distributed to any interested persons and a summary of the budget is published in each daily
newspaper in the Metropolitan Government area. The annual operating budget ordinance must set forth the
estimated revenues in detail by source and make appropriations according to fund and by organizational unit,
purpose or activity
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Upon passage by the Council of the budget ordinance on first reading, the Council is required to hold
public hearings which must be advertised in a daily newspaper of general circulation in the Metropolitan
Government area at least seven days prior to the date or dates set for such hearings. At the conclusion of the
public hearings, the Council may amend the proposed budget provided the budget makes provisions for all
expenditures required by law and the Charter and all debt service requirements for the ensuing fiscal year, and
further provided, total appropriations from any fund do not exceed the estimated fund balance, reserves, and
revenues available for such fund. Final adoption of the budget ordinance by the Council must occur not later
than June 30 and if the Council fails to adopt a budget ordinance by June 30, it is conclusively presumed to
have adopted the budget submitted to the Council by the Mayor.

The amount set out in the adopted budget ordinance for each organizational unit, purpose or activity
constitutes the annual appropriation for such item. All appropriations are allotted by the Director of Finance
on a quarterly basis based on estimated needs. No expenditures or encumbrances in excess of the
unencumbered balance of an appropriation are permitted unless an additional appropriation or transfer of an
appropriation is made as provided in the Charter.

The Council may make additional appropriations at any regular or special meeting provided that any
additional appropriation is made only from an existing unappropriated surplus in the fund to which it applies.
Also, upon the request of any department head, the Mayor may transfer an unencumbered balance of any
appropriation (or portion thereof) for any purpose or activity to the appropriation for any other purpose or
activity within the same department. Further, at the end of a fiscal year quarter and at the request of the
Mayor, the Council may by a resolution passed by a majority of the membership, transfer the unencumbered
balance of any appropriation (or portion thereof) to another appropriation within the same section of the
budget and within the same fund, provided the restriction on transfers within the same section of the budget
and within the same fund shall not apply to (i) the discharge of obligations existing between governmental
agencies financed from one fund and those financed through another fund, (ii) the transfer of moneys from
operating funds to agency or trust funds, covering collections to be expended through such agency or trust
funds, (iii) transfers of unappropriated surplus bond funds to the debt service funds set up to retire such bonds,
and (iv) transfers between funds as may be authorized by law.

Capital Improvement Budget

Not later than February 28 of each year, the Director of Finance shall submit to the Metropolitan
Government planning commission (the “Planning Commission”) requests for funds for capital improvements
collected from all officers, departments, boards, commissions and other agencies so that the Planning
Commission may prepare a capital improvement budget to be submitted to the Mayor along with its
recommendations. The capital improvement budget must include a program of expenditures for the ensuing
fiscal year and for the next five fiscal years thereafter. The Mayor is required to submit the capital
improvement budget to the Metropolitan Council by May 15 of each year along with his/her
recommendations of projects to be undertaken, the method of financing the projects and the impact on the
Metropolitan Government debt structure. Projects to be financed from current revenues for the ensuing fiscal
year are included in the annual operating budget discussed above.

The Council is required to hold public hearings on the proposed capital improvements budget prior to
any hearings on the annual operating budget, advertised in the same manner as the annual operating budget.
At the conclusion of the public hearings, the Council may accept, with or without amendment, or reject the
proposed capital improvements program and the proposed means of financing. The capital improvements
budget must be finally acted upon by the Council by the June 15 following submission of the budget.

The Mayor may submit amendments to the capital improvements budget to the Council at any time,

accompanied by the recommendations of the Planning Commission, and such amendments will become
effective when adopted by two-thirds of the membership of the Council.
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DESCRIPTION OF THE 2002 SERIES A BONDS
General Description of 2002 Series A Bonds

The 2002 Series A Bonds will initially be dated their date of delivery and will bear interest from their
dated date at the rates, and will mature on the dates and in the amounts, shown on the cover page hereof.
Interest will be payable semiannually on each April 1 and October 1, commencing April 1, 2003. Principal
on the 2002 Series A Bonds will be payable at the offices of SunTrust Bank, Nashville Tennessee, as Trustee
and Paying Agent or any successors thereto. Interest on the 2002 Series A Bonds will be payable by check or
draft of the Trustee mailed to the person in whose name the Bonds are registered as shown on the registration
books of The Metropolitan Government on the Record Date for payment.

As long as the 2002 Series A Bonds are registered in book-entry only form, the foregoing is modified
as set forth in the discussion under “Book-Entry Only System” below.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for
the 2002 Series A Bonds. The 2002 Series A Bonds will be issued in fully registered form, and, when issued,
will be registered in the name of Cede & Co., as Bond owner and nominee for DTC. Purchase of beneficial
interests in the 2002 Series A Bonds will be made in book-entry form, in the denomination of $5,000 or any
integral multiple thereof. Purchasers of such beneficial interests will not receive certificates representing their
interests in the 2002 Series A Bonds. One fully registered certificate will be issued for each maturity of the
2002 Series A Bonds, each in the aggregate principal amount of such maturity, and will be deposited with
DTC. So long as Cede & Co. is the Bond owner, as nominee of DTC, reference herein to the Bond owners or
registered Owners shall mean Cede & Co., as aforesaid, and shall not mean the owners of beneficial interests
in the 2002 Series A Bonds.

Redemption Provisions
General Optional Redemption

2002 Series A Bonds maturing on or before October 1, 2012 are not subject to general optional
redemption. At the option of the Metropolitan Government, 2002 Series A Bonds maturing after October 1,
2012, shall be subject to redemption prior to maturity, commencing on October 1, 2012, as a whole at any
time or in part at any time, at a redemption price (expressed as a percentage of the principal amount of the
2002 Series A Bonds or portions thereof to be redeemed) equal to 100% of the principal amount thereof,
together with interest accrued to the date fixed for redemption.

Extraordinary Optional Redemption

The 2002 Series A Bonds will be subject to redemption in whole (but only if all other Bonds issued
under the General Resolution are simultaneously redeemed), but not in part, at the option of the Metropolitan
Government, at any time prior to maturity, at a Redemption Price equal to 100% of the principal amount
thereof, without premium, plus accrued interest to the Redemption Date, if any of the following events shall
have occurred:

(a) the System shall have been damaged or destroyed to the extent that, in the opinion of the
Consulting Expert, either (i) the System cannot be reasonably restored or repaired within a period of six
months to the condition thereof immediately preceding such damage or destruction, or (ii) the Metropolitan
Government would thereby be prevented from carrying on the normal operations of the System for a period of
six months or more; or
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(b) title to, or the use or possession of, all or substantially all of the System shall have been
condemned or taken under the exercise of the power of eminent domain by any governmental authority, or a
person, firm or corporation acting under governmental authority, for any public use or purpose to such an
extent that, in the opinion of the Consulting Expert, either (i) the System cannot be reasonably restored or
replaced within a period of six months to a condition of comparable usefulness to that existing prior to such
taking, or (ii) the Metropolitan Government would thereby be prevented from carrying on the normal
operations of the System for a period of six months or more; or

(©) as a result of changes in the constitutions or laws of the United States of America or the State
of Tennessee or of legislative or administrative action of the United States of America or the State of
Tennessee or any political subdivision of either thereof or a final decree, judgment or order of a court or an
order, rule, regulation, determination, action or refusal to take action, or refusal to issue or make any order,
material permit, rule, regulation or determination, by a governmental authority or agency, after contest thereof
by the Metropolitan Government in good faith either (i) the Customer Contracts, or any material part thereof,
shall have become void or unenforceable or impossible of performance in accordance with the intent and
purpose of the parties, or (ii) unreasonable burdens or excessive Service Payments being charged to the
Customers with respect to the System or the operation thereof, or (iii) the System becomes regulated as a
public utility.

Mandatory Discharge of 2002 Series A Bonds

Moneys deposited in the Debt Service Fund in accordance with the General Resolution from (a)
proceeds from the sale of all or portion of the System by the Metropolitan Government; (b) damage payments
arising from CES’s failure to achieve acceptance of the New Facility; or (¢) damages paid to the Metropolitan
Government by any Initial Customer for early termination of its Initial Customer Contract shall be set aside to
defease the 2002 Series A Bonds pursuant to the provisions of the General Resolution, in whole or in part, on
their first call date, at a Redemption Price equal to 100% of the principal amount thereof, without premium,
plus accrued interest to the date of redemption.

Mandatory Sinking Fund Redemption
The 2002 Series A Bonds maturing on October 1, 2025 are subject to mandatory redemption prior to

maturity by operation of mandatory Sinking Fund Installments as provided in the Resolution in the amounts
in each year as set forth below at par plus accrued interest thereon to the date of redemption:

Sinking Fund
Year Installment
2024 2,665,000
2025° 2,795,000

TF inal Maturity
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The 2002 Series A Bonds maturing on October 1, 2027 are subject to mandatory redemption prior to
maturity by operation of mandatory Sinking Fund Installments as provided in the Resolution in the amounts
in each year as set forth below at par plus accrued interest thereon to the date of redemption:

Sinking Fund
Year Installment
2026 3,790,000
2027" 3,110,000

TFinal Maturity

The 2002 Series A Bonds maturing on October 1, 2033 are subject to mandatory redemption prior to
maturity by operation of mandatory Sinking Fund Installments as provided in the Resolution in the amounts
in each year as set forth below at par plus accrued interest thereon to the date of redemption:

Sinking Fund
Year Installment
2028 3,255,000
2029 3,420,000
2030 3,590,000
2031 3,770,000
2032 3,955,000
2033" 4,155,000

TFinal Maturity

Notice of Redemption

Notice of redemption shall be mailed not less than 30 or more than 60 days prior to the scheduled
redemption date, by first class mail, to the holder of such bond at the holder’s address as it appears on the
bond register. So long as Cede & Co., as nominee of DTC is the registered owner of the 2002 Series A
Bonds, all notices of redemption will be sent only to DTC.

Book-Entry Only System

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act Of 1934. DTC
holds securities that its participants (“Participants”) deposit with DTC. DTC also facilitates the settlement
among Participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in Participants’ accounts, thereby eliminating the need for
physical movement of securities certificates. Direct Participants include securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations (the “Direct Participants”). DTC is
owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the American Stock
Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC system is also
available to others such as securities brokers and dealers, banks, and trust companies that clear through or
maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants™). The Rules applicable to DTC and its Participants are on file with the Securities and Exchange
Commission.
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Purchases of 2002 Series A Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2002 Series A Bonds on DTC’s records. The ownership
interest of each actual purchaser of each 2002 Series A Bond (“Beneficial Owner”) is in turn to be recorded
on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from
DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing details
of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 2002
Series A Bonds are to be accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
2002 Series A Bonds except in the event that use of the book-entry system for the 2002 Series A Bonds is
discontinued.

To facilitate subsequent transfers, all 2002 Series A Bonds are registered in the name of DTC’s
partnership nominee, Cede & Co. The deposit of 2002 Series A Bonds with DTC and their registration in the
name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the 2002 Series A Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such 2002 Series A Bonds are credited, which may or may not be the
Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf
of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. Redemption notices shall be sent to Cede & Co. If less than all of the 2002 Series
A Bonds are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to 2002 Series A Bonds. Under its
usual procedures, DTC mails an Omnibus Proxy to the Metropolitan Government as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the 2002 Series A Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal and interest payments on the 2002 Series A Bonds will be made to DTC. DTC’s practice is
to credit Direct Participants’ accounts on the payment date in accordance with their respective holdings shown
on DTC’s records unless DTC has reason to believe that it will not receive payment on the payment date.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name”, and will be the responsibility of such Participant and not of DTC, the Trustee or the
Metropolitan Government, subject to any statutory or regulatory requirements as may be in effect from time
to time. Payment of principal and interest to DTC is the responsibility of the Metropolitan Government and
the Trustee, disbursement of such payments to Direct Participants shall be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect
Participants.

DTC may discontinue providing its services as securities depository with respect to the 2002 Series A
Bonds at any time by giving reasonable notice to the Metropolitan Government or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, certificates for the 2002
Series A Bonds are required to be printed and delivered.
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The Metropolitan Government may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depository). In that event, certificates for the 2002 Series A Bonds
will be printed and delivered.

The information contained above in this section “Book-Entry-Only System” has been extracted from
a schedule prepared by DTC as sample disclosure language provided to the Metropolitan Government in
connection with the issuance of the 2002 Series A Bonds. No representation is made by the Metropolitan
Government or the Underwriters as to the completeness or the accuracy of such information or as to the
absence of material adverse changes in such information subsequent to the date thereof.

For every transfer and exchange of a beneficial ownership interest in the 2002 Series A Bonds, a
Beneficial Owner may be charged a sum sufficient to cover any tax, fee or other governmental charge that
may be imposed in relation thereto.

NEITHER THE METROPOLITAN GOVERNMENT, THE UNDERWRITERS NOR THE
TRUSTEE WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS, OR THE
PERSONS FOR WHOM THEY ACT AS NOMINEES, WITH RESPECT TO THE PAYMENTS TO OR
THE PROVIDING OF NOTICE FOR THE DIRECT PARTICIPANTS, THE INDIRECT PARTICIPANTS,
OR THE BENEFICIAL OWNERS OF THE 2002 SERIES A BONDS. NO ASSURANCES CAN BE
PROVIDED THAT, IN THE EVENT OF BANKRUPTCY OR INSOLVENCY OF DTC, A DIRECT
PARTICIPANT OR AN INDIRECT PARTICIPANT THROUGH WHICH A BENEFICIAL OWNER
HOLDS INTERESTS IN THE 2002 SERIES A BONDS, PAYMENT WILL BE MADE BY DTC, THE
DIRECT PARTICIPANT OR THE INDIRECT PARTICIPANT ON A TIMELY BASIS.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED OWNER OF ALL
OF THE 2001 SERIES A BONDS, REFERENCES HEREIN TO THE BOND OWNERS OR REGISTERED
OWNERS OF THE 2002 SERIES A BONDS SHALL MEAN CEDE & CO. AND SHALL NOT MEAN
THE BENEFICIAL OWNERS. THEREFORE, THE PROVISIONS IN THIS OFFICIAL STATEMENT
SUMMARIZING THE TERMS OF PAYMENT AND REDEMPTION OF THE 2002 SERIES A BONDS,
THE REQUIREMENTS OF NOTICE TO BOND OWNERS AND RIGHTS OF BOND OWNER CONSENT
SHALL APPLY TO CEDE & CO., AS BOND OWNER.

BOND INSURANCE

Payments of principal of and interest on the 2002 Series A Bonds are insured by a financial guaranty
insurance policy to be issued simultaneously upon the issuance of the 2002 Series A Bonds. However, there
can be no assurance that the Insurer will be financially able to meet its contractual obligations under the
financial guaranty insurance policy.

The following information has been furnished by Ambac Assurance Corporation (the “Ambac
Assurance”) for use in this Official Statement. Reference is made to Appendix H attached hereto for a
specimen of the Ambac Assurance financial guaranty insurance policy, including the endorsements thereto.
The Metropolitan Government takes no responsibility for the accuracy or completeness of this information
and makes no representations with respect thereto.

Financial Guaranty Insurance Policy
Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the “Financial
Guaranty Insurance Policy”) relating to the 2002 Series A Bonds effective as of the date of issuance of the 2002

Series A Bonds. Under the terms of the Financial Guaranty Insurance Policy, Ambac Assurance will pay to The
Bank of New York, in New York, New York or any successor thereto (the “Insurance Trustee™) that portion of
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the principal of and interest on the 2002 Series A Bonds which shall become Due for Payment but shall be unpaid
by reason of Nonpayment by the Metropolitan Government (as such terms are defined in the Financial Guaranty
Insurance Policy). Ambac Assurance will make such payments to the Insurance Trustee on the later of the date on
which such principal and interest becomes Due for Payment or within one business day following the date on
which Ambac Assurance shall have received notice of Nonpayment from the Trustee. The insurance will extend
for the term of the 2002 Series A Bonds and, once issued, cannot be canceled by Ambac Assurance.

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and on
mandatory sinking fund installment dates, in the case of principal, and on stated dates for payment, in the case of
interest. If the 2002 Series A Bonds become subject to mandatory redemption and insufficient funds are available
for redemption of all outstanding 2002 Series A Bonds, Ambac Assurance will remain obligated to pay principal
of and interest on outstanding 2002 Series A Bonds on the originally scheduled interest and principal payment
dates including mandatory sinking fund redemption dates. In the event of any acceleration of the principal of the
2002 Series A Bonds, the insured payments will be made at such times and in such amounts as would have been
made had there not been an acceleration.

In the event the Trustee has notice that any payment of principal of or interest on a 2002 Series A Bonds
which has become Due for Payment and which is made to a Bondholder by or on behalf of the Metropolitan
Government has been deemed a preferential transfer and theretofore recovered from its registered owner pursuant
to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent
jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to the extent of such
recovery if sufficient funds are not otherwise available.

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as defined in
the Policy. Specifically, the Financial Guaranty Insurance Policy does not cover:

(1) payment on acceleration, as a result of a call for redemption (other than mandatory
sinking fund redemption) or as a result of any other advancement of maturity.

2 payment of any redemption, prepayment or acceleration premium.

3) nonpayment of principal or interest caused by the insolvency or negligence of any
Trustee, Paying Agent or Bond Registrar, if any.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of principal
requires surrender of 2002 Series A Bonds to the Insurance Trustee together with an appropriate instrument of
assignment so as to permit ownership of such 2002 Series A Bonds to be registered in the name of Ambac
Assurance to the extent of the payment under the Financial Guaranty Insurance Policy. Payment of interest
pursuant to the Financial Guaranty Insurance Policy requires proof of Bondholder entitlement to interest
payments and an appropriate assignment of the Bondholder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the 2002 Series A
Bonds, appurtenant coupon, if any, or right to payment of principal or interest on such 2002 Series A Bonds and
will be fully subrogated to the surrendering Bondholder’s rights to payment.

Ambac Assurance Corporation

Ambac Assurance Corporation is a Wisconsin-domiciled stock insurance corporation regulated by the
Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 states,
the District of Columbia, the Territory of Guam and the Commonwealth of Puerto Rico, with admitted assets
of approximately $5,587,000,000 (unaudited) and statutory capital of approximately $3,453,000,000
(unaudited) as of June 30, 2002. Statutory capital consists of Ambac Assurance’s policyholders’ surplus and
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statutory contingency reserve. Standard & Poor’s Credit Markets Services, a Division of The McGraw-Hill
Companies, Moody’s Investors Service and Fitch, Inc. have each assigned a triple-A financial strength rating
to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring
of an obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on
such obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under
policy provisions substantially identical to those contained in its financial guaranty insurance policy shall be
treated for federal income tax purposes in the same manner as if such payments were made by the Metropolitan
Government of the 2002 Series A Bonds.

Ambac Assurance makes no representation regarding the 2002 Series A Bonds or the advisability of
investing in the 2002 Series A Bonds and makes no representation regarding, nor has it participated in the
preparation of, the Official Statement other than the information supplied by Ambac Assurance and presented
under this caption “BOND INSURANCE”.

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the “Company”), is subject to
the informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in
accordance therewith files reports, proxy statements and other information with the Securities and Exchange
Commission (the “SEC”). These reports, proxy statements and other information can be read and copied at the
SEC’s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-
SEC-0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other information regarding
companies that file electronically with the SEC, including the Company. These reports, proxy statements and other
information can also be read at the offices of the New York Stock Exchange, Inc. (the “NYSE”), 20 Broad Street,
New York, New York 10005.

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting
standards are available from Ambac Assurance. The address of Ambac Assurance’s administrative offices and
its telephone number are One State Street Plaza, 19" Floor, New York, New York 10004 and (212) 668-0340.

The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by
reference in this Official Statement:

(1) The Company’s Current Report on Form 8-K dated January 23, 2002 and filed on
January 25, 2002;

2 The Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2001 and filed on March 26, 2002;

3) The Company’s Current Report on Form 8-K dated April 17, 2002 and filed on April
18, 2002;

4 The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
March 31, 2002 and filed on May 13, 2002;

(5) The Company’s Current Report on Form 8-K dated July 17, 2002 and filed on July 19,
2002;

25



(6) The Company’s Current Report on Form 8-K dated August 14, 2002 and filed on
August 14, 2002; and

(7 The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
June 30, 2002 and filed on August 14, 2002.

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act
after the date of this Official Statement will be available for inspection in the same manner described above
under “Available Information”.

THE SYSTEM AND ITS OPERATIONS
Overview

The existing District Energy System, a district heating and cooling system that provides steam and
chilled water to the downtown metropolitan Nashville area for the purpose of general heating and air
conditioning, is located on approximately ten acres in downtown Nashville. The Metropolitan Government is
the owner of the System and the site on which the Existing Facility is located and the owner of the site where
the New Energy Generating Facility will be located. A portion of the Energy Distribution System is currently
owned by the State and will be transferred to the Metropolitan Government prior to completion of the New
Energy Generating Facility.

Upon completion of the Project, primary components of the System will include (i) the steam
production subsystem consisting of four 65,000 PPH forced draft, pressurized, dual-fuel boilers and a duplex
soft water system; (ii) the chilled water subsystem comprised of eight 2,600-ton electrical drive chillers, 16
single-cell, induced draft cooling towers and 6 chilled water and 5 condenser water pump/motor sets; (iii) a
69/13/8 KV supply substation and two 69/13.8 KV transformers; and (iv) 14,000 linear feet of underground
energy distribution piping.

Production and Sale of Energy
Sale of Energy Generated by the System

Historical Capacity and Sales. Under existing contracts with NTTC which have been assigned to the
Metropolitan Government, the Existing Facility provides steam and chilled water services to a total of 38
buildings in downtown Nashville, consisting of 16 privately owned buildings, 14 State owned buildings and 8
Metro-owned buildings. Historically, the private customers, the State and the Metropolitan Government have
accounted for approximately 28%, 54% and 18%, respectively, of the total steam sales and 33%, 44% and
23%, respectively, of the total chilled water sales. Below is a five-year summary of total steam and chilled
water sales for the Existing Facility:

Fiscal Year Ended June 30

1997 1998 1999 2000 2001
Steam Sales 330,418 319,880 301,700 301,329 340,072
(1,000 Ibs)

Chilled Water Sales 50,433 50,785 55,018 57,236 55,155

(1,000 ton hours)

For a more complete discussion of historical sales at the Existing Facility, see Appendix C - “Project
Feasibility Report.”

26



New System Capacity and Sales: The New Energy Generating Facility has been designed to produce
a total installed capacity of 260,000 PPH of 150 PSIG saturated steam and 20,800 tons per hour of 42 degree
Fahrenheit chilled water. Assuming one boiler and one chiller off-line and a 70.0% diversity for steam and
chilled water services, the Metropolitan Government has estimated total available sales capacity at 250,714
PPH for steam and 26,000 tons for chilled water. For a discussion of the diversity factor, see Section 2.9.5 of
the Project Feasibility Report attached hereto as Appendix C.

The following table sets forth the total capacities of steam and chilled water contracted for by the
Customers pursuant to the Customer Contracts:
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Customer Commitments

Commercial Customers

Parkway Towers
Union Planters
Sheraton Hotel

South Trust Bank
Hermitage Hotel

501 Building

Sun Trust Financial Center
Renaissance Hotel
Renaissance Offices
Nashville City Center
Saint Mary’s Church
Ryman Auditorium

Wildhorse Saloon
Total Commercial

State of Tennessee
Andrew Jackson
James K. Polk
John Sevier
Cordell Hull
Library and Archives
State Capitol
Supreme Court
War Memorial
Tennessee State University
Legislative Plaza
Central Services
Rachel Jackson
Citizen’s Plaza
Tennessee Tower

Total State

Metropolitan Government
Metropolitan Courthouse
Criminal Justice Center
Ben West
Municipal Auditorium
Convention Center
Gaylord Entertainment Center

Coliseum
Total Metro

Additional Customer Contracts

Hume Fogg Academic School
(Metro-owned)

Total Additional
TOTAL COMMITMENTS
Capacity Available For Sale

Holdover Customer Contracts

Public Square
Sun Trust Bank
Total Holdover

(€]
(@)
3

Committed Capacity

Steam

(PPH)

4,500
1,995
12,660
2,000
7,000
2,500
0
17,287
0

0

317
954
1,385
50,598

65,808

14,569)

(©)
©)
(©)
©}

976
8.011
8,987

Included as part of Andrew Jackson building capacity.
Included as part of War Memorial building capacity.
Included as part of John Sevier building capacity.

Chilled
Water

(tons)

550
300
950
233
400
175
1,043
1,000
300
1,000
26
180
167
6,324

1,425
1,309
404
498
156
222
78
704

g

3)
O

788
1,760
7,344

350
800
1,050
500
1,400
2,500
2,000
8,600

300
22,568
3,432
110

765
875

Percentage of

Total Available
Capacity
Chilled
Steam Water
(PPH) (tons)
1.79% 2.12%
.80 1.15
5.05 3.65
.80 .90
2.79 1.54
1.00 .67
.00 4.01
6.89 3.85
.00 1.15
.00 3.85
13 .10
38 .69
.55 .64
20.18% 24.32%
26.25% 5.48%
5.81 5.04
- 1.55
- 1.92
- .60
- .85
- .30
- 2.71
- .00
2.93 3.03
4.85 6.77
39.84% 28.25%
2.79% 1.35%
5.50 3.08
5.50 4.04
1.63 1.92
7.48 5.38
6.10 9.62
.00 7.69
29.00% 33.08%
1.20% 1.15%
1.20% 1.15%
229 86.80%
!! zsog 1 2 0
.39% 42%
3.19 2.94
3.58% 3.36%



The Customer Contracts. As of the date hereof, the Initial Customer Contracts and the existing
Additional Customer Contracts will account for 90.22% of the total available capacity of steam of the New
Energy Generating Facility and 86.80% of the total available capacity of chilled water of the New Facility.
The Holdover Contracts will account for 3.58% and 3.36%, respectively, of steam and chilled water but these
percentages will decline over time as the terms of the Holdover Contracts expire. The remaining balances of
total available capacity of steam (4.67%) and total available capacity of chilled water (8.49%) and the
capacities becoming available under the Holdover Contracts are actively being marketed by the Metropolitan
Government to potential Additional Customers. Projected Revenues from the sales of steam and chilled water
are set forth below under the caption “Projected Operating Results; Projected Revenues and Expenses”.

Under the terms of the Customer Contracts each Customer is required to purchase all of its steam and
chilled water requirements from the System up to its respective contract capacity for services at the premises
subject to the contract. No Customer is permitted to operate any boilers, chillers or ancillary equipment on its
premises in lieu of the services provided under its contract, except for periodic testing, maintenance,
emergencies and during a service interruption by the Metropolitan Government. If the Customer determines
that its requirements for services exceeds its contract capacity, the Customer may acquire the additional
requirements of steam or chilled water service from any other source. The Customer is not obligated to
purchase, and the Metropolitan Government is not obligated to provide, services for any expansion of the
Customer’s premises. A list of the historical energy demands of the Initial Customers and the Holdover
Customers under the NTTC contracts is set forth in the “Project Feasiblity Report” attached hereto as
Appendix D. A list of all Customers, their contract capacities for steam and chilled water and the buildings
served pursuant to their Customer Contracts is set forth above under the caption “New System Capacity and
Sales”.

Under the provisions of all Customer Contracts (except Holdover Customer Contracts), the
Metropolitan Government is required to use all reasonable efforts to make steam and chilled water services
available to the Customers without interruption, but the Metropolitan Government does not guarantee a
constant supply of services. If, however, the Metropolitan Government fails to provide such services for three
consecutive days or substitute service reasonable to the Customer, the Metropolitan Government will be liable
to the Customer for the Customer’s direct costs resulting from such failure and the Metropolitan Government
will credit the Customer for the charge for steam or chilled water. Service Interruptions, however, will not
constitute a default by the Metropolitan Government if the Metropolitan Government complies with
applicable cure provisions.

Energy Fees, Reduced Capacity and Termination. As consideration for the services provided by the
Metropolitan Government under the Customer Contracts, each Customer currently does or will pay an Energy
Fee computed in accordance with the formula established in the respective Customer Contracts. Charges are
calculated based on the Metropolitan Government’s costs of providing services, including (i) the cost of
servicing Bonds issued under the General Resolution, (ii) fixed management fees payable by the Metropolitan
Government under the Management Contract, (iii) fuel purchase costs, and (iv) the Metropolitan
Government’s Incremental Costs. A more detailed discussion of the calculation of the Energy Fees paid by
Customers under the different categories of contracts is set forth in Appendix B-III to this Official Statement.

Under the terms of the Initial Customer Contracts and the existing Additional Customer Contracts,
Customers are permitted to reduce their contract capacity under certain conditions defined in the contracts.
The Metropolitan Government has agreed that if the State’s capacity requirements (which accounts for
39.84% of the total available capacity of steam and 28.25% of the total available capacity of chilled water) at
the serviced premises are reduced, the State may either (i) allocate such capacity to other premises owned by
the State, or (ii) request the Metropolitan Government to market the excess capacity to other customers,
provided the Metropolitan Government may market its own excess capacity first. In either event, the State is
obligated to continue paying its Energy Fee, and any revenues generated from the resale of such excess
capacity by the Metropolitan Government will be credited toward the State’s payment requirement. With
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respect to the Commercial Customer Contracts and the existing Additional Customer Contracts, however,
Customers are permitted to reduce their contract capacity with a corresponding reduction in the Energy Fee
payable to the Metropolitan Government if: (i) the Customer materially reduces its actual capacity
requirement due to an investment in energy efficiency, (ii) the Customer determines that the contract capacity
it has nominated exceeds its needs, and (iii) the Customer ceases operations at the premises for any reason
(unless existing premises are demolished and new premises are constructed within two years of such
cessation, in which case the new premises would be covered by the contract).

Additionally, all Initial Customers have the right, at their sole option, to terminate their respective
Customer Contracts at any time after the fifteenth contract year. With respect to the Initial Customers,
however, such termination can only be effected by paying to the Metropolitan Government an amount
sufficient to discharge the Customer’s pro rata portion of the capital costs of the facilities plus an amount
equal to the Customer’s pro rata portion of the operating costs of the New Facility for the remainder of the
term of the Initial Customer Contract. If the Metropolitan Government re-sells the capacity, the Metropolitan
Government is required to reimburse the Initial Customer for amounts paid by such Customer from proceeds
of such energy sales. See Appendix C-II — “Summary of Certain Provisions of the Customer Contracts”.

To offset potential losses of revenue from reductions in Customer capacity or from termination of
Customer Contracts, in addition to reselling the excess capacity, the Metropolitan Government has agreed in
the Metropolitan Customer Contract, subject to annual appropriation, to pay the Metro Funding Amount to
insure adequate revenues to pay operating expenses and outstanding debt service on Parity Obligations,
including the 2002 Series A Bonds. The Metropolitan Government has also covenanted in the General
Resolution to pay the Metro Funding Amount, subject to annual appropriation, for as long as any Parity
Obligations remain outstanding thereunder or pursuant thereto and to pay any deficiencies in the Debt Service
Fund and the Operating Reserve Fund. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2002 SERIES
A BONDS — Metropolitan Government Obligation to Purchase Energy and Pay Deficiencies in
Revenues” herein and Appendix B-I — “Summary of the General Resolution”.

New System Capacity and Operating Performance

The New Energy Generating Facility has been designed to produce 260,000 PPH of 150 PSIG
saturated steam and 23,400 tons of 42 degree Fahrenheit chilled water, with expected outputs of 250,714 PPH
and 26,000 tons of chilled water. Pursuant to the Management Contract, CES has guaranteed continuous
performance of the New Facility at the following standards:

Steam Mass Flow Rate

o At the Facility: 221,000 lb/hr at the main header of the boiler,
and Quality:

150.0 PSIG-saturated, nominal condition.

At the Delivery Points: 136,000 lb/hr system peak demand, 150.0

PSIG-saturated, nominal condition
Chilled Water: At the Facility: 43.3 degree F. nominal, in a capacity of

17,680 Tons, measured in accordance with
ARI standards at a plant temperature
differential of 14.0 degree F.

At the Delivery Points:  43.3 degree F., in a capacity of 17,503.2 Tons,
measured in accordance with ARI standards at
a plant temperature differential of 10.0 degree
F.
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Guaranteed Maximum Quantities (“Q,”):

For Steam Service For Chilled Water Service
Electricity 6.0 kwh/k-Ib sold 1.055 kwh/ton-hr
Natural Gas Note 1 decatherm/ k-1b sold N/A decatherm/ton-hr
Propane Note 2 decatherm/k-1b sold N/A gal/ton-hr
Water Note 3 gal/k-1b sold 5.25 gal/ton-hr (Note 4)
Notes:
1. 70% efficiency (HHV Basis), steam out at 150 PSIG, saturated, to fuel in with 60% condensate return
at 180 deg-F minimum.
2. 70% efficiency (HHV Basis), steam out at 150 PSIG, saturated, to fuel in with 60% condensate return
at 180 deg-F minimum.
3. (100% EGF steam output in lbs. less the percentage condensate return in Ibs. to the EGF) x 1.15.
4. Condenser water only; chilled water excluded.
Environmental: The New Energy Generating Facility will comply with all environmental

standards and applicable law.
Projected Operating Results; Projected Revenues and Expenses

Gershman, Brickner & Bratton, Inc. (“GBB”) has prepared the Project Feasibility Report with respect
to certain aspects of the System which is attached hereto as Appendix C. The Project Feasibility Report
contains projections of operating results of the System based on data from sources considered by GBB to be
reliable and on assumptions made by GBB concerning future events and circumstances which GBB believes
are significant to the projections. The achievement of any actual results may be affected by fluctuating
economic conditions and depends upon the occurrence of other future events that cannot be assured.
Therefore, the actual results achieved may vary from the forecasts, and such variations could be material.

The following table sets forth certain base case financial projections developed by GBB in connection
with the issuance of the 2002 Series A Bonds for the first 5 years of operation of the New Facility. The base
case projections assume sales based on Customer Contracts existing as of the date hereof and not on sales of
any remaining available capacity. For a discussion of forecasted revenue, assumptions, expenses and cash
flow and a more detailed exposition of projected operating results, see Appendix C — “Project Feasibility
Report.”

Forecast of Revenues and Expenses
Fiscal Year Ended

2005 2006 2007 2008 2009
Total Operating Revenues®” $13,812,485  $15,242,153 $15,607,326  $16,000,079  $16,383,671

Total Operating Expenses $10,627,791  $10,962,959 $11,314,491  $11,708,344  $12,091,623

Net Revenues $ 3,184,694 $ 4,279,194 § 4292835 $ 4,291,735 § 4,292,048
Total Debt Service® $ 3,184,694 $ 4,279,194 § 4292835 § 4,291,735 § 4,292,048
Net Revenue Available $ 0 $ 0 $ 0 S 0 S 0
Notes:

1. Total Operating Revenues include the Metro Funding Amount which, assuming sales based on contracts executed as

of the date hereof and not any sales of remaining available capacity, is projected to be $1,028,571, $1,669,938,
$1,704,868, $1,732,350 and $1,761,467, respectively, for fiscal years ended 2005 through 2009.

2. Debt service amounts have been pro-rated on a 12-month Fiscal Year basis and are net of any interest earnings and
capitalized interest payments.
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Based on the experience of GBB and the information made available to it and subject to the reliances
and assumptions in the Project Feasibility Report (which GBB believes to be reliable), GBB is of the opinion
that the revenues to be derived from operation of the System are projected to be adequate to pay all operating
expenses and provide a minimum debt service coverage on the 2002 Series A Bonds of at least 1.00 over the
term of the debt. See Appendix C — “Project Feasibility Report.”

No representation is made by the Metropolitan Government or the Underwriters as to the accuracy,
completeness or adequacy of the information set forth above or in the Project Feasiblity Report.

Operation and Management of the System

The Management Contract provides that on the Scheduled Service Commencement Date, CES will
assume all management and operation functions of the System. CES is obligated under the Management
Contract to operate and maintain the System, at its own expense, on a 24 hour per day, 7 day per week basis
(except for scheduled maintenance or due to Uncontrollable Circumstances), for a term commencing on the
Scheduled Service Commencement Date and ending on the 15th anniversary of the Service Commencement
Date, provided that the Metropolitan Government may extend the term by exercising, at its sole option, any of
one or more of three consecutive five year renewal options (the “Management Term”). As consideration for
the performance of its management obligations, CES will be paid the Management Fee discussed below.

General Responsibilities. CES is obligated to operate and maintain the System, in accordance with
the standards established in the Management Contract which include satisfaction of certain performance
guarantees described above. CES’s operation and maintenance responsibilities include: (i) maintaining the
System, (ii) installing, operating and maintaining metering interconnections of Customers with the Energy
Distribution System, (iii) installing and hydraulically and thermally balancing the Energy Distribution System
including extensions or modifications required to connect the Energy Distribution System to the New Energy
Generating Facilities, (iv) repairing and maintaining streets and sidewalks, public rights of way, utilities, or
other property damaged by the operation and maintenance of the Facility or Energy Distribution System, and
(v) maintaining maintenance and operation records and providing operating reports. CES is also obligated to
perform the obligations undertaken by the Metropolitan Government pursuant to the Customer Contracts,
including billing, collection, metering services and customer service. CES shall be obligated to pay for any
amounts owed by the Metropolitan Government under the Customer Contracts on account of service
interruptions for causes other than Uncontrollable Circumstances. In addition, CES is required to perform
certain marketing and sales services in order to assist the Metropolitan Government in selling energy
generated by the System.

Maintenance and Repair. Throughout the Management Term, all repairs and replacements, including
major maintenance, repairs and replacements, and upgrading or replacing obsolete equipment, machinery,
facilities, structures and improvements constituting the System, whether of an operating or capital nature, will
be the responsibility of CES. At the end of the Management Term, CES is required to return the System to
the Metropolitan Government in a well-maintained, functional condition, without need for overhauls.

CES’s cost to provide maintenance and repair of the Energy Distribution System will be a pass
through cost. $150,000 per year, plus applicable escalation as provided in the Management Contract, will be
budgeted for deposit in the EDS Repair and Improvement Account of the Operating Fund to be used for
repairs and maintenance of the Energy Distribution System. Such $150,000, subject to annual escalation, is
included in the Energy Fees charged to all Initial Customers except the State. In addition, Initial Customers
who are Commercial Customers will pay on an annual basis their pro rata share of $59,900, subject to annual
escalation, which shall also be used for repairs and maintenance of the Energy Distribution System. Any
costs of repairs and maintenance of the Energy Distribution in a contract year in excess of the $150,000 and
the $59,900 (in each case subject to annual escalation) will be borne by the Metropolitan Government.
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Fuel Purchase. As part of its management and operation responsibilities, CES is responsible for
arranging for the provision of 100% of the required supply of (i) natural gas and electricity for use at the New
Energy Generating Facilities, and (ii) propane to be used in the event natural gas is unavailable or
uneconomical, pursuant to the Fuel Purchase Contract. CES is required to arrange for the purchase the fuels
on behalf of the Metropolitan Government, who is required to pay each approved invoice submitted by CES
and, to the extent such invoice is submitted in a timely manner, any late fees and charges for invoices paid
late. CES is not entitled to any additional compensation for its services under the Fuel Purchase Contract and
the only consideration for its obligations thereunder is the Management Fee payable to CES under the
Management Contract (see below). Neither the Metropolitan Government nor CES is entitled to any special
damages in the event of a breach or termination of the Fuel Purchase Contract.

The Management Fee. The Management Contract requires CES to perform all operation and
management functions for a Management Fee payable in monthly installments. The Management Fee is
comprised of a fixed operation and maintenance component (which includes $150,000 allowance each year
for repairs and upgrades to the Energy Distribution System), pass through costs (equal to the costs of water
and sewerage, chemical usage for water treatment at the Energy Generating Facility, engineering costs,
Energy Distribution System repair costs distributed as described above under the heading “Maintenance and
Repair”, and insurance premiums for all-risk insurance and business interruption insurance), Uncontrollable
Circumstance cost savings, marketing payments (to pay for marketing excess capacity to new DES
customers), and a fuel efficiency adjustment.

For a complete discussion of CES’s operation and maintenance responsibilities under the
Management Contract, see Appendix B-II attached hereto.

INVESTMENT CONSIDERATIONS

The following is a list of possible risks associated with the purchase of the 2002 Series A Bonds. The
discussion of risks set forth below is not intended to be definitive, but rather is intended to summarize certain
matters that could adversely affect the ability of the Metropolitan Government to make payments of debt
service on the 2002 Series A Bonds or otherwise affect the 2002 Series A Bonds. Prospective purchasers of
the 2002 Series A Bonds are urged to read this Official Statement, including all appendices, in its entirety.

Nature of the Metropolitan Government’s Obligations; Adequacy of Revenues

The 2002 Series A Bonds are limited obligations of the Metropolitan Government, payable solely
from the moneys, funds, accounts and other security pledged under the General Resolution and any moneys,
funds and accounts pledged pursuant to the terms of any Parity Obligation Agreement. There is no recourse
to the general fund or any other revenues or property of the Metropolitan Government for payment of the
2002 Series A Bonds to the holders thereof and no representation or assurance can be given that the
Metropolitan Government will generate sufficient Revenues to make such payments. The management of the
System, regulatory actions, economic conditions, changes in demand for cooling and heating services, or
other factors could adversely affect the Metropolitan Government’s ability to make payments on the 2002
Series A Bonds.

Dependence on Delivery of and Payment for Heating and Cooling Service

As discussed more fully herein, the payment of the 2002 Series A Bonds is dependent upon CES
providing, and the Metropolitan Government paying for the delivery of, heating and cooling services to
Customers pursuant to the Management Contract. The failure of CES to provide such service to Customers or
otherwise comply with the provisions of the Management Contract, or the failure of the Metropolitan
Government to pay the Management Fee as consideration for CES’s delivery of such service, or the
bankruptcy of either CES or the Metropolitan Government, could delay or result in the nonpayment of debt
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service on the 2002 Series A Bonds. In particular, CES is relying on the receipt of the Management Fee for
its continued ability to provide heating and cooling services to Customers under the Management Contract.
The Metropolitan Government, in turn, is relying on the delivery of such services to its Customers in order to
generate revenues to pay for such delivery and to make payments of principal, premium, if any, of and interest
on the 2002 Series A Bonds.

The requirement of the Metropolitan Government to continue to pay the Management Fee is
conditioned upon the receipt of service in accordance with the terms of the Management Contract. In the
event CES materially defaults in providing heating and cooling service, upon the terms and conditions, in the
manner and to the extent provided for under the Management Contract, the Metropolitan Government may
terminate the Management Contract without liability. In the event that the Management Contract is
terminated as a result of CES’s failure to perform thereunder, CES is required to pay damages to the
Metropolitan Government, including amounts sufficient to cover the costs of providing alternative energy to
Customers and costs associated with procuring, negotiating and implementing an agreement with a
replacement operator. There can be no assurance that an alternative source of energy will be readily available
to fulfill Customer’s needs.

The Parent Guaranty a Limited Obligation

CEG’s Guaranty is a guaranty of certain payment obligations of CES for its failure to perform upon
the terms and conditions, in the manner and to the extent provided for under the Management Contract, and is
not a guaranty of the 2002 Series A Bonds, nor does it require CEG to make any contribution to CES to
enable it to provide services under the Management Contract. Additionally, CEG’s obligations are limited as
to amounts required to be paid by it and may not fully compensate the Metropolitan Government for the
damages the Metropolitan Government may incur as a result of CES’s failure to perform as required under the
Management Contract. CEG’s obligations are further limited by a fifteen year term to the Guaranty.

Bankruptcy of CES and the Parent

It is an “Event of Default” under the Management Contract, permitting the Metropolitan Government
to terminate the Management Contract, if (i) either CES or the Parent become insolvent as determined by the
Federal Bankruptcy Code (the “Bankruptcy Code™); (ii) either CES or the Parent files a petition for voluntary
bankruptcy or reorganization under the Bankruptcy Code or consents to such a petition; (iii) a court of
competent jurisdiction issues an order appointing a receiver, liquidator, custodian or trustee of CES or the
Parent which is not discharged within 90 days after issuance; or (iv) a petition to reorganize CES or the Parent
is filed pursuant to the Bankruptcy Code and is not dismissed within 90 days following such filing.

In the event that the Metropolitan Government terminates the Management Contract for any of the
above reasons, the Metropolitan Government shall have the right to pursue an action for actual damages and
to exercise all remedies available to it under the law, the Management Contract, the Guaranty and any other
security instruments. The damage payable to the Metropolitan Government shall include, but not be limited
to the costs of (i) making repairs and replacements to the System, (ii) completing Construction Work, (iii)
remediating any safety problems, and (iv) paying unpaid fines and penalties to any Governmental Body, in
each case resulting from any breach of the Management Agreement. In addition, the CES must pay the
Metropolitan Government all reasonable costs incurred by the Metropolitan Government in procuring,
negotiating and implementing a new service agreement with a replacement operator, if any. CES must also
cease performing under the Management Contract on the date specified by the Metropolitan Government and
provide the Metropolitan Government with certain deliverables and assistance in order to aid in the transition
and to minimize costs to the Metropolitan Government. The Metropolitan Government, or a successor
operator, may extend offers of employment to any full-time employees of CES employed at the System. For
the 60 days following such termination, CES must aid the Metropolitan Government in the smooth transition
of management. There can be no assurance that funds will be available to pay any or all of such damages in
bankruptcy.
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Financial Status and Performance of Commercial Customers

The Metropolitan Government has entered into Customer Contracts with 13 Commercial Customers,
which contracts in the aggregate presently account for 25% of the revenues projected to be generated from the
sale of energy from the System. The Metropolitan Government’s ability to meet its debt service obligations
with respect to the 2002 Series A Bonds and its payment obligations to CES under the Management Contract
will be dependent in part on the continued payment of Energy Fees by the Commercial Customers under the
Commercial Customer Contracts. There are, however, no credit qualifications required of Commercial
Customers as a prerequisite to entering into or receiving energy services under the Commercial Customer
Contracts. Therefore, no assurance can be given that any one or more Commercial Customers have, or will
continue to have, the financial ability to pay the Energy Fees pursuant to their respective contracts. Under the
terms of the Commercial Customer Contracts, the Metropolitan Government may terminate delivery of
service to a Commercial Customer for failure to pay the Energy Fees. No single Commercial Customer
represents more than 5.0% of total revenues expected to be generated by the System.

Metropolitan Government Customer Contract with the Metropolitan Government

Pursuant to the Metropolitan Government Customer Contract the Metropolitan Government has
committed itself to the purchase of steam and chilled water representing 29.0% of the total available System
capacity of steam and 33.0% of the total available System capacity of chilled water for which the
Metropolitan is obligated to pay an Energy Fee. Additionally, under the Metropolitan Government Customer
Contract, the Metropolitan Government is obligated, subject to annual appropriation, to pay the Metro
Funding Amount which is equal to any shortfall in revenues to pay debt service and operating expenses. The
validity and enforceability of a contract of the Metropolitan Government with itself has not yet been tested
under State law and no opinions or assurances are given that such a contract will be upheld if challenged.
However, the Metropolitan Government has independently covenanted in the General Resolution, for the
benefit of the holders of the 2002 Series A Bonds, to purchase its energy requirements for the Metropolitan
Government Premises at the rates established in the Metropolitan Government Customer Contract and,
subject to annual appropriation, to pay for such energy as well as the Metro Funding Amount and any
amounts necessary to maintain certain reserve accounts at their required balances.

Payment Obligations of the Metropolitan Government Subject to Annual Appropriation

The obligation of the Metropolitan Government to pay (i) its Energy Fee for services delivered to it
by the System, (ii) the Metro Funding Amount, and (iii) amounts necessary to replenish the Debt Service
Reserve Fund and the Operating Reserve Fund to their required levels, is subject to and dependent upon
annual appropriations by the Metropolitan County Council. There can be no assurance that the Council will
make such appropriations. See “SECURITY AND SOURCES OF PAYMENT FOR THE 2002 SERIES A BONDS”
— Metropolitan Government Obligation to Purchase Energy and Pay Deficiencies in Revenues” and
“METROPOLITAN GOVERNMENT BUDGET AND APPROPRIATION SYSTEM” herein for a discussion of the
Metropolitan Government’s obligations and the appropriation process. The Metropolitan Government has
been appropriating and contributing funds for the support of the System since the System became operational
in 1974,

Payment Obligations of the State Subject to Annual Appropriation

The State’s obligations to make payments to the Metropolitan Government under the State Customer
Contract is subject to and dependent upon annual appropriations by the State General Assembly, allotment by
State officials and the State Customer Contract being in effect. The State’s obligation shall not constitute a
moral or general obligation or a debt of the State within the meaning of any constitutional or statutory
provision. The State is not obligated to make appropriations to satisfy the State’s obligation to make such
payments and there can be no assurance that the State General Assembly will make any such appropriation.
Upon annual appropriation and allotment of monies to the Metropolitan Government in the amount due and

35



payable during a fiscal year under the State Customer Contract, the State will be under a contractual
obligation to make such payments to the Metropolitan Government during that fiscal year.

Under State case law (see Cunningham et al. V. Broadbank, 177 Tenn. 202, 147 S.W. 2d-408 (1941)),
it has been held that the Constitution of the State does not impose any restraint on the State General Assembly
affecting contracts between the State and its political subdivisions (of which the Metropolitan Government is
one) with respect to governmental purposes and objectives and such contracts are not binding and enforceable
against the State by such political subdivisions.

Market for Excess Energy Capacity

The ability of the Metropolitan Government to make payments of principal, redemption premium, if
any of, and interest on the 2002 Series A Bonds, is in part dependent upon the Metropolitan Government’s
ability to generate sufficient revenues from the sale of steam and chilled water generated by the System. At
present, the Metropolitan Government has entered into Customer Contracts for the sale of approximately
90.22% of the projected steam output and 86.80% of the projected chilled water output at the System.
Furthermore, pursuant to the Commercial Customer Contracts, Commercial Customers may reduce the
capacity of steam and chilled water purchased from the Metropolitan Government with corresponding
reductions in the Energy Fees payable to the Metropolitan Government. There can be no assurance that the
Metropolitan Government with CES will successfully sell existing or future excess capacity of steam and
chilled water generated by the System and thereby generate revenues sufficient to make debt service
payments on the 2002 Series A Bonds.

The Metropolitan Government has instituted a marketing plan and believes there is a market for any
excess capacity of steam and chilled water. In the event that the Metropolitan Government is at any time
unable to sell such excess capacity, the Metropolitan Government believes it has sufficient additional
Metropolitan Government owned buildings which can absorb all or a significant portion of the excess
capacity of steam and chilled water generated by the System. Furthermore, as discussed above, the
Metropolitan Government has agreed in the Metropolitan Government Contract and covenanted in the
General Resolution, subject to annual appropriation, to pay any deficiencies in revenues to insure payment of
debt service on the 2002 Series A Bonds.

Enforceability of Remedies

The realization of any rights upon default of: the Metropolitan Government under the Indenture, CES
under the Management Contract or the Parent under the Guaranty, will depend on the exercise of various
remedies specified in the respective agreements. Certain remedies may require judicial action which is often
subject to discretion and delay. Under existing constitutional and statutory laws and judicial decisions,
including specifically the federal Bankruptcy Code, a particular remedy specified by the agreement in
question may not be readily available or, if available, may be limited or subject to substantial delay. The
various legal opinions to be delivered concurrently with the issuance and delivery of the 2002 Series A Bonds
will be qualified as to the enforceability of the various legal instruments by limitations imposed by principles
of equity, considerations of public policy, and by bankruptcy, reorganization, insolvency, moratorium and
similar laws affecting the rights of creditors generally.

Event of Taxability

If the Metropolitan Government does not comply with certain covenants and provisions set forth in its
Tax Certificate delivered upon the issuance of the 2002 Series A Bond, or if certain statements of intention
and representations of the Metropolitan Government contained in its Tax Certificate are materially inaccurate,
the interest payable on the 2002 Series A Bonds may become subject to federal income taxation retroactive to
the date of issuance of the 2002 Series A Bonds, regardless of the date on which such noncompliance or
inaccuracy is ascertained. In the event that interest on the 2002 Series A Bonds should become subject to
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federal income taxation, the General Resolution does not provide for redemption of the 2002 Series A Bonds
or acceleration of debt service.

Yield Considerations

The 2002 Series A Bonds are subject to redemption or acceleration prior to maturity in certain
circumstances. See “THE 2002 SERIES A BONDS — REDEMPTION PROVISIONS” herein and Appendix B-I -
“Summary of Certain Provisions of the General Resolution”. Bondowners may not realize their
anticipated yield or investment to maturity because the 2002 Series A Bonds may be redeemed or accelerated
prior to maturity at par or at a redemption price that results in the realization of less than the anticipated yield
to maturity.

Additional Parity Obligations

The General Resolution permits the Metropolitan Government, upon satisfaction of certain conditions
set forth therein, to issue or execute and deliver other Parity Obligations secured on a parity with the 2002
Series A Bonds. Accordingly, revenues pledged for the payment of the 2002 Series A Bonds may be diluted
on a pro rata basis upon the issuance of other Parity Obligations.

PROJECT FEASIBILITY REPORT

GBB has prepared the Project Feasiblity Report dated September 18, 2002, and has consented to its
inclusion as Appendix C to this Official Statement. The Project Feasiblity Report should be read in its
entirety by all investors for information with respect to the System and the related subjects discussed therein.
The Project Feasiblity Report has been included in this Official Statement in reliance upon the conclusions
therein of GBB and upon such firm’s experience in preparing independent reports. GBB is not a licensed
engineering firm and, where appropriate, has relied on Gresham Smith and Partners (“GS&P”), engineers
licensed in the State of Tennessee, for engineering conclusion included in the report.

GS&P was retained by the Metropolitan Government to assist in the development of the new System
and as part of that process, GS&P retained GBB as a subcontractor. Also, a principle of GBB was retained by
the Metropolitan Government to act as project manager during System development, pre-construction,
construction and the initial years of operation of the New Facility. GBB believes that its involvement in the
development process and employment as project manager has not influenced its objectivity in preparing the
Project Feasiblity Report or in reaching any conclusions stated therein.

Set forth below are several of the key opinions reached by GBB in the preparation of the Project
Feasibility Report:

. The Fixed Construction Price is reasonable when compared to construction costs for similar
facilities of similar size.

. The period of 610 days is a reasonable period of time for CES to achieve the Scheduled
Service Commencement Date.

. The Construction Period performance guarantees of CES are reasonable, and CES can be
expected to achieve Acceptance at the guaranteed performance levels.

. The amount available under the Parent Guaranty to support the Construction Period
obligations of CES are reasonably sufficient to pay damages to which CES may become
subject during the Construction Period under most foreseeable circumstances.

. The Acceptance tests are a reasonable and adequate test of whether the Project can perform
reliably at the guaranteed levels.
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The New Facility, as proposed and designed by CES, has adequate capacity to satisfy CES
performance obligations under the Management Contract.

The New Facility, if operated and maintained in accordance with general utility operating
practice, will have a useful life greater beyond the final maturity date of the term of the 2002
Series A Bonds.

The New Facility has sufficient redundancy to provide service without interruption during the
term of the 2002 Series A Bonds assuming operated and maintained according to generally
accepted utilities standards.

The Management Fee of CES is reasonable for operating similar facilities of similar size.
CES can operate and maintain the New Facility, and replace equipment as may be necessary,
during the term of the Management Contract at costs within the fixed Management Fee.

The Management Period performance guarantees of CES are reasonable and CES can be
expected to operate the New Facility at least at the guaranteed performance levels.

The amount available under the Parent Guaranty to support the Management Period
obligations of CES are reasonably sufficient to pay damages to which CES may become
subject during the operating period under most foreseeable circumstances.

The proposed energy charge to Customers is expected to be significantly below projected
market rates and below what it would cost Customers to install their own energy systems.

Based on projected System costs, it is reasonable to assume that CES and the Metropolitan
Government will be successful in marketing any uncommitted capacity of the System within
two (2) years following the Service Commencement Date.

If the initial unused capacity is sold and used, assuming the Metropolitan Government pays
the same price for energy as Commercial Customers, it is expected that System revenues will
be sufficient to pay all System expenses, without the Metropolitan Government having pay
the Metro Funding Amount, starting in Fiscal Year 2010.”

THE METROPOLITAN GOVERNMENT

The Yearly Information Statement of the Metropolitan Government dated as of June 30, 2001 is
attached hereto as Appendix D-I and the audited financial statements of the Metropolitan Government for the
fiscal year ended June 30, 2001 are attached hereto as Appendix D-I1.

CONSTELLATION ENERGY SOURCE, INC. AND CONSTELLATION ENERGY GROUP

CES, a Delaware Corporation, is an indirect subsidiary of Constellation Energy Group, a corporation
organized and existing under the laws of the State of Maryland. CEG was created in 1999 as a holding
company overseeing a group of competitive energy businesses, including regulated and non-regulated
businesses, focused mostly on power marketing and merchant generation in North America and retail energy
businesses focused primarily in the Mid-Atlantic region.

The base case projections set forth under the heading “THE SYSTEM AND ITS OPERATIONS - Projected Operating Results;
Projected Revenues and Expenses” above in this Official Statement assume no sales of the unused System available capacity.
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The CEG companies have been providing energy services for customers in the commercial, industrial,
institutional, and government markets since 1985, and currently own and operate 37 energy plants across the
United States. CEG is a public company with common stock traded on the New York, Chicago and Pacific
Stock exchanges. CEG’s power marketing and merchant generation business include Constellation Power
Source and Constellation Nuclear and CEG’s retail energy businesses include Baltimore Gas & Electric
(BGE) founded in 1816, CES and BGE Home, which operates Commercial Building Systems. CEG entered
the district chilled water business through Comfort Link in July 1996 with the operation of the Baltimore
Convention Center Chiller Station, the first of three new facilities built in the last five years.

CES’s origins date back to 1983 with the incorporation of Baltimore Biogas, Inc. Originally CES
provided wholesale natural gas trading and retail marketing for industrial and commercial customers. With
the advent of deregulation in Pennsylvania, CES provided retail marketing of electricity. CES staff have been
involved in the development of many district energy plants including those in Chicago, Boston, New Orleans
and Baltimore.

CEQG is subject to the informational requirements of the Federal Securities and Exchange Act of 1934
and must file reports and other information with the Securities and Exchange Commission (the
“Commission”) pursuant thereto. CEG’s annual reports on form 10-K for the year ended December 31, 2001
and all subsequent periodic reports filed by CEG through the date of this Official Statement are on file with
the Commission. Without any representation as to the accuracy thereof, potential investors are directed to
consult and review the information and reports regarding CEG, including, without limitation, those on file
with the Commission. Such information and reports are not incorporated by reference in this Official
Statement.

THE STATE OF TENNESSEE

Economic and statistical information about the State of Tennessee is attached hereto as Appendix E-1
and information of the State’s appropriation and allotment procedures are attached as Appendix E-II.
Information regarding the State’s Comprehensive Annual Financial Report, including the audited General
Purpose Statements, audited for the fiscal year ended June 30, 2001 is attached hereto as Appendix E-III.

RATINGS

Standard and Poor’s Ratings Services, a division of The McGraw Hill Companies, Inc. (“S&P”),
Moody’s Investors Service (“Moody’s”) and Fitch Ratings (“Fitch”) have assigned ratings to the 2002 Series
A Bonds of “AAA”, “Aaa” and “AAA”, respectively, with the understanding that upon delivery of the 2002
Series A Bonds, the Financial Guaranty Insurance Policy will be issued by Ambac Assurance. Without
insurance, S&P, Moody’s and Fitch have assigned ratings to the 2002 Series A Bonds of “AA-", “Aa3” and
“AA”, respectively (the “Underlying Ratings”). Such ratings reflect only the views of S&P, Moody’s and
Fitch, respectively, and any explanation of the significance of such ratings may only be obtained from S&P,
Moody’s and Fitch. There is no assurance that any of such ratings will remain in effect for any given period
of time or that the ratings will not be lowered, suspended or withdrawn entirely by S&P, Moody’s or Fitch, as
the case may be, if, in its judgment, circumstances so warrant, any such lowering, suspension or withdrawal
of any rating might have an adverse effect on the market price or marketability of the 2002 Series A Bonds.

TAX MATTERS
Federal Income Taxes
The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements which

must be met subsequent to delivery of the 2002 Series A Bonds in order that interest on the 2002 Series A
Bonds be excluded from gross income of the owners thereof for federal income tax purposes. A Metropolitan
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Government Tax Certificate, which will be delivered concurrently with the delivery of the 2002 Series A
Bonds, will contain representations, covenants and procedures relating to compliance with such requirements
of the Code.

In the opinion of Bond Counsel, under existing statutes and court decisions, interest on the 2002
Series A Bonds is excluded from gross income of the owners thereof for federal income tax purposes pursuant
to Section 103 of the Code, and under the Code, such interest is not treated as a preference item in calculating
the alternative minimum tax imposed on individuals and corporations; such interest, however, is includable in
the adjusted earnings of certain corporations for purposes of calculating the alternative minimum tax imposed
with respect to such corporations. In rendering the foregoing opinions, Bond Counsel has relied on certain
representations, certifications of fact, and statements of reasonable expectations made by the Metropolitan
Government in connection with the 2002 Series A Bonds, and has assumed compliance by the Metropolitan
Government with certain ongoing covenants to comply with applicable requirements of the code to assure the
exclusion of interest on the 2002 Series A Bonds from gross income under Section 103 of the code. Under
the Code, noncompliance with such requirements may cause the interest on the 2002 Series A Bonds to be
included in gross income for federal income tax purposes retroactive to the date of issuance thereof,
irrespective of the date on which such noncompliance occurs or is discovered.

State Taxes

In the opinion of Bond Counsel, under the existing laws of the State, the 2002 Series A Bonds and the
interest thereon are free from taxation by the State or any county, municipality or taxing district of the State,
except for inheritance, transfer and estate taxes and except to the extent such interest may be included within
the measure of privilege taxes imposed pursuant to the laws of the State. Owners of the 2002 Series A Bonds
should consult their tax advisors with respect to other applicable state and local tax consequences of
ownership of the 2002 Series A Bonds and the disposition thereof.

Original Issue Discount

The initial public offering price of certain of the 2002 Series A Bonds is less than the amount payable
on the 2002 Series A Bonds at maturity. The excess of the amount payable at maturity over the initial public
offering price at which these 2002 Series A Bonds are sold constitutes original issue discount. The prices set
forth on the front cover page of the Official Statement may or may not reflect the prices at which a substantial
amount of the 2002 Series A Bonds were ultimately sold to the public.

The discussion in this paragraph applies to those 2002 Series A Bonds that may have original issue
discount. Under Section 1288 of the Code, the amount of original issue discount treated as having accrued
with respect to any bond during each day it is owned by a taxpayer is added to the cost basis of such owner
for purposes of determining gain or loss upon the sale or other disposition of such bond by such owner.
Accrued original issue discount on a bond is excluded from gross income of the owners thereof for federal
income tax purposes. Original issue discount on any bond is treated as accruing on the basis of economic
accrual for such purposes, computed by a constant semiannual compounding method using the yield to
maturity on such bond. The original issue discount attributable to any bond for any particular semiannual
period is equal to the excess of the product of (i) one-half of the yield to maturity of such bond and (ii) the
amount which would be the adjusted basis of the bond at the beginning of such semiannual period if held by
the original owner and purchased by such owner at the initial public offering price, over the interest payable
on such bond during such period. The amount so treated as accruing during each semiannual period is
apportioned in equal amounts among the days in that period to determine the amount of original issue
discount accruing for such purposes during each such day. Owners of the 2002 Series A Bonds should
consult their tax advisors with respect to the federal and state income tax consequences of the disposition of
2002 Series A Bonds.
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Original Issue Premium

The initial public offering price of certain of the 2002 Series A Bonds is greater than the amount
payable on the 2002 Series A Bonds at maturity. The excess of the initial public offering price at which these
2002 Series A Bonds are sold over the amount payable thereon at maturity constitutes original issue premium.
The prices set forth on the front cover page of the Official Statement may or may not reflect the prices at
which a substantial amount of the 2002 Series A Bonds were ultimately sold to the public.

The discussion in this paragraph applies to those 2002 Series A Bonds that may have original issue
premium. Under Sections 1016 and 171 of the Code, the amount of original issue premium treated as having
amortized with respect to any bond during each day it is owned by a taxpayer is subtracted from the cost basis
of such owner for purposes of determining gain or loss upon the sale or other disposition of such bond by
such owner. Amortized original issue premium on a bond is not allowed as a deduction from gross income
for federal income tax purposes. Original issue premium on any bond is treated as amortizing on the basis of
the taxpayer’s yield to maturity on such bond using the taxpayer’s cost basis and a constant semiannual
compounding method. As a consequence of the resulting cost basis reduction, under certain circumstances an
owner of a bond acquired with original issue premium may realize a taxable gain upon disposition thereof
even though it is sold or redeemed for an amount equal to or less than such owner’s original cost of acquiring
the bond. Owners of the 2002 Series A Bonds should consult their tax advisors with respect to the federal and
state income tax consequences of the disposition of 2002 Series A Bonds.

Certain Federal Tax Information

General. The following is a discussion of certain federal income tax matters under existing statutes.
It does not purport to deal with all aspects of federal taxation that may be relevant to particular investors.
Prospective investors, particularly those who may be subject to special rules, are advised to consult their own
tax advisors regarding the federal tax consequences of owning and disposing of the 2002 Series A Bonds, as
well as any tax consequences arising under the laws of any state or other taxing jurisdiction.

Social Security and Railroad Retirement Payments. The Code provides that interest on tax-exempt
obligations is included in the calculation of modified adjusted gross income in determining whether a portion
of Social Security or railroad retirement benefits received are to be included in taxable income.

Branch Profits Tax. The Code provides that interest on tax-exempt obligations is included in
effectively connected earnings and profits for purposes of computing the branch profits tax on certain foreign
corporations doing business in the United States.

Borrower Funds. The Code provides that interest paid (or deemed paid) on borrowed funds used
during a tax year to purchase or carry tax-exempt obligations is not deductible. In addition, under rules used
by the Internal Revenue Service for determining when borrowed funds are considered used for the purpose of
purchasing or carrying particular assets, the purchase of obligations may be considered to have been made
with borrowed funds even though the borrowed funds are not directly traceable to the purchase of such
obligations.

Property and Casualty Insurance Companies. The Code contains provisions relating to property and
casualty insurance companies whereunder the amount of certain loss deductions otherwise allowed is reduced
(in certain cases below zero) by a specified percentage of, among other things, interest on tax-exempt
obligations acquired after August 7, 1986.

Financial Institutions. The Code provides that commercial banks, thrift institutions and other
financial institutions may not deduct the portion of their interest expenses allocable to tax-exempt obligations
acquired after August 7, 1986, other than certain “qualified” obligations. The 2002 Series A Bonds are not
“qualified” obligations for this purpose.
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S Corporations. The Code imposes a tax on excess net passive income of certain S corporations that
have accumulated earnings and profits. Interest on tax-exempt obligations must be included in passive
investment income for purposes of this tax.

Earned Income Credit. For any taxable year beginning after December 31, 1995, the Code denies
the earned income credit to an individual otherwise eligible for it if the aggregate amount of disqualified
income of the taxpayer for the taxable year exceeds $2,200 (subject to adjustment for inflation). Interest on
the 2002 Series A Bonds will constitute disqualified income for this purpose.

Changes in Federal Tax Law. From time to time proposals are introduced in Congress that, if
enacted into law, could have an adverse impact on the potential benefits of the exclusion from gross income
for federal income tax purposes of the interest on the 2002 Series A Bonds, and thus on the economic value of
the 2002 Series A Bonds. This could result from reductions in federal income tax rates, changes in the
structure of the federal income tax rates, changes in the structure of the federal income tax or its replacement
with another type of tax, repeal of the exclusion of the interest on the 2002 Series A Bonds from gross income
for such purposes, or otherwise. It is not possible to predict whether any legislation having an adverse impact
on the tax treatment of holders of the 2002 Series A Bonds may be proposed or enacted.

CONTINUING DISCLOSURE

The Metropolitan Government will enter into a Continuing Disclosure Certificate for the benefit of
the Beneficial Owners of the 2002 Series A Bonds, substantially in the form attached as Appendix F to this
Official Statement (the “Continuing Disclosure Certificate”), to provide or cause to be provided, in
accordance with the requirements of SEC Rule 15¢2-12, (i) certain annual financial information, and (ii)
timely notice of the occurrence of certain material events with respect to the 2002 Series A Bonds. Pursuant
to the Continuing Disclosure Certificate, the Metropolitan Government is obligated to provide certain annual
financial information of the State and the Parent and has obtained undertakings from the State and the Parent
with respect to the provisions of such information Any failure by the Metropolitan Government to perform its
obligations under the Continuing Disclosure Certificate shall not constitute an Event of Default under the
Resolution or the 2002 Series A Bonds; rather, the right to enforce the provisions of the Continuing
Disclosure Certificate is limited to the right to compel performance. The Underwriters’ obligation to
purchase the 2002 Series A Bonds shall be conditioned upon their receiving, at or prior to the delivery of the
2002 Series A Bonds, an executed copy of the Continuing Disclosure Certificate.

The Metropolitan Government has not failed to comply in any material respect with any previous
undertaking in a written contract or agreement specified in SEC Rule 15¢2-12(b)(5).

UNDERWRITING

The Underwriters have agreed, subject to certain conditions precedent, to purchase all but not less
than all of the 2002 Series A Bonds at an aggregate purchase price of $68,699,167.55 (representing the
aggregate principal amount of the 2002 Series A Bonds plus net original premium of $2,386,748 and less an
Underwriters’ discount of $387,580.45) The initial public offering prices set forth on the inside cover page of
this Official Statement and concessions in transactions with securities dealers may be changed by the
Underwriters. The Underwriters may offer and sell the 2002 Series A Bonds to certain dealers and others at
prices lower than the initial public offering prices.
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ABSENCE OF LITIGATION

As of the date of this Official Statement, there is no controversy or litigation of any nature now
pending or threatened restraining or enjoining the issuance, sale, execution or delivery of the 2002 Series A
Bonds or in any way contesting or affecting the validity of the 2002 Series A Bonds or any proceedings of the
Metropolitan Government taken with respect to the issuance or sale thereof, the pledge or application of any
moneys or security provided for the payments of the 2002 Series A Bonds, or the existence or powers of the
Metropolitan Government insofar as they relate to the authorization, sale and issuance of the 2002 Series A
Bonds or such pledge or application of moneys and security.

APPROVAL OF CERTAIN LEGAL MATTERS

All legal matters incident to the authorization, issuance and sale of the 2002 Series A Bonds are
subject to the approval of Hawkins, Delafield & Wood, New York, New York, Bond Counsel to the
Metropolitan Government, whose approving opinion in substantially the form attached to this Official
Statement as Appendix G will be delivered upon the issuance of the 2002 Series A Bonds. Certain legal
matters will be passed upon for the Underwriters by their counsel, Bass, Berry & Sims, PLC, Nashville,
Tennessee. Certain other legal matters will be passed upon for CES, the Parent and the Metropolitan
Government by their respective counsel.

FINANCIAL ADVISOR

This Official Statement has been prepared under the direction of the Metropolitan Government and
with the assistance of Public Financial Management, Inc., Memphis, Tennessee (“PFM”), employed by the
Metropolitan Government to perform professional services in the capacity of financial advisor. In their role
as financial advisor, PFM has provided advice on the plan of financing and structure of the issue, reviewed
and commented on certain legal documents, drafted certain portions of the Official Statement based upon
information provided by the Metropolitan Government and reviewed the pricing of the 2002 Series A Bonds
by the Underwriter thereof. The information set forth herein has been obtained from the Metropolitan
Government and other sources which are believed to be reliable. PFM has not verified the factual information
contained in the Official Statement but relied on the information supplied by the Metropolitan Government
and the Metropolitan Government’s certificate as to the Official Statement.
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ADDITIONAL INFORMATION

This Official Statement is submitted only in connection with the sale of the 2002 Series A Bonds and
may not be reproduced or used in whole or in part for any other purpose. Statements in this Official
Statement involving matters of opinion or estimates, whether or not expressly stated, are intended as such and
not as representations of fact. This Official Statement is not to be construed as a contract or agreement
between the Metropolitan Government and the purchasers or holders of any of the 2002 Series A Bonds.

THE METROPOLITAN GOVERNMENT OF NASHVILLE
AND DAVIDSON COUNTY (TENNESSEE)

By: /s/ Bill Purcell
Metropolitan County Mayor

By: /s/ David L. Manning
Director of Finance
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APPENDIX A
DEFINITIONS
The following terms used in this Official Statement have the following meanings.

“Acceptance” means approval by Metro that (1) the Contractor has successfully performed the
Acceptance Tests and achieved the full Acceptance Standards (or otherwise complied with the conditions for
Acceptance set forth in the Management Contract), and (2) the Facility has been built in accordance with the
Design Requirements, al in accordance the Management Contract

“ Acceptance Date” means the date on which Acceptance of the Facility occurs or is deemed to have
occurred.

“ Acceptance Date Conditions’ means the conditions that must be satisfied for the Acceptance Date
to occur as set forth in the Management Contract

“Acceptance Standards’ means those standards for achieving Acceptance as set forth in the
Management Contract.

“ Acceptance Tests’ means the tests for Acceptance set forth in the Management Contract.

“Accountant” means any independent certified public accountant or firm of accountants of
recognized standing designated by the Metropolitan Government from time to time to perform the duties of the
Accountant hereunder, or an employee of the Metropolitan Government who is designated by an Authorized
Officer of the Metropolitan Government as the officia or employee responsible for the accounting functions of
the System.

“Accreted Value’ means, with respect to any Capital Appreciation Obligation, the principal amount
thereof plus the interest accrued on or with respect thereto from its delivery date to the date of calculation,
compounded at the approximate interest rate thereof on each date specified therein, determined in accordance
with provisions thereof and the related Parity Obligation Agreement.

“Accrued Interest” means, for any calendar month, the amount of interest which has accrued or will
accrue on Parity Obligations during that month, less any interest which accrues during such period but for
which a separate fund has been established and into which have been deposited moneys or Investment
Securities which, with the earnings thereon, will be sufficient to pay such interest and which fund is
irrevocably pledged to payment of such interest. Variable Rate Obligations will be treated as bearing interest
at the greater of (A) the rate or rates which were assumed by the Metropolitan Government in the Annual
Budget for such Fiscal Year to be borne by Variable Rate Obligations during such Fiscal Year or (B) the actual
rate or rates borne by such Variable Rate Obligations on such date of calculation. With respect to Capital
Appreciation Obligations, the interest accruing thereon shall be treated as an accretion of principa not
includable as Accrued Interest. With respect to Parity Contract Obligations constituting lease payments or
installment purchase payments or similar obligations not designated as “bonds’ or “debt”, interest shall include
the “interest component” of the periodic payments accruing thereunder as so designated therein.

“Accrued Principal” means, with respect to any calendar month, one-twelfth of the amount of
Principal which has matured or will mature on Parity Obligations during the next 12 months (or which are
subject to mandatory prepayment or sinking fund redemption during the next 12 months) less any Principal
which matures during the next 12 months but for which a separate fund has been established and into which
have been deposited moneys or Investment Securities which, with the earnings thereon, will be sufficient to
pay such Principal and which fund is irrevocably pledged to the payment of such Principal; provided, however,
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that to the extent any Principal payment on a Parity Obligation is payable sooner than one year after issuance
of such Parity Obligation, such Principal with respect to such obligation shall be amortized over the period
from issuance to payment with pro rata monthly portions of such Principal deemed to be Accrued Principal
during such amortization period.

“Act” means the Energy Production Facilities Act, Title 7, Chapter 54 of the Tennessee Code
Annotated, as amended.

“Actual Capacity Requirement” means the average of two maximum metered demands each
measured over a 30-minute period for the Services provided during a Contract Y ear.

“Additional Customer Contract” means any contract between a Customer and the Metropolitan
Government for steam or chilled water or similar energy services provided by the System; provided that an
Additional Customer Contract shall not include any Interim Customer Contract, Initial Customer Contract or
Holdover Customer Contract.

“Affiliate” means any person, corporation or other entity directly or indirectly controlling or
controlled by another person, corporation, or other entity or under direct or indirect common control with such
person, corporation or other entity.

“Annual Budget” means the budget or the amended budget for the System for a Fiscal Year, as
adopted by the Metropolitan Government in accordance the General Resolution.

“Applicable Law” means: (1) any federal, state or local law, code, regulation or consent order or
agreement having the force of law; (2) any formally adopted and generally applicable rule, requirement,
determination, standard, policy, implementation schedule or order of any Governmental Body having
appropriate jurisdiction; (3) any established interpretation of law or regulation utilized by an appropriate
Governmental Body if such interpretation is documented by such Governmental Body and generaly
applicable; and (4) any Governmental Approval, in each case applicable from time to time to the: (@) siting,
design, acquisition, construction, equipping, possession, start-up, testing, operation, maintenance, repair,
replacement or management of the System, including the Facility and EDS and any expansions thereto; (b) air
emissions from the Facility; (c) transfer, handling, processing, transportation and marketing of steam and
chilled water; (d) procurement and transportation of fuel and utilities, and (€) performance of any other
services under the Management Contract.

“ Authorized Denomination” means (i) with respect to the 2002 Series A Bonds, $5,000 and integral
multiples thereof, and (ii) with respect to any other series of Parity Bond Obligations, such denominations as
shall be determined by Supplemental Resolution.

“Authorized Officer of the Metropolitan Government” means the Metropolitan County Mayor, the
Vice Mayor, Director of Finance or Metropolitan Treasurer of the Metropolitan Government and, in the case of

any act to be performed or duty to be discharged, any other member, officer or employee of the Metropolitan
Government then authorized to perform such act or discharge such duty.

“Available Funds’ means, as of any date of calculation, amounts in the Surplus Fund.

“Base Chilled Water Facilities Capital Cost” means 85% of the Chilled Water Facilities Capital
Cost.

“Base Chilled Water Facilities Operating Costs’ means 85% of the Chilled Water Facilities
Operating Costs.
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“Base Steam Facilities Capital Cost” means 85% of the Steam Facilities Capital Cost.
“Base Steam Facilities Operating Costs’ means 85% of the Steam Facilities Operating Costs.

“Beneficiary” means any registered owner of or any party and any express third party beneficiary to a
Parity Obligation, other than the Metropolitan Government.

“Bond Counsel” means an attorney or firm of attorneys with experience and nationally recognized
expertise in the area of municipal finance as may be designated by the Metropolitan Government from time to
time.

“Bonds’ means (i) with respect to the General Resolution, the bonds authorized and issued
thereunder, and (ii) with respect to the Management Contract, the 2002 Series A Bonds.

“Book Entry Bonds’ means Parity Bond Obligations or Subordinated Bond Obligations registered in
book entry form with a Securities Depository.

“Business Day” means a day other than (i) a Saturday or Sunday, (ii) a day on which federally or
State chartered banking institutions or, with respect to any Parity Obligation secured by a Credit Facility, the
office of the Credit Facility Provider at which a draw or claim on a Credit Fecility is to be made is located, are
authorized or obligated by law to close or (iii) a day on which the New Y ork Stock Exchange is closed.

“Capital Appreciation Obligation” means any Parity Bond Obligation the interest on or with respect
to which is compounded and not scheduled to be paid until maturity or prior redemption thereof.

“Capital Costs” means
D Costs of any System Improvement;
2 Costs of Issuance of any Parity Obligations issued to provide funds to pay Capital Costs;

(©)] to the extent properly attributable to Construction or the period of Construction the costs
incurred for interest on funds borrowed to finance the Costs of Construction;

(@] any taxes or other governmental charges lawfully agreed to, levied or assessed on any
property acquired; and

(5) costs reasonably related to any of the foregoing and designated by the Metropolitan
Government as being “Capital Costs’ for purposes of this definition, including, but not limited to, post-
construction interest, start-up costs, reasonable reserves, initial working capital and similar expenses.

“Change in Law” means any of the following acts, events or circumstances to the extent that
compliance therewith increases the cost of performing or increases the scope of a party's obligations
thereunder:

@ the adoption, amendment, promulgation, issuance, modification, repeal or written change in
administrative or judicial interpretation of any Applicable Law on or after the Contract Date, unless such
Applicable Law was on or prior to the Contract Date duly adopted, promulgated, issued or otherwise officially
modified or changed in interpretation, in each case in final form, to become effective without any further
action by any Governmental Body;



(b) the order or judgment of any Governmental Body issued on or ater the Contract Date (unless
such order or judgment is issued to enforce compliance with Applicable Law which was effective as of the
Contract Date) to the extent such order or judgment is not the result of willful or negligent action, error or
omission or lack of reasonable diligence of the Contractor or of the Metropolitan Government, whichever is
asserting the occurrence of a Change in Law; provided, however, that the contesting in good faith or the failure
in good faith to contest any such order or judgment shall not constitute or be construed as such a willful or
negligent action, error or omission or lack of reasonable diligence; or

(©) except with respect to any Governmental Approval required for the Facility as provided in
item (c) below pertaining to exclusions from “Change in Law”, the denial of an application for, a delay in the
review, issuance or renewal of, or the suspension, termination, or interruption of any Governmental Approval,
or the imposition of aterm, condition or requirement which is more stringent or burdensome than the Contract
Standards in connection with the issuance, renewal or failure of issuance or renewa of any Governmental
Approval, to the extent that such occurrence is not the result of willful or negligent action, error or omission or
alack of reasonable diligence of the Contractor or of the Metropolitan Government, whichever is asserting the
occurrence of a Change in Law; provided, however, that the contesting in good faith or the failure in good faith
to contest any such occurrence shall not be construed as such awillful or negligent action or lack of reasonable
diligence.

It is specifically understood, however, that none of the following shall congtitute a “Change in Law”:

@ the fallure of the appropriate Governmental Body to approve the Contractor's permit
applications or modifications thereto;

(b) a change in the nature or severity of the actions typically taken by Governmental Body to
enforce compliance with Applicable Law which was effective as of the Contract Date; and

(c) all matters relating to obtaining and maintaining Governmental Approvals of the design,
congtruction and operation of the Facility, including any delay, non-issuance or imposition of terms and
conditions upon the issuance or renewal of any Governmental Approval necessary in connection therewith.

“Charter” means the Charter of The Metropolitan Government authorized by the Constitution of the
State of Tennessee and approved by referendum on June 28, 1962, as previously amended and approved and as
may be subsequently amended and approved in accordance with its terms, and any successor charter.

“Chilled Water Facilities Capital Cost” means that portion of the total capital costs of the facilities
(or debt service on debt issued to finance such costs or similar amortization thereof), including costs of funding
reasonable reserves, reasonably allocable to the production, metering, and distribution of chilled water.
Chilled Water Facilities Capital Cost shall not include Excluded Costs or capital costs of improving that
portion of the Energy Distribution System currently owned by the State to the condition of the balance of the
Distribution System as of the date of the Customer Contract.

“Chilled Water Facilities Fixed Operating Costs’ means that portion of the Fixed Operating Costs
assignable to operating and maintaining the chilled water portion of the System.

“Code” means the Internal Revenue Code of 1986, as the same may be amended from time to time,
and the regulations promulgated thereunder.

“Commercial Customer Contracts’ means any contracts with Initial Customers other than the State
or the Metropolitan Government.
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“Completion Obligations’ means any obligations issued or any increase in the obligations of the
Metropolitan Government incurred in accordance with the terms of any Parity Obligation Agreement, which is
issued or incurred to (1) pay the costs of completing any portion of the System for which a Parity Obligation
has previously been issued or executed and delivered pursuant to the terms of the applicable Parity Obligation
Agreement, or (2) pay the costs of meeting, maintaining or restoring any reduction in capacity in any portion
of the System or required modifications or improvements to the System, in each case required due to an
unforeseen or uncontrollable circumstance or a change in law.

“Construction Commencement Date” means the date upon which al conditions precedent to the
commencement of construction set forth in the Management Contract have been satisfied or waived in writing
by the party or parties entitled to the benefit thereof.

“Consulting Expert” means an engineering firm or firm of expertsin district heating and cooling or
energy producing facilities of recognized standing, having skill and experience with respect to the design,
construction and operation of facilities similar to those which comprise the System, as may be designated by
the Metropolitan Government from time to time in accordance with the General Resolution.

“Construction” shall mean the acquisition, erection, building, ateration, improvement, increase,
enlargement, extension, reconstruction, renovation or rehabilitation of a System Improvement; the inspection
and supervision thereof; and the engineering, architectural, legal, fiscal and economical investigations and
studies, surveys, designs, plans, working drawings, specifications, procedures and other actions incidental
thereto and may include the start-up of a System Improvement, the initial testing and acceptance of the System
Improvement and the administration and management by the Metropolitan Government of any contracts
relating to a System Improvement during the period prior to completion and commercial operation of the
System Improvement.

“Construction Period” means the period from and including the Construction Commencement Date
to and including the day preceding the Acceptance Date.

“Construction Work” means al of the Contractor's design, engineering, construction, start-up,
Acceptance Testing, and related obligations with respect to the Facility and the Initial System Improvements
during the Construction Period under the Management Contract.

“Contract Capacity” means with respect to steam service the Contract Capacity set forth in the
Customer Contracts for steam service, and with respect to chilled water service the Contract Capacity set forth
in the Customer Contracts for chilled water service, which, after the Transition Date, the Metropolitan
Government is obligated by the Customer Contracts to make available to the Customers pursuant to the terms
of the Customer Contracts; provided, that in the event the Customer’s Actual Capacity Requirement exceeds
the Contract Capacity, the Metropolitan Government may, but shall not be obligated to, increase the Contract
Capacity for all subsequent periods to equal the Contract Capacity (prior to such adjustment) plus the
additional capacity required.

“Contract Capacity Charge’ means the charges payable by a Customer for the steam and/or chilled
water capacity required by such Customer pursuant to a Customer Contract. The Contract Capacity Charge
includes, but is not limited to, the capital and interest costs associated with the investment required to serve the
Customer.

“Contract Date” means the date of ddivery of the Management Contract which was January 16,
2002.

“Contract Services’ means the Construction Work and the Management Services.
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“Contract Standards’ means the terms, conditions, methods, techniques and practices imposed or
required by: (1) Applicable Law; (2) the Design Reguirements; (3) the Performance Guarantees; (4) Prudent
Utility Practice; (5) the operation and maintenance manual; (6) applicable equipment manufacturers
specifications; (7) applicable insurance requirements under the Management Contract, (8) Acceptance
Requirements and (9) any other standard, term, condition or requirement specifically provided in the Contract
to be observed by the Contractor.

“Contract Year” means (i) with respect to the Management Contract, the Metropolitan Government's
fiscal year commencing on July 1 in any year and ending on June 30 of the following year; provided, however,
that the first Contract Year shall commence on the Service Commencement Date and shall end on the
following June 30, and the last Contract Y ear shall commence on July 1 prior to the date the Contract expires
or isterminated, whichever is appropriate, and shall end on the last day of the Term or the effective date of any
termination, whichever is appropriate, and (ii) with respect to the Customer Contracts, the period of time from
July 1 through June 30 of the following year during the Initial Term or any Renewal Term.

“Contractor” means Constellation Energy Source, Inc, and its permitted successors or assigns.

“Cost Substantiation” means, with respect to any cost reasonably incurred by the Contractor which
is directly or indirectly chargeable in whole or in part to the Metropolitan Government under the Management
Contract, the delivery to the Metropolitan Government of a certificate signed by the principal engineering
officer and the principal financial officer of the Contractor, substantiating such costs and the Contractor's
allowed markup in the manner and subject to the terms and conditions set forth in the Management Contract.

“Costs” as applied to any System Improvement shall mean and includes the cost of Construction, the
cost of the acquisition of al property, including real property and other property, both real and personal and
improved and unimproved, the cost of demolishing, removing or relocating any buildings or structures on
lands so acquired, including the cost of acquiring any lands to which such buildings or structures may be
moved or relocated, the cost of all systems, facilities, machinery, apparatus and equipment, financing charges,
interest prior to, during and after construction to the extent not paid or provided for from revenues or other
sources, the cost of engineering and architectural surveys, plans and specifications, the costs of consultants and
legal services, the cost of a guarantee or bond insurance, other expenses necessary or incidental to the
Construction of such System Improvement and the financing of the Construction thereof, including cost of
administration and management by the Metropolitan Government and cost of insurance or sureties for the
Construction period and the amount authorized in the resolution of the Metropolitan Government providing for
the issuance of Parity Obligations to be paid into any reserve or specia fund from the proceeds of such Parity
Obligations and the financing of the startup, testing, accepting and placing of any System Improvement in
operation, including reimbursement to any municipality, State agency, the State, the United States government,
or any other person for expenditures that would be costs of the System Improvement hereunder had they been
made directly by the Metropolitan Government.

“Costs of Issuance” shall mean all items of expense, directly or indirectly payable or reimbursable
and related to the authorization, sale and issuance of Parity Obligations or interests therein, including but not
limited to printing costs, costs of preparation and reproduction of documents, filing and recording fees, initial
fees and charges of any Fiduciary, legal fees and charges, fees and disbursements of consultants and
professionals, any guaranty or Credit Facility and of credit ratings, fees and charges for preparation, execution,
transportation and safekeeping of Parity Obligations or evidences of ownership interests therein, underwriting
fees and discounts and costs and expenses of refunding, premiums for the insurance of the payment of the
Parity Obligations and any other cost, charge or fee in connection with the origina issuance of Parity
Obligations.

“CPI” means the Consumer Price Index-South: Size Class B/C.
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“Credit Facility” means any letter of credit, surety bond, reserve fund insurance policy or reserve
fund letter of credit, loan agreement, line of credit, liquidity facility or other credit agreement, facility,
insurance or guarantee arrangement issued by a financia institution, nsurance company or any other entity
that provides additional security for any Parity Obligation which provides for payment, in accordance with the
terms of such Credit Facility, of Principal, premium and/or interest of such Parity Obligation or portion of a
Parity Obligation and/or the purchase price of such Parity Obligation or portion thereof. A Credit Facility may
comprise of one or more credit facilities issued by one or more financial ingtitutions.

“Credit Facility Provider” means the issuer of any Credit Facility.

“Customer” means any Person that has entered into a contract with the Metropolitan Government or
any successor in interest to the System, in form and substance substantially the same as the Customer
Contracts and includes the Initial Customers, the Interim Customers, the Holdover Customers and the
Additional Customers. Differing usage levels, Term of agreement, delivery point, or similar user specific
provision shall not be considered a materia difference under the preceding sentence.

“Customer Contract” means any Interim Customer Contract, any Initial Customer Contract, any
Holdover Customer Contract and any Additional Customer Contract.

“Customer Return Temperature’” means the temperature of chilled water at the Return Point that is
listed in the Customer Contracts.

“Customer Reimbursable Amounts’ means that portion of amounts paid by Additional Customers
with respect to System capacity that has become available upon termination of an Initial Customer Contract
pursuant to the Customer Contracts and resold, and with respect to which the Initial Customer is entitled to
reimbursement.

“Debt Service Fund” means the fund so designated and established by the Metropolitan Government
pursuant to the General Resolution.

“Debt Service Reserve Fund” means, with respect to any issue of Parity Obligations, the reserve
fund, if any, established in connection with such Parity Obligations solely as a source of contingency funds for
payment of Parity Obligation Debt Service Expenses with respect to such Parity Obligations and, with respect
to Bonds, the Debt Service Reserve Fund established by the Metropolitan Government pursuant to the General
Resolution.

“Debt Service Reserve Fund Deposit Requirement” means (i) with respect to any issue of Parity
Obligations, the amount required to be deposited to the Debt Service Reserve Fund applicable to such issue, if
any, to increase the balance therein to its required level, and (ii) with respect to the 2002 Series A Bonds an
amount equal to the lesser of (i) maximum annual debt service becoming due on the 2002 Series A. Bonds in
any year, (i) 125% of average annual debt service becoming due on the 2002 Series A Bonds and (iii) 10% of
the proceeds of the 2002 Series A Bonds.

“Debt Service Reserve Fund Requirement” means, with respect to a series of Parity Obligations,
the amount specified in the Supplemental Resolution authorizing the issuance of such Parity Obligations.

“Defeasance Obligations’ means securities described in clauses (a) and (b) of the definition of
Investment Securities.

“Deélivery Point” means the connection(s) where the Metropolitan Government delivers Service to
the Customer.
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“Delta T” means the temperature difference, in °%F, between the Customer Return Temperature and
42°F as of the date of the Customer Contract.

“Design Requirements’ means the Facility and EDS design requirements, the minimum technical
requirements and technical specifications included in the Management Contract.

“Director of Finance” means the Director of Finance of the Department of Metropolitan Finance
appointed pursuant to the Charter or his designee acting on his behaf pursuant to the Charter.

“DTC” means The Depository Trust Company.
“EDS’ meansthe Energy Distribution System.

“EDS Repair and Improvement Account” means the account so designated and created in the
Renewal and Replacement Fund by the Metropolitan Government pursuant to the General Resolution.

“EDS Site” means the locations described in the Management Contract on which the EDS is located
together with any locations over which the Facility and the EDS will be connected.

“Encumbrance’” means any Lien, lease, mortgage, security interest, charge, judgment, judicial award,
attachment or encumbrance of any kind with respect to the System.

“Energy Charge’ or “Energy Fee” means the charges payable by the Customers pursuant to the
Customer Contracts for energy used by the Metropolitan Government in producing steam and/or chilled water
for its Customers, including without limitation, commodity charges for natural gas, electricity, oil, coal,
biomass or aternate forms of fuel, distribution and transmission charges, applicable federal, state and local
Taxes and all ancillary charges related to the purchase and délivery of the foregoing.

“Energy Distribution System” means the steam delivery, condensate return and chilled water
delivery and return pipes, together with all related equipment, valves and fixtures, used by the Metropolitan
Government for the delivery of steam and chilled water to Customers.

“Event of Default” means (i) with respect to the General Resolution, an event of default described in
Section 10.1 thereof, and (ii) with respect to the Management Contract, an event of default described in
Sections 18.02 and 18.03 thereof.

“Excluded Costs’ means (i) with respect to Chilled Water Facilities Capital Costs and Steam
Facilities Capital Costs, costs paid or incurred by the Metropolitan Government for legal, financial
management and technical consultants of performing economic, engineering and feasibility studies of the
System, procuring contracts or performing other tasks relating to the restructuring of the System in each case
prior to the date of execution of the Initial Operating Agreement, and (ii) with respect to Fixed Operating Costs
or Variable Operating Costs, paid or payable to a System Operator, either as part of afixed fee or an incentive
program, of costs of marketing excess System capacity. Excluded Costs does not include costs relating to
financing the System, such as bond issuance costs.

“Existing Facility” means the Therma Facility.

“Extension Period” means the period ending on the day that is eighteen months after the Scheduled
Service Commencement Date.
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“Facility” or “EGF” means the energy generation facilities to be designed, built, started-up,
acceptance tested and operated by the Contractor pursuant to the Management Contract and may include one
or more facilities in one or more locations.

“Facility Site” means the site described in the Management Contract and the Project Feasibility
Report on which the Facility is to be constructed in accordance with the Management Contract

“Fiduciary” means the Trustee, any Paying Agent, any Registrar, any tender agent or remarketing
agent for any Parity Obligation, or any or all of them, as the case may be.

“Final Completion” means Acceptance of the Facility and the Initial System Improvements pursuant
to the Management Contract and satisfaction of the requirements thereof.

“Fiscal Year” means the fiscal year of the Metropolitan Government which begins on July 1 of each
year and ends on June 30.

“Fitch” means Fitch Investors Service, its successors and assigns, and if such corporation shall be
dissolved or liquidated or no longer perform the functions of a securities rating agency, “Fitch” shall be
deemed to refer to any other nationally recognized securities rating agency designated by the Metropolitan
Government.

“Fixed Construction Price” has the meaning given in the Management Contract and as set forth
under the heading “ Contract Price; Payment for Construction Work” in Appendix B-11 hereof.

“Fixed Construction Price Adjustments’ means those adjustments to the Fixed Construction Price
permitted by the Management Contract.

“Fixed Operating Costs’ means those costs of operating and maintaining the System that are fixed
monthly or annual amounts (some of which may be subject to escalation), and may include, but is not
necessarily limited to, (i) monthly or annual operating fee payable to an operator of the System, (ii) monthly or
annual alowance for repairs or replacements, and (iii) monthly or annual allowance for The Metropolitan
Government’s Incremental Costs. Fixed Operating Costs shall not include Excluded Costs.

“Force Majeure Event” means acts of God, war, civil commotion, embargoes, strikes, epidemics,
fires, cyclones, hurricanes, droughts or floods, or labor, production or transportation difficulties, breakdown of,
or accident or repairs to, machinery, equipment or lines of pipe, or shortage of materials, power, fuel,
equipment, transportation or labor, or inability to obtain same without litigation or the payment of penalties,
premiums or unusual prices, or any governmental law, regulation, order, request, instruction or injunction, or
failure to provide or cancellation of rights-of-way, permits, licenses or other authorization, whether valid or
invalid, or any other cause, whether or not similar to the foregoing, beyond the reasonable control of a party
hereto, or its agents or contractors, and includes “Uncontrollable Circumstances’ as defined in the System
Operating Agreement.

“Fuel” means the fuel or fuels designated by the Contractor as the primary and backup fuels for the
Facility (including electricity used in Facility operations).

“Fuel Purchase Contract” means (i) with respect to the General Resolution, the contract for the
acquisition of fuel for al or any portion of the System between the Metropolitan Government and the
Contractor, or any replacement contract, and (ii) with respect to the Management Contract, that Fuel Purchase
Contract for the Metropolitan Government System, between the Contractor and the Metropolitan Government.
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“General Resolution” means the Amended and Restated General Resolution, adopted by the
Metropolitan Government on August 20, 2002, as the same may be amended or supplemented from time to
time in accordance with the terms hereof.

“Governmental Approvals’ means al permits, licenses and approvals required from any
Governmental Body for the performance of the Contract.

“Governmental Body” means any federal, State, regional or local legidative, executive, judicia or
other governmental board, agency, authority, commission, administration, court or other body, or any officia
thereof, having jurisdiction.

“Guarantor” means Constellation Energy Group.

“Guaranty” means the Guaranty Agreement between the Metropolitan Government and the
Guarantor that guarantees the payment by the Contractor of its obligations to the Metropolitan Government
under the Contract up to the limits of the Guaranty.

“Hazardous Material” means any waste, substance object or material deemed hazardous under
Applicable Law, including without limitation “hazardous material” as defined in CERCLA and “hazardous
waste’ as defined in RCRA.

“Holdover Customers’ means those customers that have contracts with NTTC as of the date of
adoption of the General Resolution and who do not become Initial Customers

“Holdover Customer Contract” means those contracts existing as of the date of the General
Resolution with Holdover Customers.

“Incremental Costs’ means the actual, reasonable and necessary costs incurred by the Metropolitan
Government above and beyond what would have been incurred if the System did not exist, including the
services of the Consulting Expert and Project Consultants. Incremental Costs shall not include debt service on
bonds issued by the Metropolitan Government to finance costs of the existing waste disposal and energy
generating facilities operated by NTTC.

“Initial Customer Contract” means any Customer Contract in substantialy the form approved by
the Metropolitan Council for customers that have contracts with NTTC as of July 1, 2001 and who executed
contractswith the Metropolitan Government on or prior to June 14, 2002.

“Initial Customers’ means those customers that have contracts with NTTC as of June 1, 2001 and
who executed Initial Customer Contracts on or prior to June 14, 2002.

“Initial Management Term” means the period commencing on the Service Commencement Date
and ending on the fifteenth anniversary of such date.

“Initial Operating Agreement” means the Management Contract.

“Initial Operator” means CEG.

“Initial Parity Obligations’ means the 2002 Series A Bonds.

“Initial System Improvements’ means System Improvements for the development, design,

construction and acquisition of the energy generating facility to be constructed pursuant to the Management
Contract, improvements to and expansion of the Energy Distribution System, metering, interconnection and
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thermal efficiency projects, including the Metro Government’s work in developing the project and procuing
the contracts thereunder and any land and easements required for the improvements

“Initial Term” means the period of time beginning on the Transition Date and ending on the thirtieth
(30™) anniversary of the Transition Date.

“Interim Pledge Period” means the period commencing on the first day of January, 2004 and ending
at such time as the Revenues transferred to the Metropolitan Government under the existing contracts between
customers and NTTC (which have been assigned to the Metropolitan Government) and deposited into the
Operating Reserve Fund in accordance with the General Resolution equal $3,000,000.

“Investment Securities’ means any of the following securities (provided that with respect to funds
held and invested by the Metropolitan Government, the following shall only be Investment Securities if and to
the extent the same are at the time legal investments by the Metropolitan Government of the funds to be
invested therein and are permitted by the Metropolitan Government’s investment policies then in effect):

D direct obligations of the United States of America, direct federal agency obligations
the timely payment of principa of and/or interest on which are, respectively, fully and unconditionally
guaranteed by the United States of America, including direct obligations of the United States of
America which have been stripped by the United States Treasury itself (STRIPS), treasury receipts
securities “Treasury Receipts’ including “CATS’, “TIGRS’, “LIONS’” and the interest components of
REFCORP honds for which the underlying bond is non-callable (or non-callable before the due date
of such interest component) for which separation of principal and interest is made by request to the
Federa Reserve Bank of New Y ork in book-entry form;

2 bonds, debentures or notes or other evidence of indebtedness payable in cash issued
by any one or a combination of any of the following federal agencies, or any other federa agency, to
the extent any of such evidences of indebtedness are secured by the pledge of the full faith and credit
of the United States of America Export-Import Bank of the United States, Federal Financing Bank,
Farmer's Home Administration, Federal Housing Administration, Maritime Administration,
Government National Mortgage Association;

(©)] certificates of deposit properly secured at al times, by collateral security described in
(@) or (b) above, with commercial banks, savings and loans associations, and mutual savings banks;

4 the following investments if fully insured by the Federal Deposit Insurance
Corporation: (i) certificates of deposit, (ii) savings accounts, (iii) deposit accounts, or (iv) depository
receipts of banks, savings and loan associations, and mutual savings banks;

(5) bonds, debentures, notes or other evidences of indebtedness issued by any of the
following agencies: the United States Postal Service; the Federa Home Loan Bank System; the
Tennessee Valley Authority; the Washington Metropolitan Area Transit Authority; the Federa
National Mortgage Association and the Federal Home Mortgage Corporation;

(6) Public Housing Bonds issued by public agencies or municipalities and fully secured
as to the payment of both principal and interest by a pledge of annual contributions under an annual
contributions contract with the United States of America; temporary notes, preliminary loan notes or
project notes issued by public agencies or municipalities, in each case fully secured as to the payment
of both principal and interest by a requisition or payment agreement with the United States of
America;
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@) direct and general obligations of any state of the United States, to the payment of the
principal of and interest on which the full faith and credit of such state is pledged, but only if, at the
time of their purchase hereunder, such obligations are rated in either of the two highest rating
categories by either S&P or Moody's;

(8 repurchase agreements or investment agreements collateralized by securities
described in subparagraphs (1), (2), (3), (4) or (5) above with any registered broker/dealer subject to
the Securities Investors Protection Corporation or that is an approved Federal Reserve Bank Primary
Dedler or with any commercial bank (including the Trustee) insurance company or financia
institution, provided that (1) a specific written repurchase agreement or investment agreement governs
the transaction, (2) the securities, free and clear of any lien, are held by the Trustee or an independent
third party acting solely as agent for the Trustee, and such third party is (a) a Federa Reserve Bank, or
(b) abank which is a member of the Federal Deposit Insurance Corporation and which has combined
capital, surplus and undivided profits of not less than $25 million, and the Trustee shall have received
written confirmation from such third party that it holds such securities, free and clear of any lien, as
agent for the Trustee, (3) a perfected first security interest under the Uniform Commercial Code, or
book entry procedures described in 31 CFR 306.1 et seq. or 31 CFR 350.0 et seq., in such securities is
created for the benefit of the Trustee, (4) the Trustee or third-party agent will value the collateral
securities no less frequently than monthly and will liquidate the collateral securities if any deficiency
in the required collateral percentage is not restored within two (2) Business Days of such valuation, or,
in the case of a repurchase agreement, the agreement has a term of thirty (30) days or less, and (5) the
fair market value of the collateral securities in relation to the amount of the repurchase obligation or
the payment obligation, depending on whether it is a repurchase agreement or an investment
agreement, including principal and interest, is equal to at least 100%;

9 money market funds rated “A”, “Am” or “Am-G” or better by Moody's or S&P;
(10)  commercial paper rated “Prime-1" or better by Moody's or “A-1" or better by S&P;
(11)  advancerefunded municipa bonds;

(12) tax-exempt obligations that are rated “A” or better or V-MIG 1 by Moody's or “A-"
or better or “A-1" by S&P, or shares of investment companies that invest only in such obligations;

(13)  the Trustee's “cash sweep account” or other short term investment fund of the
Trustee, the assets of which consist of other Investment Securities defined above;

(14) an investment agreement, to the extent permitted by law, issued or guaranteed by a
corporation whose long-term unsecured debt or claims paying ability is rated in either of the highest
two rating categories by Moody's or S& P.

“Legal Proceedings’ means every action, suit, litigation, arbitration, administrative proceeding, and
other legal or equitable proceeding having a bearing upon the Management Contract, and al appeals
therefrom.

“Lien” means any and every lien against the System or against any monies due or to become due
from Metro to the Contractor under the Management Contract, for or on account of the Contract Services,
including without limitation mechanics, materialmen's, laborers and lenders' liens.

“Loss-and-Expense’” means any and all loss, liability, forfeiture, obligation, damage, delay, fine,

penalty, judgment, deposit, cost, expense, claim, demand, charge, tax, or expense, except as explicitly
excluded or limited under any provision of the Management Contract
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“Managed Assets’ means the EGF, the EDS and those assets congtituting part of the System which
the contractor is responsible for managing, as described in Appendices 2 and 3, of the Management Contract
and shall include the EGF, the EDS and al other System improvements, expansions and modifications which
have been agreed upon by the parties, both when under construction and after being placed in service as part of
the Managed Assets.

“Management Contract” means (i) with respect to this Official Statement, that Contract for the
Design and Construction d an Energy Generation Facility, Improvement of an Energy Distribution System,
and Long Term Operation and Management of the Nashville District Energy System, dated as of January 16,
2002, between Constellation Energy Source, Inc. and the Metropolitan Government, as the same may be
amended and supplemented from time to time, and (i) with respect to the .Genera Resolution and the
Customer Contracts, that Contract for the Design and Construction of an Energy Generation Facility,
Improvement of an Energy Distribution System, and Long Term Operation and Management of the Nashville
District Energy System, dated as of January 16, 2002, between Constellation Energy Source, Inc. and the
Metropolitan Government and any replacement contract or contracts for operation and maintenance of al or
any portion of the System.

“Management Fee’ has the meaning set forth in the Management Contract

“Management Period” means the period of time commencing on the Scheduled Service
Commencement Date and ending on the Termination Date.

“Management Services’ means everything required to be furnished and done for and relating to the
System by the Contractor pursuant to the Contract during the Term, other than the Construction Work.
Management Services include the full performance of the Contractor's operation, maintenance, repair,
replacement, management and related obligations under the Management Contract.

“Metro” or “Metropolitan Government” means The Metropolitan Government of Nashville and
Davidson County.

“Metro Council” or “Metropolitan Council” means the Metropolitan County Council created
pursuant to the Charter.

“Metro Funding Amount” means the amount payable by the Metropolitan Government, subject to
annual appropriation, that is equal to the difference between (i) total System costs less (ii) the sum of
(@ revenues from Initial Customers and (b) revenues from sales of energy to any other customers.

“Metropolitan Government Customer Contract” means the Customer Contract between the
Metropolitan Government, as customer, and the Metropolitan Government, as service provider to be entered
into on or prior to the date of issuance and delivery of the Initial Parity Obligations.

“Metropolitan Government Premises’ means the following buildings or any buildings substituted
therefor: Metropolitan Courthouse, Criminal Justice Center, Ben West, Metropolitan Auditorium, Convention
Center, Gaylord Entertainment Center, Nashville Coliseum (formerly known as the Adel phia Coliseum).

“MIbs” means thousand pounds of steam.
“Moody's’ means Moody's Investors Service, Inc., its successors and assigns, and if such corporation
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating agency,

“Moody's’ shall be deemed to refer to any other nationally recognized securities rating agency designated by
the Metropolitan Government.
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“New Contract Capacity” means the increased Contract Capacity that results from an expansion of
the Premises, or the decreased Contract Capacity that results from an energy efficiency improvement of the
Premises, or the decreased Contract Capacity that results from a reduction Contract Capacity, in each case
pursuant to the Customer Contracts.

“New Customer Return Temperature” means the chilled water temperature agreed upon by the
Customer and The Metropolitan Government at the Return Point after a project has been undertaken to
improve Delta T pursuant to the provisions of the Customer Contract.

“New Customer Surplus Revenues’ means those net revenues, including as a cost any sales
commissions paid to secure those revenues received by the Metropolitan Government from Customers other
than Initial Customers, in excess of the amount required to bring the amount to be paid by the Metropolitan
Government as an additional energy charge, to zero.

“New Deta T” means the temperature difference, in F, between the New Customer Return
Temperature and 42°F.

“Net Revenues’ means Revenues less Operating Expenses.
“NTTC” means Nashville Thermal Transfer Corporation.

“Operating Agreement” means the Management Contract and any Replacement Operating
Agreement.

“Operating Expenses’ means and includes the reasonable or necessary costs and expenses of the
Metropolitan Government (including payments for services under a Management Contract) of operating,
maintaining, repairing, insuring and administering the System or providing services therefrom (other than
Parity Obligation Debt Service Expenses or debt service on any other debt obligation, amounts paid from the
proceeds of Parity Obligations and costs of System Improvements) including, without limitation (a) al
administrative, general and commercial expenses, (b) insurance and surety bond premiums, (c) fuel expenses,
(d) engineering expenses (including expenses of a consulting expert or independent engineer), €) lega
expenses, and any damages, judgments, awards, fines, penalties, assessments, impositions, charges, levies,
litigation settlement amounts or other similar costs or expenses legally incurred and owing by the Metropolitan
Government in connection with the System, (f) accounting and auditing expenses, (g) ordinary and current
rentals of equipment or other costs which are not Capital Costs, (h) expenses (other than Parity Obligation
Debt Service Expenses) which are incurred in connection with Parity Obligations, (i) costs incurred in
connection with; the preparation of any reports, plans, opinions or certificates which are required to be
prepared under the terms of this General Resolution, (j) costs, fees and expenses of Fiduciaries, (k) any
amounts required to be paid to the federal government pursuant to the Tax and Nonarbitrage Certificates and
() any other amounts the Metropolitan Government is required by law to pay or set aside in order to continue
to operate the System.

“Operating Fund” means the fund so designated and established by the Metropolitan Government
pursuant to the General Resolution.

“Operating Reserve Fund” means the fund so designated and established by the Metropolitan
Government pursuant to the General Resolution.

“Operating Reserve Fund Requirement” means, with respect to each Fiscal Y ear, an amount equal
to one fourth (1/4) of the Operating Expenses projected for such Fiscal Year as set forth in the Annual Budget.
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“Operator” means the Initial Operator or any Person appointed by the Metropolitan Government, by
Management Contract or otherwise, to operate and maintain the System or any part thereof on behalf of the
Metropolitan Government, or the Metropolitan Government if no other Person has been designated by it as the
Operator.

“Overdue Rate” means the Prime Rate plus 1%, 1.5% per month or the maximum rate permitted by
law, whichever isless.

“Parity Bond Obligations’ means any bonds, notes, bond anticipation notes, commercia paper or
other similar obligations constituting debt d the Metropolitan Government, authorized by a Supplemental
Resolution and designated by the Metropolitan Government as being secured by a pledge of and lien on the
Trust Estate on a parity basis with the lien created by the General Resolution.

“Parity Contract Obligations’ means (i) any financing leases, installment purchase agreements or
other similar evidences of indebtedness or obligations of the Metropolitan Government issued for the purposes
of the System and in accordance with the terms of the General Resolution or (ii) any Reimbursement
Agreement, each of which has been designated by resolution of the Metropolitan Government as a “parity
obligation” to be secured under and entitled to the pledge set forth in the General Resolution

“Parity Obligation Agreement” means any resolution, trust agreement, indenture, installment
purchase agreement, lease, reimbursement agreement or other agreement executed by the Metropolitan
Government in connection with the issuance of any Parity Obligation and designated as such therein.
Reimbursement Agreements may constitute both a Parity Obligation and a Parity Obligation Agreement. This
General Resolution shall constitute a Parity Obligation Agreement with respect to the Initial Parity
Obligations.

“Parity Obligation Debt Service Expenses’ means, for each month, the Accrued Interest and
Accrued Principal due for such month and any other amounts required to be paid by the Metropolitan
Government pursuant to Parity Obligations, but excluding from such calculation any portion of such amounts
which are to be paid from the proceeds of Parity Obligations.

“Parity Obligations’ means any Parity Bond Obligations and any Parity Contract Obligations and
with respect to which the Trustee has authenticated and delivered a certificate of authentication in the form set
forth in the General Resolution.

“Paying Agent” means any bank or trust company, as designated from time to time by the
Metropolitan Government, authorized to pay the Principal of, premium, if any, and interest on any Rarity
Obligations as established in a Parity Obligation Agreement.

“Performance Guarantees’ means the guarantees of performance identified in the Management
Contract.

“Person” means (i) with respect to the Genera Resolution, an individual, corporation, firm,
association, partnership, trust, limited liability company, or other legal entity or group of entities, including a
governmental entity or any agency or political subdivision thereof. and (ii) with respect to the Customer
Contracts and the Management Contract, any individual, corporation, partnership, joint venture, association,
joint stock company, trust, unincorporated organization or governmental authority or regulatory body.

“Permitted Liens’ means (i) the pledge of the General Resolution, (ii) easements, rights of way,

restrictions or encumbrances that do not materialy impair the operation of the System, (iii) mechanic's liens
arising in the ordinary course of business or incident to the construction or improvement of any property in
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respect of obligations which are not yet due or for which adequate security is posted, (iv) liens securing
purchase money obligations, and (v) Subordinated Obligations.

“Pledge Period” means the Interim Pledge Period and the period commencing on the earlier of the
Scheduled Service Commencement Date or the Service Commencement Date and ending on the date upon
which the lien created by the General Resolution is discharged in accordance with the provisions hereof.

“Pre-Existing Environmental Condition” means, and is limited to, (1) the presence anywhere in, on
or under the Facility Site or the EDS Site on the Contract Date, whether or not disclosed to the Contractor as of
the Contract Date, of underground storage tanks (for the storage of chemicals or petroleum products) that are
not then in use in connection with operation of the Facility; (2) the presence anywhere in, on or under the
Facility Site or the EDS Site, whether or not disclosed to the Contractor as of the Contract Date, of Hazardous
Materials, and (3) the presence at the Facility Site or the EDS Site of any habitat of an endangered or protected
species as provided in Applicable Law; and (4) the presence in, on or under the Facility Site or the EDS Site on
the Contract Date, of any extraordinary subsurface conditions (including historical, archeological,
anthropological or paleontological artifacts and other matters of scientific interest which may be protected in
some way by Applicable Law).

“Premises’ means the building or buildings located at the addresses and on the parcels of land legally
described in the Customer Contract.

“Prime Rate” means the prime rate as published in The Wall Street Journal, or a mutually agreeable
alternative source of the prime rate if it is no longer published in The Wall Street Journal or the method of
computation thereof is substantially modified.

“Principal” means, as the context requires, the principal amount of any Parity Obligation and the
Accreted Value of any Capital Appreciation Obligation. With respect to Parity Contract Obligations
congtituting lease payments or installment purchase payments or similar obligations not designated as “bonds”
or “debt”, principal shall refer to the “principal component” of the periodic payments made thereunder as so
designated therein.

“Project Consultant” means the professional or firm of professionals that The Metropolitan
Government retains and designates to perform project analysis, management and District Energy System
business consulting services.

“Pro Rata Portion” means, (i) with respect to Contract Capacity for steam service, the percentage
that the Contract Capacity of the Customer for steam service bears to the total Contract Capacities of al Initial
Customers (including Metropolitan Government in its capacity as customer) for steam service and (ii) with
respect to Contract Capacity for chilled water service, the percentage that the Contract Capacity of the
Customer for chilled water service bears to the total Contract Capacities of all Initial Customers (including
Metropolitan Government in its capacity as customer) for chilled water service.

The Customer's Pro Rata Portion shall be determined as of the date of the sale of the 2002 Series A
Bonds and (i) shall be increased proportionately if the Customer's Contract Capacity is increased pursuant to
the Customer Contract, (ii) shall be decreased proportionately if the Customer's Contract Capacity is decreased
pursuant to the Customer Contract

In no event shall an increase or decrease in the Contract Capacity of any other Customer be permitted
to change the Pro Rata Portion of the Customer.

“Prudent Utility Practice’” means those practices, methods and procedures, as modified from time to
time, that are currently and commonly used in utilities to design, engineer, select, construct, operate and
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maintain energy generating facilities and equipment for providing steam and chilled water in the mainland
United States dependably, reliably, safely, efficiently, and economically, with due regard to the state-of-the-art
in the energy generating industry.

“Projected Net Operating Expense Amount” means, as of any date of computation and with respect
to any applicable period of time, an amount reasonably projected by the Metropolitan Government to be the
Operating Expenses, less Revenues reasonably expected to become available to pay such Operating Expenses
during such period.

“Psig” means pounds per square inch gauge pressure.

“Qualifying Letter of Credit” means a standby letter of credit that (i) isissued by a state or federal
commercia bank whose long-term unsecured senior debt is rated by a Rating Service at least A or better, (ii) is
for aterm of at least one year (but need not extend beyond the 15" anniversary of the Service Commencement
Date), (iii) includes a provision for automatic renewal for a one year term (but need not extend beyond the 15"
anniversary of the Service Commencement Date) unless at least 30 days prior to the upcoming expiration date
written notice of termination is delivered to the Metropolitan Government, (iv) permits the Metropolitan
Government to draw by sight draft the full amount of the letter of credit following a notice of non-renewa by
the issuing bank, (v) is otherwise in the form set forth in the Management Contract and (vi) is accompanied by
an opinion of counsel satisfactory to the Metropolitan Government confirming the due authorization, validity
and enforceability of the letter of credit.

“Rating Service’ means Moody's, S& P and Fitch.

“Record Date” means a date established by Metro not less than 10 days after notice is delivered to
the Initial Customers of a proposed amendment to the Management Contract.

“Redemption Price” means the Principa of a Parity Obligation payable upon its redemption,
together with any redemption premium payable in connection therewith.

“Refunding Obligation” means any Parity Obligation of the Metropolitan Government incurred in
accordance with the terms of any Parity Obligation Agreement, the proceeds of which are used to refund any
previously issued Parity Obligation.

“Registrar” means, as to any Parity Obligation, the Trustee, registrar or paying agent or any national
bank and/or trust company appointed by the Metropolitan Government to maintain the registration records for
such Parity Obligation.

“Reimbursement Agreement” means any agreement between the Metropolitan Government and any
issuer of a letter of credit, surety policy, insurance or guaranty arrangement, liquidity arrangement, which
provides security for any Parity Obligation, which secures in whole or in part any Parity Obligation or
participation interest in a Parity Obligation and which creates by its terms an obligation of the Metropolitan
Government to reimburse the issuer of such credit facility following the payment by such party of any Parity
Obligation or participation interest in a Parity Obligation.

“Renewal Term” means (i) with respect to the Management Contract, the meaning set forth in the
Management Contract, and (ii) with respect to the Customer Contracts, in the event no party has given the
notice described in the Customer Contract with respect to the Initial Term or any Renewa Term, the period
beginning on the day after the last day of such Initial Term or Renewal Term and ending on the fifth (5th)
anniversary of such last day of such Initial Period or Renewal Period.
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“Renewal and Replacement Fund” means the fund so designated and established by the
Metropolitan Government pursuant to the General Resolution.

“Renewal and Replacement Fund Requirement” means, (i) during any period in which in the
determination of an Authorized Officer of the Metropolitan Government a Management Contract is in effect
that requires the Operator to perform substantially al System maintenance, zero and (ii) during any other
period, with respect to any monthly transfer of funds as set forth in Section 5.4 hereof, an amount equal to 5%
of gross Revenues during the preceding month, provided that such amount shall be zero at any time that the
balance on deposit in the Renewal and Replacement Fund equals or exceeds $250,000.

“Replacement Operating Agreement” means any agreement between the Metropolitan Government
and a Replacement Operator for System operating services replacing the Management Contract or any
Replacement Operating Agreement.

“Replacement Operator” means any operator procured by the Metropolitan Government to replace
CES or any Replacement Operator.

“Required Insurance’” has the meaning set forth in the Management Contract.

“Requisition” means a reguest by the Contractor for payment of a portion of the cost of constructing
the Facility in the form set forth in the Management Contract.

“Return Point” means the connection(s) where the Customer returns steam condensate and chilled
water to the Metropolitan Government as indicated in the Customer Contract.

“Revenues’ means all rates, fees or other charges or other income received by or on behaf of the
Metropolitan Government in connection with ownership and operation of the System and the sale of steam or
chilled water or other forms of energy for heating, cooling, manufacturing processes and other uses generated
by the System, including amounts received by the Metropolitan Government which are paid pursuant to the
Customer Contracts. Revenues shall also include amounts received from the investment or deposit of moneys
in the Funds @ Accounts and earnings thereon and proceeds of insurance (other than liability insurance).
Revenues shall not mean or include (i) any amount received or receivable from the United States or the State
(or any agency thereof) or from any other source as or on account of a grant or contribution for or with respect
to (a) the construction, acquisition, improvement, extension, renewal or other development of an part of the
System or (b) the financing of any of the foregoing, (ii) the proceeds of any Parity Obligations or Subordinated
Obligations, (iii) the proceeds of any liability insurance or indemnity, (iv) amounts received by the
Metropolitan Government as reimbursement for System costs incurred or expenses paid by the Metropolitan
Government from non-System funds, (v) distributions to the Metropolitan from the Surplus Fund, (vi) amounts
paid by Initial Customers as an allowance for repairs and upgrades to the EDS pursuant to the Initial Customer
Contracts, which shall be deposited and held in the EDS Repair and Improvement Account established in the
Operating Fund for application in accordance therewith, (vii) Customer Reimbursable Amounts, which shall
be deposited and held in the Resold System Capacity Account of the Operating Fund, (viii) except to the extent
required to replenish a deficiency in a Debt Service Reserve Fund, 25% of New Customer Surplus Revenues,
which shall be deposited and held in the Energy Conservation Fund for the payment of costs of energy
conservation projects, (ix) delay liquidated damages paid pursuant to Section 12.01 the Management Contract
in excess of daily debt service, or (x) any amount received or receivable by the Metropolitan Government in a
capacity other than as owner and operator of the System. For purposes of Section 5.4 only, Revenues shall not
include (i) amounts received by the Metropolitan Government pursuant to the Interim Customer Contracts
during the Interim Pledge Period, which shall be deposited directly in the Operating Reserve Fund, (ii)
amounts paid as interconnection charges by a Customer pursuant to an Additional Customer Contract, which
shall be deposited in the System Improvement Fund, (iii) amounts received as prepayments under an
Additional Customer Contract allocable to interconnections or line extension costs which shall be deposited at
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the direction of the Project Administrator into either the General Account of the Operating Fund or the
Construction Account of the System Improvement Fund; (iv) payments made by Customers as a condition of
terminating a Customer Contract, which shall be deposited in either (a) the Debt Service Fund and applied to
the prepayment of Parity Obligations or (b) in the Contract Termination Account of the Operating Fund, in
each case to the extent alocable to debt service and operating expenses, respectively, based on the Customer’s
Contract Capacity as set forth in the Customer Contract, (v) proceeds of casualty insurance or condemnation
received in connection with the System, which shall be deposited either in the System Improvement Fund or
applied towards the prepayment of Parity Obligations, as the Metropolitan Government elects in accordance
with Section 7.7 hereof, (vi) damage payments received by the Metropolitan Government in accordance with
the Management Contract for adelay in Scheduled Service Commencement equal to daily debt service, which
shall be deposited in the Debt Service Fund, (vii) damage payments received by the Metropolitan Government
as a result of a failure to achieve acceptance or ashortfall in output o fuel usage acceptance guarantees
pursuant to the Management Contract, which shall be deposited in the Debt Service Fund and applied to the
prepayment of the Parity Obligations, (v) damage payments paid by an Operator as a result of the early
termination of any Management Contract for Operator default, which shall be deposited in the Contract
Termination Account of the Operating Fund or payments corresponding to the foregoing with respect to any
System Improvements financed with proceeds of Parity Obligations.

“S& P’ means Standard & Poor's Ratings Group, a Division of The McGraw-Hill Companies, its
successors and assigns, and if such corporation shall be dissolved or liquidated or shall no longer perform the
functions of a securities rating agency, “S& P’ shall be deemed to refer to any other nationally recognized
securities rating agency designated by the Metropolitan Government.

“Scheduled Acceptance Date” means the date that is 180 days following the Scheduled Service
Commencement Date.

“Scheduled Service Commencement Date” means the day that is 610 consecutive days following
the Construction Commencement Date, provided that the Scheduled Service Commencement Date will be
extended for each day of excused delay due to Uncontrollable Circumstances.

“Security Depository” means any securities depository performing book-entry registration services.

“Security Instruments’ means the Guaranty, any Qualifying Letter of Credit and the Performance
Bond.

“ Service Commencement Date” the date upon which the Contractor commences delivery of steam
and/or chilled water service to Customers in sufficient quality and quantity to satisfy the demand requirements
of the Metropolitan Government under al Customer Contracts.

“Servicelnterruption” means a complete or partial loss of Service to the Customer’s Premises.

“ Service Standards’ means the chilled water service and steam service specifications set forth in the
Customer Contract.

“Services’ means (i) with respect to the General Resolution, all services which are required to ke
provided by the Metropolitan Government pursuant to its service covenant, whether such services are provided
through the use of the System, by Management Contracts, or otherwise, and (ii) with respect to the Customer
Contracts, the steam and/or chilled water set forth in the Customer Contract supplied by the Metropolitan
Government to heat and/or cool the Customer's Premises.
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“Sinking Fund Installment” means, as of any date of calculation, the amount of money required to
be paid by the Metropolitan Government on a single future date for the retirement of outstanding Parity
Obligations which are scheduled to mature after said future date.

“Small Customer Contract” means the form of contract between Metro and customers who have
designated a contract capacity of 40 tons of chilled water or less and/or up to 400 pph of steam.

“State Customer Contract” means the customer contract between the State and Metropolitan
Government dated as of April 1, 2002.

“Small Business Program” means the program described in the Management Contract.
“State” means the State of Tennessee.

“Steam Facilities Capital Cost” means that portion of the total capital costs of the facilities (or debt
service on debt issued to finance such costs or similar amortization thereof), including costs of funding
reasonable reserves, reasonably allocable to the production, metering, and distribution of steam. Stream
Facilities Capital Cost shall not include Excluded Costs or capital costs of improving that portion of the
Distribution System currently owned by the State to the condition of the balance of the Energy Distribution
System as of the date of the Customer Contract.

“Steam Facilities Fixed Operating Costs’ means that portion of the Fixed Operating Costs
assignable to operating and maintaining the steam portion of the System.

“Subcontractor” means every person (other than employees of the Contractor) employed or engaged
by the Contractor or any person directly or indirectly in privity with the Contractor (including all
Subcontractors and every sub-subcontractor of whatever tier) for any portion of the Contract Services, whether
for furnishing labor, materials, equipment, supplies, services or otherwise.

“Subordinated Obligations’ means any indebtedness or obligation of the Metropolitan Government
described in the General Resolution incurred in connection with the System which is secured by a pledge of
the Net Revenues but which (a) is, by the express terms of such indebtedness or obligation, subordinate to the
pledge made in the General Resolution securing Parity Obligations and (b) otherwise meets the requirements
of the General Resolution.

“Substantial Completion” has the meaning set forth in the Management Contract

“Supplemental Resolution” means any amendment, modification or supplement to the General
Resolution executed in accordance with the provisions of the General Resolution.

“Supplier” means the Metropolitan Government acting solely as the provider of services under the
Customer Contract and not in its general governmental capacity.

“Surplus Fund” means the fund so designated and established by Metropolitan Government
pursuant to the General Resolution.

“ System” means (i) with respect to the General Resolution, the Management Contract and the Officia
Statement the energy generating facility to be constructed pursuant to the Management Contract (including the
Initial System Improvements) any additional facilities for the generation, storage or distribution of thermal
energy through the EDS, and the EDS, including any expansions thereto designated by the Metropolitan
Government as part of the System, and (ii) with respect to the Customer Contracts, the energy generating
facilities and the Energy Distribution System, including any improvements, replacements, modifications,
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additions, expansions, substitutions or relocations thereof, but shall not include any expansion of the
Distribution System or addition of new generating facilities to serve such expansion.

“System Improvement” means any planning, development, financing, construction, operation or
maintenance undertaken in whole or in part by the Metropolitan Government for the additions or
improvements to, or replacements of the System.

“ System Improvement Costs’ means the Capital Costs of a System Improvement.

“System Improvement Fund” means the fund so designated and established by the Metropolitan
Government pursuant the General Resolution.

“System Improvement Fund Requirement” means, with respect to any month, that amount which
the Metropolitan Government determines in its Annual Budget $all be the System Improvement Fund
Requirement for that month.

“Tax and Nonarbitrage Certificate” means the tax and nonarbitrage certificate executed by the
Metropolitan Government in connection with any Parity Obligations which are issued as Tax-Exempt Parity
Obligations, which certificate relates to the exclusion from gross income pursuant to the Code of interest of
such Parity Obligations.

“Tax-Exempt Parity Obligation” means any Parity Obligation the interest on which is intended to
be excludable from gross income pursuant to the Code (notwithstanding the application of the provisions of the
Code relating to aternative minimum taxation).

“Term” means the Initial Term and any Renewal Term.

“Termination Date” means the last day of the Term of the Management Contractor such earlier date
as the Management Contractis terminated pursuant thereto.

“Thermal” means Nashville Therma Transfer Corporation.
“Thermal Facility” means the existing waste-to-energy and ancillary facilities owned by the
Metropolitan Government and operated by Thermal and which currently supplies steam and chilled water to

the existing customers of the System.

“Thermal Inefficiency Fuel Surcharge’ means the charge so designated in Section 2.2 (d) of the
Customer Contract and calculated in accordance therewith.

“Ton” means refrigeration capacity equivaent to the cooling capacity of one ton of ice melting in a
period of twenty-four hours (at arate of 12,000 BTU per hour).

“Transition Date” means Service Commencement Date,

“Trust Estate” means the collateral pledged as security for the Parity Obligations under the General
Resolution.

“Trustee” means SunTrust Bank and any other person at any time substituted in its place in
accordance with the terms of the General Resolution.

“Uncontrollable Circumstance” means any act, event or condition that is beyond the reasonable
control of, and is not also the result of the willful or negligent act, error or omission, failure to exercise
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reasonable diligence, or breach of the Management Contract on the part of, the party relying thereon as
justification for not performing an obligation or complying with any condition required of such party under the
Management Contract, and that interferes with or materially increases the cost of performing its obligations
hereunder (other than payment obligations).

D Inclusions. Subject to the foregoing, Uncontrollable Circumstances shall include,
and shall not be limited to, the following:

@ a Change in Law (including a Change in Law imposing or increasing taxes
imposed on the services provided by the Contractor under the Management Contract, but
excluding any tax based on income or value added or any tax in replacement thereof);

(b) the existence of a Pre Existing Environmental Condition;

(©) contamination of the Fecility Site, the Facility or EDS from groundwater,
soil or airborne Hazardous Material migrating from sources outside the Facility Site and not
caused by Contractor fault;

(d) naturally occurring events (except reasonably anticipated weather conditions
norma for the Nashville region of the United States) such as landdides, underground
movement, earthquakes, lightning, fires, tornadoes, hurricanes, floods, epidemics, and other
acts of God;

(e explosion, sabotage or similar occurrence, acts of a declared public enemy,
extortion, war, blockade or insurrection, riot or civil disturbance;

(f labor disputes, except labor disputes involving the employees of Contractor,
its affiliates, or subcontractors;

(¢)] the failure of any subcontractor or the Metropolitan Government, other than
the Contractor, the Guarantor or any affiliate of either, to furnish services, materials,
chemicals or equipment on the dates agreed to, but only if such failure is the result of an event
which would constitute an Uncontrollable Circumstance if it affected the Contractor directly,
and the Contractor is not able after exercising all reasonable efforts to timely obtain
substitutes;

(h) the failure of any appropriate Governmental Body or private utility having
operationa jurisdiction in the area in which the Facility is located to provide and maintain
utility service to the Facility which is required for the performance of the Management
Contract;

@) any failure of title to the Facility Site or the EDS Site or affecting any
easements required for operation of the Steam or the performance of the Construction Work
or any enforcement of any encumbrance on the Facility or the System not consented to in
writing by, or arising out of any action or agreement entered into by, the party adversely
affected thereby;

0 the preemption of materials or services by a Governmental Body in
connection with a public emergency or any condemnation or other taking by eminent domain
of any material portion of the Facility Site;

(k) any existing condition of the EDS as of the Contract Date; and
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0] any failure by Metro to procure Fuels at any time when Metro is obligated to
procure Fuels for the Facility.

(2 Exclusions. It is specificaly understood that, without limitation, none of the
following acts, events or circumstances shall constitute Uncontrollable Circumstances:

@ any act, event or circumstance that would not have occurred if the affected
party had complied with its obligations under the Management Contract;

(b) changes in interest rates, inflation rates, labor costs, insurance costs,
commodity prices, currency values, exchange rates or other general economic conditions;

(©) changes in the financial condition of Metro, the Contractor, the Guarantor,
or their affiliates or subcontractors affecting the ability to perform their respective
obligations;

(d) the consequences of error, neglect or omissions by the Contractor, the

Guarantor, any subcontractor, any of their affiliates or any other person in the performance of
the Contract Services;

(e union or labor work rules, requirements or demands which have the effect of
increasing the number of employees employed at the Facility or otherwise increasing the cost
to the Contractor of performing the Contract Services,

(f mechanical failure of equipment, unless such a failure is the result of a
condition that is listed in the “Inclusions’ section of this definition;

(¢)] power outages caused by the claiming party;

(h) any impact of prevailing wage or similar laws, customs or practices on the
Contractor's costs;

(@) reasonably anticipated weather conditions for the geographic region of
Metro;

() any action taken by a Governmental Body to enforce compliance with

Applicable Law in effect on the date of the Management Contract;

(K) failure of Contractor to secure applicable patents;
0] a Change in Law pertaining to income taxes or similar taxes in replacement
thereof; or

(m) any Change in Law (including the issuance of any Governmental Approval,
the enactment of any statute, or the promulgation of any regulation) the terms and conditions
of which do not impose more stringent or burdensome requirements on the Contractor than
are imposed by the Contract Standards; or

(n) any regulation of the Contractor as a “utility” by any Governmental Body
unless such regulation results from a Change in Law.
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“Utilities” means any and all utility services and installations whatsoever provided by unrelated third
parties (including gas, water, electricity, telephone, and telecommunications), and all piping, wiring, conduits,
and other fixtures of every kind whatsoever related thereto or used in connection therewith.

“Variable Rate Obligation” means as of any date of determination any Parity Obligation with
respect to which the interest rate borne thereby may vary during any part of its remaining term.
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APPENDI X B-I
SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION
Authorization by the General Resolution, Terms and Issuance of Parity Obligations

Resolution to Congtitute Contract; Parity Obligations. In consideration of the purchase and
acceptance or execution and delivery of the Parity Obligations by the Beneficiaries from time to time, the
provisions of the General Resolution shall be a part of the contract of the Metropolitan Government and the
Beneficiaries and shall be deemed to be and shall congtitute a contract among the Metropolitan Government,
the Trustee and the Beneficiaries from time to time of Parity Obligations. The pledges and assignments made
and the provisions, covenants and agreements set forth in the General Resolution to be performed by or on
behalf of the Metropolitan Government shall be for the equal benefit, protection and security of the
Beneficiaries of any and all of such Parity Obligations, each of which, regardless of the time or times of its
issue or execution or maturity or term, shall be of equal rank without preference, priority or distinction over
any other thereof except as expressly provided in the General Resolution. (Section 2.1)

Obligation of the Metropolitan Government With Respect to Parity Obligations. The Parity
Obligations authorized to be issued or executed and delivered under or pursuant to the General Resolution
shall be authorized pursuant to the Act and the Charter and shall be limited obligations of the Metropolitan
Government payable solely from the Trust Estate. The Parity Obligations shall not be deemed to constitute a
full faith and credit general obligation of the Metropolitan Government for which there is aright to compel the
exercise of the ad valorem taxing power of the Metropolitan Government. (Section 2.2)

Conditions Precedent to the Execution and Delivery of Parity Obligations. The Metropolitan
Government may execute or enter into and deliver any Parity Obligation pursuant to the terms of the General
Resolution only if the Metropolitan Government has delivered or caused to be delivered to the Trustee with
respect to such Parity Obligation the following:

(@) An original executed counterpart or a copy, certified as correct and complete by an
Authorized Officer of the Metropolitan Government, of the General Resolution, together with all
Supplemental Resolutions, including the Supplemental Resolution, if any, authorizing such Parity
Obligation.

(i) An opinion of Bond Counsel substantialy to the effect that (a) the General
Resolution and each Supplemental Resolution are in full force and effect and are valid and binding on
the Metropolitan Government in accordance with their respective terms and that the Metropolitan
Government may lawfully execute such Parity Obligation; (b) the General Resolution creates a valid
pledge which it purports to create of the Net Revenues, moneys, security, assets and funds which are
held or set aside under the terms of the General Resolution to the payment of such Parity Obligation,
subject only to the provisions of the General Resolution permitting the application thereof for or to the
purposes and on the terms and conditions set forth in the General Resolution; and (c) the Parity
Obligation is a valid and binding obligation of the Metropolitan Government, as provided in the
General Resolution and the applicable Supplemental Resolution and Parity Obligation Agreement, and
the person or persons with whom the Metropolitan Government executes the Parity Obligation or the
Parity Obligation Agreement or both, as applicable, are entitled to the benefits of the General
Resolution, and that the Parity Obligation or the Parity Obligation Agreement or both, as applicable,
have been duly and validly executed in accordance with applicable law and in accordance with the
terms of the General Resolution; provided, however, that such opinion may take exception for
limitations imposed by or resulting from bankruptcy, insolvency, moratorium, reorganization or other
laws affecting creditors' rights generally, general ginciples of equity and the exercise of judicial
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discretion and may expressly disclaim any responsibility for any financial or statistical data furnished
to satisfy a condition precedent.

(i) A copy of any resolution of the Metropolitan Government authorizing the issuance or
execution and delivery of such Parity Obligation or Parity Obligation Agreement or both, as
applicable (certified by the appropriate official), and any instruments which are required to be
delivered pursuant to such Parity Obligation Agreement.

(iv) If credit enhancement or liquidity support is to be provided at the time of issuance of
the Parity Obligation, the executed Credit Fecility, if any, relating to the Parity Obligation.

(V) A certificate of an Authorized Officer of the Metropolitan Government stating that
(a) the Metropolitan Government is not in default with respect to any Parity Obligation or Parity
Obligation Agreement, and (b) the Metropolitan Government is not in default in the performance of
any of its covenants and agreements under the General Resolution.

(vi) Except with respect to (a) the Initial Parity Obligations, (b) Parity Obligations issued
or executed and delivered to refund other Parity Obligations for the purpose of reducing debt service
and (c) Parity Obligations issued or executed and delivered for the purpose of financing repairs or
improvements necessary (as evidenced by a certificate of an Authorized Officer of the Metropolitan
Government) for the operation of the System, a certificate of an Authorized Officer of the
Metropolitan Government to the effect that (y) Net Revenues for the immediately preceding Fiscal
Year (including all payments by the Metropolitan Government pursuant to its covenant to pay for
energy services and deficiencies in debt service and operating expenses were at least equa to Parity
Obligation Debt Service Expenses for such Fiscal Year and (z) projected Net Revenues for the current
Fiscal Year (including all payments by the Metropolitan Government pursuant to its covenant to pay
for energy services and deficiencies in debt service and operating expenses included in a then current
appropriation), taking into account the proposed issue or execution and delivery of Parity Obligations
and the expenses related to the project financed with proceeds of such Parity Obligations, are expected
to be at least sufficient to pay Parity Obligation Debt Services Expenses for such Fiscal Year.

Notwithstanding the foregoing, the certification described in paragraph (v) above is not required for
(a) the issuance or the execution and delivery of Parity Obligations to finance any Capital Cost or other cost of
the System which is required to be incurred in order to avoid a violation of applicable law, or to pay any final
judgment against, or finance any other obligation imposed by law on, the Metropolitan Government related to
the operation of the System or (b) the issuance of Completion Obligations upon the filing of a certificate of a
Consulting Expert that the Capital Costs to be financed by the Parity Obligations is a cost included within the
definitions of Completion Obligations. (Section 2.5)

Creation of Liens,; Subordinated Obligations. Except as provided in this paragraph, the Metropolitan
Government shall not issue any bonds, notes, or other evidences of indebtedness or enter into any obligations,
other than Parity Obligations, which are secured by a pledge of or other lien or charge on the Net Revenues
and shall not create or cause to be created any lien or charge on such Net Revenues under the terms o the
General Resolution; provided, however, that neither this section nor any other provision of the Generd
Resolution prevents the Metropolitan Government from issuing bonds, notes or other evidences of
indebtedness or obligations for the purposes of the System which are payable out of or which are secured by a
pledge of Net Revenues which are to be derived on and after such date as there is no longer any Parity
Obligation outstanding. In addition, the Metropolitan Government is not prevented from issuing bonds or
notes or other indebtedness or obligations for the purposes of the System which are payable out of or which are
secured by a subordinate pledge of the Net Revenues or by a pledge of amounts in the surplus fund
(“Subordinated Obligations®), provided that such obligations recite on their face that (a) such pledge of said
amounts is and shall be in all respects subordinate to the provisions of the General Resolution and the lien and
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pledge created by the General Resolution, and (b) no payment of the principal or redemption price of or
interest on such obligations shall be made in any year, nor shall any Revenues or other assets of the System be
applied to the purchase or other acquisition or retirement of such obligation if an Event of Default has occurred
and is continuing or would occur immediately after giving effect to such payment or application. Subordinated
Obligations may be issued pursuant to a Supplemental Resolution. (Section 2.7)

Amendment of Parity Obligation and Parity Obligation Agreements. Once executed and authenticated
in accordance with the General Resolution any Parity Obligation or Parity Obligation Agreement shall then be
considered a Supplemental Agreement which may be amended only in accordance with the terms of the
Genera Resolution. (Section 2.8)

Pledge; Limited Obligation

The Pledge Effected by the General Resolution. Subject to the provision set forth in the next
succeeding paragraph, to secure the payment of the principal or redemption price, if any, of and interest on, the
Parity Obligations (including Sinking Fund Installments for the retirement thereof) in accordance with their
terms and the provisions of the General Resolution and the performance by the Metropolitan Government of
all of its obligations under the terms and provisions of the General Resolution, the Metropolitan Government
does thereby pledge and assign to the Trustee, and grant to the Trustee a security interest in, (i)(a) the proceeds
of the sale of Parity Bond Obligations, (b) the Net Revenues, (c) al funds and accounts established by the
General Resolution (net of amounts required to pay Operating Expenses), including the moneys or
investments, if any, therein or thereof (provided a Debt Service Reserve Fund shall be pledged only to the
series of Parity Bond Obligations for which such Debt Service Reserve Fund has been established), subject
only to the provisions of the General Resolution permitting the application thereof for the purposes and on the
terms and conditions set forth in the Genera Resolution, and (ii) the right, title and interests of the
Metropolitan Government in, to and under, including the right to receive payments or other amounts (net of
amounts required to pay Operating Expenses) (@ the Customer Contracts, (b) any Management Contract, (c)
any Performance Guaranty, and (d) any Fuel Purchase Contract The money and property pledged by the
General Resolution shall immediately be subject to the lien of such pledge without any physical delivery
thereof or further act and such lien shall be valid and binding against all parties having claims of any kind in
tort, contract or otherwise, irrespective of whether such parties have notice hereof.

The pledge made in the above paragraph shall become effective immediately upon the issuance of the
Initial Parity Obligations, provided, however, the pledge of (i) all Revenues derived from amounts received by
the Metropolitan Government pursuant to the Interim Customer Contracts and (ii) the Interim Customer
Contracts shall be effective only during the Pledge Period. (Section 5.1)

Limited Obligation of the Metropolitan Government. All Parity Obligations are limited obligations of
the Metropolitan Government and any payments required thereunder obligate the Metropolitan Government
solely from the moneys, funds and accounts which are pledged, as and to the extent provided in the General
Resolution hereof and pursuant to the terms of any Parity Obligation Agreement. Any Beneficiary of a Parity
Obligation with the Metropolitan Government is entitled  the benefit of the continuing pledge and lien
created by the General Resolution to secure the full and final payment of any amounts required to be paid by
the Metropolitan Government pursuant to such Parity Obligations, subject only to the provisions of the Genera
Resolution permitting the application of any pledged amounts for or to the purposes and on the terms and
conditions set forth in the General Resolution.

No recourse shall be had for the payment of the Parity Obligations, or interest thereon, or any part
thereof, against the general funds of any local government, including the Metropolitan Government, nor shall
the full faith and credit or taxing power of any local government, including the Metropolitan Government, be
deemed to be pledged to the payment of the Parity Obligations.



The Parity Obligations and interest thereon, shall not be a debt of the local government, including the
Metropolitan Government, nor a charge, lien or encumbrance, legal or equitable, upon any property of the
local government, including the Metropolitan Government, or upon any income, receipts or revenues of the
local government, including the Metropolitan Government, other than the Net Revenues that have been
pledged to the payment of the Parity Obligations. Every Parity Obligation shall recite in substance that the
Parity Obligation including interest thereon, is payable solely from the revenues pledged to the payment
thereof and that the Metropolitan Government is under no obligation to pay the same, except from those
revenues.

In consideration of the purchase or execution of Parity Obligations by various Beneficiaries from time
to time, the provisions of the Genera Resolution are deemed to be and do constitute a contract between
Metropolitan Government and any Beneficiary, and the covenants and agreements set forth in the General
Resolution are for the equal and ratable benefit of each Beneficiary. The pledge which is made in the General
Resolution is for the equal benefit, protection and security of any Beneficiary which holds a Parity Obligation
of the Metropolitan Government, subject only to the provisions of the General Resolution permitting the
application of any pledged amounts for or to the purposes and on the terms and conditions set forth in the
General Resolution. (Section 5.2)

Establishment of Funds and Accounts

The Metropolitan Government hereby establishes and creates the following special funds and accounts
for the System:

D Operating Fund;
@ General Account
(b) EDS Repair and Improvement Account
(c) Customer Reconciliation Account
(d) Contract Termination Account
(e Resold System Capacity Account
2 Operating Reserve Fund;
(©)] Debt Service Fund,
()] Debt Service Reserve Fund;
5) Renewa and Replacement Fund;

(6) System Improvement Fund;
@ Construction Account

(b) Capitalized Interest Account
(c) Retainage Account
@) Energy Conservation Fund; and

€] Surplus Fund.
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Each of said funds and accounts shall be held by the Trustee. Other funds, accounts and subaccounts
may be created as necessary or desirable to effectuate the purposes of the General Resolution. (Section 5.3)

Application of Funds and Accounts

System Improvement Fund. Proceeds of the sale of any series of Parity Bond Obligations (other than
(i) Refunding Obligations, (ii) amounts required to be deposited in the Debt Service Fund in respect of interest
accrued to the date of issuance or capitalized interest to be funded from such proceeds, or (iii) amounts
required to be deposited in the Debt Service Reserve Fund, the Operating Fund and the Operating Reserve
Fund in order that amounts on deposit therein equal the Debt Service Reserve Fund Deposit Requirement, the
Projected Net Operating Expense Amount and the Operating Reserve Fund Requirement, respectively) shall be
deposited in the Construction Account of the System Improvement Fund. (Section 4.1)

Amounts on deposit in the System Improvement Fund shall be applied for any of the following
purposes: (i) the payment of Costs of Issuance; (ii) the payment of Debt Service on Parity Obligations to the
extent that the amount in the Debt Service Fund on any interest payment date is insufficient therefor; (iii) the
payment of all Costs of Construction; (iv) the payment of notes issued for the payment of costs reasonably
necessary in connection with the acquisition and construction of the System or any portion thereof; and (v)
transfer to the Debt Service Fund to prepay Parity Obligations. (Section 4.2)

Construction Account. There shall be deposited to the Construction Account (i) the portion of the
proceeds of Parity Obligations or Subordinated Obligations designated by the Metropolitan Government to be
deposited therein for System Improvements and Costs of Issuance (which amounts shall be held by the
Trustee), (ii) al amounts transferred from the Operating Fund pursuant to the General Resolution for deposit
therein, (iii) amounts paid by Customers as interconnection charges pursuant to an Additional Customer
Contract, and (iv) any other amounts transferred to the System Improvement Fund by the Metropolitan
Government for deposit in the Construction Account therein.

The Construction Account shall be used for the payment of costs of capital improvements to the
System. Upon the filing with the Metropolitan Treasurer of a Certificate signed by the Project Administrator
stating that construction of a System Improvement has been substantially completed and setting forth an
amount necessary to pay all unpaid Costs of Construction, the Metropolitan Treasurer shall direct the Trustee
to deposit, and the Trustee shall deposit, in the Debt Service Fund all amounts in excess of the amount
specified as necessary to pay al unpaid Costs of Construction, provided, however, the Metropolitan
Government may by resolution authorize another use of such funds if, in the opinion of Bond Counsel, such
use is permitted under the terms of the General Resolution and will not adversely affect the exclusion of
interest on the applicable Parity Obligations from gross income for federal income tax purposes. (Sections 4.2
and 5.9)

Capitalized Interest Account. There shall be deposited in the Capitalized Interest Account that portion
of the amounts of a series of Parity Obligations designated by the Metropolitan Government to be deposited
therein for payment of Parity Obligation Debt Service Expenses during construction of a System Improvement.

During the period of construction of a System Improvement, amounts on deposit in the Capitalized
Interest Account shall be transferred to the applicable account in the Debt Service Fund and applied to the
payment of the Parity Obligations Debt Service Expenses on the Parity Obligations to which such proceeds
relate to the extent amounts on deposit in the applicable account of the Debt Service Fund are not sufficient to
make such payments as they become due; provided, however, upon commencement of service of a System
Improvement, and with respect to the Initial Parity Obligations, upon the Service Commencement Date, the
Metropolitan Government may direct the Trustee to transfer, and if so directed the Trustee shall transfer, the
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applicable proceeds on deposit in the Capitalized Interests Account to the construction Account to be applied
to the payment of the Costs of a System Improvement to which such proceeds relate.

Upon completion of construction of a System Improvement, related proceeds remaining on deposit in
the Capitalized Interest Account shall, at the written direction of the Metropolitan Government, be transferred
to the applicable account of the Debt Service Fund.(Section 5.9)

Retainage Account. As shall be directed in writing to the Trustee by the Metropolitan Government,
there shall be transferred from the Construction Account and deposited in the Retainage Account, such
amounts as are required to be retained pursuant to the applicable construction contract.

Amounts on deposit in the Retainage Account shall be invested in Investment Securities at the
direction of the Metropolitan Treasurer. Any income earned or loss suffered as a result of such investment
shall be credited or charged, as the case may be, to the Retainage Account. Amounts on deposit in the
Retainage Account shall be paid to the contractor entitled thereto upon a Requisition submitted to the Trustee
by the Metropolitan Treasurer and signed by the Project Administrator.

If at any time there shall be insufficient amounts available for payment of Operating Expenses in the
Operating Fund and in the Operating Reserve Fund, the Metropolitan Government may transfer amounts in the
System Improvement Fund (other than proceeds of Parity Obligations deposited therein) to the General
Account of the Operating Fund to the extent reasonably necessary to pay such Operating Expenses.

If at any time there shall be insufficient amounts in the Debt Service Fund to pay Parity Obligation
Debt Service Expenses when due, the Metropolitan Government may transfer amounts in the System
Improvement Fund to the Debt Service Fund to the extent reasonably necessary to make such payments when
due provided that proceeds of Parity Obligations shall be gplied solely to pay principal (or interest during a
construction period) of the issue of obligations from which the proceeds are derived. (Section 5.9)

Deposit of Revenues and Other Payments in Operating Fund.

Operating General Account. Except as otherwise provided in the General Resolution or in any
Supplemental Resolution, all Revenues shall be collected by or on behalf of the Metropolitan Government and
shall be deposited in the General Account of the Operating Fund in amounts which shall be sufficient to:

@) pay Operating Expenses;
(i) make payments when due on all Parity Obligations and Subordinated Obligations;

(iii) restore any Debt Service Reserve Fund to the Debt Service Reserve Fund
Requirement;

(iv) fund all other funds and accounts established pursuant to the General Resolution at
their required levels;

(v) fund all funds established pursuant to any Parity Obligation Agreement at their
required levels;

(vi) fund all necessary administration, repairs, replacements, renewals and improvements
to the System.

Except as otherwise provided below in the General Resolution, the Metropolitan Government shall
apply amounts in the General Account to pay Operating Expenses (including payments for services under a
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Management Contract), consistent with Metropolitan Government procurement and payment procedures. In
addition, following the Service Commencement Date, on the first Business Day of each month the
Metropolitan Government shall, after retaining amounts in the General Account equal to the Projected Nt
Operating Expense Amount, make the following transfers of funds out of the General Account, in the order of
priority set forth below, if and to the extent sufficient funds are available:

(@) First, the Metropolitan Government shall transfer from the General Account to the
Debt Service Fund an amount such that the balance in the Debt Service Fund shall be equal to
Accrued Interest and Accrued Principal on al Parity Obligations through the first day of the following
month;

(i Second, the Metropolitan Government shall transfer from the General Account to the
applicable Debt Service Reserve Fund for each issue of Parity Obligations, an amount equal to the
Debt Service Reserve Fund Deposit Requirement;

(i) Third, the Metropolitan Government shall transfer from the General Account to the
Operating Reserve Fund, (i) during the first twenty-four months following adoption of the General
Resolution and issuance of the Initial Parity Obligations, until such time as the balance in the
Operating Reserve Fund equals the Operating Reserve Fund Requirement, an amount equal to 1/24 of
the Operating Reserve Fund Requirement and (ii) following such twenty-four month period the
amount, if any, necessary to increase the balance in the Operating Reserve Fund to the Operating
Reserve Fund Requirement;

(iv) Fourth, the Metropolitan Government shall transfer from the General Account to the
Renewal and Replacement Fund, an amount equal to the Renewal and Replacement Fund
Requirement;

(v) Fifth, the Metropolitan Government shall transfer from the General Account to the
System Improvement Fund, an amount equal to the System Improvement Fund Requirement for the
applicable month;

(vi) Sixth, the Metropolitan Government may, but shall not be required to, during each
month, after making all transfers required in paragraphs (i) through (v), transfer any surpluses in the
General Account to the Surplus Fund; provided such transfer may be made only if (x) thereis reserved
in the General Account an amount sufficient to pay Operating Expenses during the six-month period
immediately following such transfer, (y)there is reserved in the Debt Service Fund an amount
sufficient to pay (1) al Parity Obligation Debt Service Expenses coming due during the six-month
period immediately following such transfer and (2) al other funds at their required levels.

Notwithstanding the foregoing, if on the first Business day of each month it is determined that after
payment of al amounts required to be deposited in the General Account of the Operating Fund, there shall be
insufficient amounts available for deposit in the Debt Service Fund to pay Parity Obligation Debt Service
Expenses when due, the Metropolitan Government shall not reimburse itself as an Operating Expense for its
Incremental Costs then due and payable and shall delay payment of such Incremental Costs until sufficient
Revenues become available under the General Resolution.

Notwithstanding the foregoing, in lieu of the required deposits of Revenues into the applicable Debt
Service Reserve Fund, the Metropolitan Government may cause to be deposited into the applicable Debt
Service Reserve Fund a reserve fund insurance policy, surety bond or reserve fund letter of credit for the
benefit of the Bondowners in an amount equal to the difference between the applicable Debt Service Reserve
Fund Requirement and all or a portion of the sums then on deposit in the applicable Debt Service Reserve
Fund, if any. Any such reserve fund insurance policy, surety bond or reserve fund letter of credit shall be
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payable or available to be drawn upon, as the case may be (upon the giving of notice as required thereunder),
on any interest or principal payment date for the Parity Obligations on which a deficiency exists which cannot
be cured by moneys in any other fund or acount held pursuant to the General Resolution and available for
such purpose If a disbursement is made under a reserve fund insurance policy, surety bond or reserve fund
letter of credit, the Metropolitan Government shall be obligated to either reinstate the maximum limits of such
reserve fund insurance policy, surety bond or reserve fund letter of credit following such disbursement equal to
the applicable Debt Service Reserve Fund Requirement or to deposit into the applicable Debt Service Reserve
Fund from the Net Revenues, as provided, in the General Resolution funds in the amount of the disbursement
made under such reserve fund insurance policy, surety bond or reserve fund letter of credit, or a combination
of such aternatives as shall equal the applicable Debt Service Reserve Fund Requirement. Any amounts
released from the applicable Debt Service Reserve Fund by virtue of a deposit of a reserve fund insurance
policy, surety bond or reserve fund letter of credit shall be deposited into the Construction Account of the
System Improvement Fund and applied to the payment of the Costs of Construction until the System
Improvements are complete. Thereafter, any such released amounts shall be transferred to the applicable Debt
Service Fund for payment of principal next due on the Parity Obligations. (Section 5.4(B))

EDS Repair and |mprovement Account. There shall be deposited to the EDS Repair and Improvement
Account (i) all amounts paid by Customers pursuant to the Customer Contracts as an allowance for repairs and
upgrades to the EDS, and (ii) any other amounts transferred to the EDS Repair and Improvement Account by
the Metropolitan Government for deposit therein, in each case as instructed in writing to the Trustee by the
Metropolitan Government.

Amounts on deposit in the EDS Repair and Improvement Account shall be applied exclusively to the
payment of repairs and upgrades to the EDS which have been approved by the Metropolitan Government in
accordance with the Management Contract (or a replacement or substitute operating contract) and filed with
the Trustee by the Metropolitan Treasurer, but only upon submission to the Trustee by the Operator of a
requisition signed by a representative of the Operator and otherwise satisfying the requirements of the Generd
Resolution. Repairs and upgrades to the EDS not previously filed with the Trustee by the Metropolitan
Treasurer shall be paid from the EDS Repair and Improvement Account only upon submission of a requisition
signed by the Project Administrator and submitted to the Trustee by the Metropolitan Treasurer. (Section
5.4(C))

Customer Reconciliation Account. Prior to making a transfer to the Surplus Fund, there shall be
deposited in the Customer Reconciliation Account at the end of each Fiscal Year, the amounts, if any, paid by
Customers, in excess of the amount actually due under the Customer Contracts for the applicable Fiscal Y ear,
asinstructed in writing to the Trustee by the Metropolitan Government.

The amount on deposit in the Customer Reconciliation Account shall be calculated at the beginning of
each Fiscal Year and transferred in twelve equal installments to the General Account of the Operating Fund
over the next succeeding Fiscal Year for application in accordance with the General Resolution. (Section
5.4(D))

Contract Termination Account. There shall be deposited upon receipt in the Contract Termination
Account, (i) any amounts allocable to a Customer’s share of operating expenses paid by a Customer in
accordance with its Customer Contract as a result of early termination of such contract, and (ii) amounts paid
as damages by an Operator (other than any amounts required to prepay Parity Obligations) as a result of the
early termination of a Management Contract because of a default by an Operator, in each case as instructed in
writing to the Trustee by the Metropolitan Government.

Amounts on deposit in the Contract Termination Account shall be applied at the direction of the
Metropolitan Government to the payment of Operating Expenses.
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If at any time there shall be insufficient amounts in the Debt Service Fund to pay Parity Obligation
Debt Service Expenses when due, and there are amounts available in the Contract Termination Account, the
Metropolitan Government may transfer amounts in the Contract Termination Account to the Debt Service
Fund to the extent reasonably necessary to make such payments when due (Section 5.4(E))

Resold System Capacity Account. There shall be deposited monthly into the Resold System Capacity
Account that portion of Revenues representing Customer Reimbursable Amounts. Revenues derived from the
resde of System energy capacity in excess of Customer Reimbursable Amounts shall be deposited in the
General Account of the Operating Fund for application in accordance with the General Resolution.

Amounts on deposit in the Resold System Capacity Account shall be applied by the Trustee upon the
direction of the Metropolitan Government exclusively to reimburse Customers for amounts paid to the Trustee
upon early termination of a Customer Contract in accordance with the provisions of such Customer Contract
(Section 5.4(F))

Debt Service Fund. There shall be deposited in the Debt Service Fund (i) al amounts transferred from
the Operating Fund pursuant to the General Resolution for deposit therein, (i) al amounts transferred from the
Operating Reserve Fund, the Renewal and Replacement Fund, the System Improvement Fund and the Surplus
Fund as set forth in the General Resolution for deposit therein, (iii) amounts paid by the Initial Operator
pursuant to clause(i) of Section 12.01 (B) of the Management Contract, (iv) amounts paid by the Initia
Operator pursuant to clause (i) of Section 11.14 (A), or Section 11.14 (B) or (C) of the Management Contract,
(v) the alocable amounts paid by any Initial Customer under its Initial Customer Contract as a condition of
reducing its committed capacity, (vi) the amounts allocable to capital costs of the System paid by the Initia
Customers as a condition of terminating an Initial Customer Contract, and (vii) any other amounts transferred
to the Debt Service Fund by the Metropolitan Government for deposit therein.

There shall be paid out of the Debt Service Fund, as follows (on a parity basis without priority of any
Parity Obligations over the others) to the respective Paying Agents for any of the Parity Obligations, at least 7
days before (but no longer than 14 days before) each date on which Parity Obligation Debt Service Expenses
are due, the amounts required for the payment of such Parity Obligation Debt Service Expenses, and such
amounts shall be applied by such Paying Agents to such payments.

The amounts accumulated in the Debt Service Fund for each Sinking Fund Installment may be applied
(together with amounts with respect to interest on the Parity Obligations for which such Sinking Fund
Installment was established) prior to the seventy-fifth day preceding the due date of such Sinking Fund
Installment as follows. (i) to the purchase of Parity Obligations of the issue and maturity for which such
Sinking Fund Installment was established, at prices (including any brokerage and other charges) not exceeding
the Redemption Price payable for such Parity Obligations when such Parity Obligations are redeemable by
application of such Sinking Fund Installments plus unpaid interest accrued to the date of purchase, or (ii) to the
redemption of such Parity Obligations, if then redeemable by their terms, at the Redemption Price referred to
in clause (i).

Upon the purchase or redemption of any Parity Obligations as provided above, an amount equal to the
principal amount of the Parity Obligation so purchased or redeemed shall be credited toward the next Sinking
Fund Installment thereafter to be come due with respect to such Parity Obligations of the same issue and
maturity. (Section 5.5)

Debt Service Reserve Fund. On the date of delivery of any series of Parity Obligations that is secured
by a Debt Service Reserve Fund, there shall be deposited in such Debt Service Reserve Fund an amount equal
to the Debt Service Reserve Fund Requirement for such series. There aso shall be deposited in any Debt
Service Reserve Fund (i) all amounts transferred from the Operating Fund pursuant to the General Resolution,



and (ii) any other amounts transferred to the Debt Service Reserve Funds by the Metropolitan Government for
deposit therein.

Amounts on deposit in a Debt Service Reserve Fund shall be applied (i) on the third Business Day
preceding any principal or interest payment date if amounts in the applicable account of the Debt Service Fund
created for the Parity Obligations secured by such Debt Service Reserve Fund are insufficient to make the
payment due on such Parity Obligations on such principal or interest payment date, in an amount sufficient to
make up any deficiency and (ii) at such time as the amount in the Debt Service Reserve Fund and the
applicable account of the Debt Service Fund created for the Parity Obligations secured by such Debt Service
Reserve Fund equals or exceeds all principal and interest payments due or to become due with respect to the
Parity Obligations secured by the Debt Service Reserve Fund, to the appropriate account of the Debt Service
Fund to make principal payments on the series of Parity Obligations secured by the Debt Service Reserve
Fund. (Section 5.6)

Operating Reserve Fund. There shall be deposited to the Operating Reserve Fund (i) al amounts
transferred from the Operating Fund pursuant to the General Resolution for deposit therein; (ii) the amounts
received by the Metropolitan Government under the Interim Customer Contracts during the Interim Pledge
Period in an amount not to exceed $3,000,000; and (ii) any other amounts transferred to the Operating Reserve
Fund by the Metropolitan Government for deposit therein.

Amounts on deposit in the Operaing Reserve Fund (i) may be used by the Metropolitan Government
at any time in any Fiscal Year to pay anticipated or unanticipated Operating Expenses, (ii) may be applied by
the Metropolitan Government in any Fiscal Year to offset any increases in the rates required to be paid by the
Metropolitan Government pursuant to its Metropolitan Government Customer Contract or the General
Resolution as a result of business interruption or any unusual, unexpected or extraordinary costs incurred, or
revenue declines suffered, by the System subsequent to the adoption of the Annual Budget for such Fiscal Y ear
or (iii) may be transferred to the Operating Fund. Any such use of amounts in the Operating Reserve Fund
shall be specified, if applicable, in the Annual Budget or in any amended Annua Budget adopted in
accordance with the General Resolution. Amounts in the Operating Reserve Fund are intended to be used to
levelize revenue requirements and therefore minimize rate adjustments that may otherwise be required in
Customer Contracts that permit or require rate adjustments and the Metropolitan Government is under no
obligation to retain amounts in the Operating Reserve Fund as security to pay Parity Obligation Debt Service
Expenses.

If a any time there shall be insufficient amounts in the Debt Service Fund to pay Parity Obligation
Debt Service Expenses when due, and there are amounts available in the Operating Reserve Fund, the
Metropolitan Government may transfer amounts in the Operating Reserve Fund to the Debt Service Fund to
the extent reasonably necessary to make such payments when due. (Section 5.7)

Renewal and Replacement Fund. There shall be deposited to the Renewal and Replacement Fund
(i) all amounts transferred from the Operating Fund pursuant to the General Resolution for deposit therein, and
(i) any other amounts transferred to the Renewal and Replacement Fund by the Metropolitan Government for
deposit therein.

Amounts on deposit in the Renewal and Replacement Fund shall be applied to the payment of (i) any
reasonable and necessary cost of major repairs, renewals, replacements or maintenance items of a type not
recurring annually or at shorter intervals, and (ii) repairs, renewals or replacements resulting from the
occurrence of uncontrollable events or circumstances.

If at any time there shall be insufficient amounts in the General Account of the Operating Fund and
the Operating Reserve Fund to pay Operating Expenses, the Metropolitan Government may transfer amounts
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in the Renewal and Replacement Fund to the General Account of the Operating Fund to the extent reasonably
necessary to pay such Operating Expenses.

If at any time it shall be determined that there will be insufficient amounts in the Debt Service Fund to
pay Parity Obligation Debt Service Expenses when due, the Metropolitan Government may transfer amounts
in the Renewal and Replacement Fund to the Debt Service Fund to the extent reasonably necessary to make
such payments when due. (Section 5.8)

Energy Conservation Fund. There shall be deposited in the Energy Conservation Fund (i) that portion
of the proceeds of Parity Obligations or Subordinated Obligations designated by the Metropolitan Government
to be deposited therein for energy conservation projects, (ii) an amount equal to 25% of New Customer
Surplus Revenues in such year as determined by an Authorized Officer of the Metropolitan Government and
(iii) any other amounts transferred to the Energy Conservation Fund from the Surplus Fund by the
Metropolitan Government for deposit therein.

Amounts on deposit in the Energy Conservation Fund shall be used for the payment of costs of energy
conservation projects upon submission to the Trustee of a requisition meeting the requirements of the Genera
Resolution.

If a any time the amount on deposit in the Debt Service Reserve Fund is less than the Debt Service
Reserve Fund Requirement, the Metropolitan Government shall direct the Trustee to transfer from the Energy
Conservation Fund to the Debt Service Reserve Fund the amount necessary to eliminate the deficiency therein.
(Section 5.10)

Surplus Fund. There shall be deposited in the Surplus Fund al amounts (i) (8) permitted to be
deposited therein pursuant to the General Resolution and (b) which the Metropolitan Government elects to be
so deposited, and (ii) any other amounts permitted to be deposited therein and deposited therein by the
Metropolitan Government.

Amounts in the Surplus Fund may at any time be transferred to any other Fund established under the
General Resolution or be applied by the Metropolitan Government for any lawful purpose whether or not
related to the System, including payments of insufficient amounts in the Debt Service Fund to pay Pearity
Obligation Debt Service Expenses and payment of Subordinated Obligations and deposits to the Metropolitan
Government’s general fund. (Section 5.11)

Amounts Held for Payment of Parity Obligations. The amounts which are held by the Metropolitan
Government or any Fiduciary on behalf of the Metropolitan Government for the payment of any amounts
required to be paid by the Metropolitan Government pursuant to Parity Obligations shall, pending such
payment, be set aside and held in trust for the persons who are entitled to such payment, and from and after the
due dates for such payment for the purposes of the General Resolution, such amounts are no longer considered
to be unpaid. (Section 5.12)

Investments Except as otherwise provided in a Parity Obligation Agreement, moneys on deposit in
each of the funds and accounts created hereunder and in any funds and accounts established in connection with
the issuance or the execution and delivery of any Parity Obligations shall be invested at the direction of the
Metropolitan Treasurer in Investment Securities. However, each account shall be held in trust for the benefit
of those parties designated elsewhere in the General Resolution.

Except as otherwise provided in a Parity Obligation Agreement, any investment income earned on the
funds and accounts established hereunder shall be credited to the Operating Fund. Any loss resulting from an
investment in any Investment Securities shall be credited or charged to the fund, account or subaccount from
which such investment was made. (Section 5.14)
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Certain Covenants of the Metropolitan Government

Covenants. The Metropolitan Government hereby covenants and agrees with each Beneficiary of a
Parity Obligation that so long as any Parity Obligation remains outstanding, it will comply with and make a
part of its contract with each Beneficiary each of the covenants set forth below. Nothing herein shall require
the Metropolitan Government to expend any amounts other than the Net Revenues and other amounts pledged
under the General Resolution to comply with any of the following covenants herein.

Powers as to System, Services and Collection of Revenue. The Metropolitan Government has the
legal right and lawful authority to construct the System and to maintain, operate, improve and reconstruct the
System or to provide for the construction, maintenance, operation, improvement and reconstruction of the
System and to provide, or cause the provision of Services. The Metropolitan Government has the power and
covenants to enter into from time to time Customer Contracts and charge rates for use of the System and the
provision of Services as set forth in a Customer Contract and to demand and to collect al Revenues which are
due or which are becoming due to it for the use of the System and the provision of Services, all in accordance
with the Service Covenant set forth below. (Section 7.2)

Service Covenant. To the extent required as the basis for imposing and collecting the charges for
services and other Revenues, the Metropolitan Government shall continue to construct, develop, own, operate,
maintain, repair and improve the System and provide services to customers. The Metropolitan Government
shall carry out the foregoing provisions through the System, with such Persons, using such technologies and
upon such terms and conditions as the Metropolitan Government determines consistent with prudent district
heating and cooling system practices and in a manner which will not impair the ability of the Metropolitan
Government to comply with the Service Covenant. (Section 7.4)

Completion of System; Use of Construction Proceeds. Any moneys which ae received by the
Metropolitan Government from any source for payment of costs related to the construction, acquisition,
restoration, improvement or completion of any portion of the System shall be expended only on the System or
to pay (or prepay) Parity Obligation Debt Service Expenses where such amounts are determined to be no
longer necessary to pay Capital Costs. Any amounts not applied to pay Parity Obligation Debt Service
Expenses shall be disbursed to pay Capital Costs only in the amounts, at the times, in the manner and on such
other terms and conditions as are set forth in the General Resolution. (Section 7.5)

Covenant to Purchase Energy From System. The Metropolitan Government covenants that on and
after the Service Commencement Date and as long as any Parity Obligations remain outstanding under the
General Resolution, the Metropolitan Government shall (i) obtain its heating and cooling requirements for the
Metropolitan Government Premises from the System (to the extent of available System capacity) and (ii) not
utilize any heating or cooling services other than the System for the Metropolitan Government Premises,
except when System services are not available. (Section 7.6)

Covenant to Pay for Energy Services and Deficiencies in Debt Service and Operating Expenses. The
Metropolitan Government covenants that beginning on the Service Commencement Date and as long as any
Parity Obligations remain outstanding under the General Resolution, the Metropolitan Government shall (i)
pay to the Trustee for all energy services delivered to the Metropolitan Government for the Metropolitan
Government Premises from the System at the rates set forth in Section 2.2 of the Metropolitan Government
Customer Contract, which is incorporated in the General Resolution by reference as if fully written herein, (ii)
as an additional energy charge, pay to the Trustee any amounts necessary to maintain balances in the Operating
Reserve Fund and the Debt Service Reserve Fund at the Operating Reserve Fund Requirement and the Debt
Service Reserve Fund Requirement, and (iii) as an additional energy charge, pay to the Trustee an amount
equal to the difference between (a) the sum of Parity Obligation Debt Service Expenses and Operating
Expenses, and (b) Revenues derived from payments made pursuant to the Customer Contracts (all of the
foregoing to be calculated monthly). Prior to the Service Commencement Date, to the extent amounts
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available from the proceeds of a series of Parity Obligations are insufficient to pay Parity Obligation Debt
Service Expenses, the Metropolitan Government shall pay any such deficiency to the Trustee for deposit into
the Debt Service Fund. The foregoing payments shall be subject to annual appropriation by the Metropolitan
County Council.

The Metropolitan Government further covenants that the Director of Finance shall submit, in each
fiscal year, the amounts required to be paid by the Metropolitan Government as set forth in the preceding
paragraph to the Metropolitan County Council for appropriation, provided, however, prior to [calculating and)]
submitting any amounts payable pursuant to clause (iii) above to the Metropolitan County Council for
appropriation, the Metropolitan Government is permitted to first draw on and apply funds in the following
order of priority: (i) Surplus Fund, (ii) Renewal and Replacement Fund, (iii) System Improvement Fund (other
than proceeds of Parity Obligations), and (iv) Operating Reserve Fund. Any such draws shall be taken into
account prior to submitting any amounts payable pursuant to clause (ii) in the preceding paragraph. (Section
7.7)

Insurance; Condemnation. The Metropolitan Government shall continuously maintain or require the
Operator to maintain, to the extent commercially available at reasonable rates, the types of insurance as are
recommended by the Metropolitan Government’s risk manager. Such insurance shall be maintained in the
amounts which are recommended by the Metropolitan Government’s risk manager as necessary or desirable to
enable the Metropolitan Government to comply with the terms and conditions of the General Resolution.

Any insurance required to be maintained as provided in the immediately succeeding paragraph may be
maintained under a self-insurance program so long as (i) the self-insurance program includes an actuarially
sound claims reserve fund out of which each self-insured claim shall be paid; (ii) the adequacy of such fund
shal be evaluated on an annua basis by an independent insurance consultant or the Metropolitan
Government’s risk manager and any deficiencies in any self-insured claims reserve fund will be remedied in
accordance with the recommendation of the independent insurance consultant or the Metropolitan
Government’s risk manager; and (iii) in the event the self-insurance program shall ke discontinued, the
actuarial soundness of its claims reserve fund, as determined by an independent insurance consultant, or the
Metropolitan Government’s risk manager, shall be maintained. The provisions of this paragraph shall not
apply to deductibles or retentions under a commercia insurance policy.

If any useful portion of the System is damaged or destroyed, the Metropolitan Government shall, as
expeditiously as practicable, continuously and diligently pursue the repair, reconstruction or replacement
thereof, which may be done through the Operator. However, no such repair, reconstruction or replacement
need be undertaken if the Metropolitan Government, in accordance with the provisions of this paragraph,
determines not to so repair, reconstruct or replace such damaged property. Any proceeds received by the
Metropolitan Government from any casualty insurance, including the proceeds of self-insurance, or proceeds
received as a result of any condemnation of al or any portion of the System, shall be deposited in the System
Improvement Fund and be applied to pay the necessary Capital Costs involved in the repair, reconstruction and
replacement of the System. Any such proceeds of casualty insurance, including the proceeds of self-insurance
and any such proceeds of a condemnation award which are not applied or committed to the repair,
reconstruction or replacement of the System within six months after receipt thereof shall be applied to the
prepayment of Parity Obligations; provided, however, that, to the extent that the Metropolitan Government
certifies that such proceeds are required for the repair, reconstruction or replacement of the System, and that
such proceeds will be expended for such purpose within a reasonable additional period of time, such proceeds
may then remain on deposit for the purpose of repair, reconstruction or replacement. If any proceeds remain
upon the completion of the repair, reconstruction or replacement, such proceeds shall be applied to the
prepayment of Parity Obligations. In the event that the Capital Costs of such repair and replacement of the
damaged or condemned property exceeds the proceeds of such insurance or condemnation award which are
available for payment of the same, any amounts in the Surplus Fund may be used, to the extent necessary, for
such purpose as directed by the Metropolitan Government as evidenced by a certificate duly executed by an
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Authorized Officer of the Metropolitan Government. In addition, the Metropolitan Government may apply
any other moneys of the Metropolitan Government which are not pledged for another purpose, to the extent
necessary, for such purposes, subject to the provisions of the General Resolution.

If any portion of the System has been damaged, destroyed or condemned, and the Metropolitan
Government has determined that the operation of the System has not been materialy adversely affected, and as
such the Metropolitan Government has determined not to repair, reconstruct or replace the damaged, destroyed
or condemned property and the Metropolitan Government has delivered a certificate to the Trustee to such
effect, the proceeds of insurance or condemnation award which are received by the Metropolitan Government,
if any, shall be deposited into the Operating Fund and applied to any permissible purpose.

To the extent that amounts are transferred pursuant to the preceding two paragraphs to the prepayment
of Parity Obligations, such amounts shall first be applied to the prepayment or early redemption of any Parity
Obligation requiring that insurance and condemnation proceeds be so applied. In the event that more than one
Parity Obligation has such a prepayment or early redemption feature, then such proceeds shall be alocated to
each Parity Obligation in an amount, as nearly as practicable, as equals the percentage that such Parity
Obligation represents of al outstanding Parity Obligations requiring such prepayment or early redemption.

The proceeds of any business interruption insurance coverage constituting Revenues shall be
deposited in the Operating Fund. (Section 7.8)

Operation and Maintenance of System. The Metropolitan Government shall, at all times required by
the General Resolution, (1) operate the System (or cause the same to be operated) properly and in a sound and
economical manner, and (2) maintain, preserve and keep the same properly (or cause the same to be so
maintained, preserved and kept), including al appurtenances thereto and every part and parcel thereof, in good
repair, working order and condition. Further, the Metropolitan Government shall make (or cause to be made)
from time to time, all necessary and proper repairs, replacements and renewals so that the operation of the
System may be properly conducted at all times. Nothing in clause (1) above shall prevent the Metropolitan
Government from terminating any Management Contract for its convenience in accordance with the provisions
of such Management Contract. (Section 7.9)

Annual Budget; System Operating Plan. Prior to the commencement of each Fiscal Year the
Metropolitan Government shall prepare and deliver to the Trustee an Annua Budget for such Fiscal Year,
which Annual Budget shall include a capital improvement budget for such Fiscal Y ear to the extent there is no
Operator obligated under a Management Contract to perform all required capital improvements. The Annual
Budget shall be structured so as to permit compliance by the Metropolitan Government with the Service
Covenant. The Annua Budget shall set forth in reasonable detail the estimated energy purchases and sales,
rates and charges, Revenues, Operating Expenses, Parity Obligation Debt Service Expenses, a maintenance
and repair scheduled for the System and other cash and operating requirements of the System for such Fiscal
Year and such Annual Budget shall include estimates of the amounts to be deposited during such Fiscal Y ear
in the funds and accounts established under the General Resolution, with reasonable provision for contingency
receipts and payments. Nothing contained in the Annual Budget shall supersede the provisions of the General
Resolution as to the application of Revenues or other amounts. In the event that at any point in a Fiscal Year
the Metropolitan Government determines that the Annual Budget, as adopted, will not result in the
Metropolitan Government’s being in compliance with its obligations under the General Resolution for such
Fiscal Year, then the Metropolitan Government shall adopt an amended Annual Budget or take such other
actions as may be necessary, desirable or appropriate for the Metropolitan Government to comply with its
obligations hereunder for the remainder of the Fiscal Year. Such amended Annual Budget may provide for the
use of Available Funds to avoid or reduce any increase in the rates and charges imposed by the Metropolitan
Government for the use of the System due to such unusual or extraordinary costs A copy of each amended
Annual Budget shall be delivered to the Trustee. The Trustee shall have no duty to review any Annual Budget
or amendment thereto delivered to it. (Section 7.12)
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Additional Financial and System Reports The Metropolitan Government shall prepare annual
financial statements of the System, and deliver such statements to the Trustee promptly upon their completion.
Promptly upon the occurrence of an event which is material to the financial condition or operating
effectiveness of the System, the Metropolitan Government shall deliver to the Trustee notice of such event and
its projected impact on the System. In addition to preparing annual financia statements for the System, the
Metropolitan Government shall prepare and deliver to the Trustee quarterly maintenance and operating reports
for the System. The Trustee shall have no duty to review such statements and reports. (Section 7.13)

Reports on Parity Obligation Coverage Ratios. Within 30 days following the end of each Fiscal Y ear,
the Metropolitan Government shall deliver to the Trustee (i) a certificate as to the ratio between Net Revenues
for such Fiscal Year and Parity Obligation Debt Service Expenses for such Fiscal Year (together with
supporting data and computations) and (ii) a certificate as to the projected ratio between Net Revenues for the
then current Fiscal Year and Parity Obligation Debt Service Expenses for such Fiscal Year. Such certificates
may be prepared by the Metropolitan Government based on its unaudited financial records, and need not be
based on audited financial statements. (Section 7.14)

Sale or Encumbrance  The Metropolitan Government will not sell, lease, mortgage, pledge, encumber
or otherwise dispose of all or any part of the System, except that the Metropolitan Government may sell,
exchange or lease at any time and from time to time any property or facilities constituting part of the System
(i) that are not useful or necessary in the construction, reconstruction or operation thereof, or (ii) to an Operator
that enters into a Management Contract with the Metropolitan Government pursuant to which it agrees to
provide services to the System at the portion of the System so sold, leased, mortgaged, pledged, encumbered or
otherwise disposed of for a term reasonably determined by the Metropolitan Government and approved by the
Consulting Expert, provided any proceeds of any such sale or exchange received and not used to replace the
property so sold or exchanged shall be applied either to pay for improvements to the System or to prepay
Parity Obligations.

Notwithstanding the foregoing, the Metropolitan Government may sell the System at any time
provided that at or prior to the time of such sale, the Metropolitan Government has paid or defeased al Parity
Obligations then Outstanding in accordance with the General Resolution. (Section 7.15)

Limitation on Liens. The Metropolitan Government shall not issue any bonds or notes, or enter into
any installment sale agreements or financing lease agreements, or issue or enter into other instruments
constituting evidences of indebtedness, other than Parity Obligations, secured by a pledge of or other lien or
charge on the Revenues or the funds (other than the Surplus Fund) established under the General Resolution
and shall not create or cause to be created any lien or charge on such Revenues or funds or on any amounts
held by any Fiduciary under the General Resolution; nothing herein shall prevent the Metropolitan
Government from issuing bonds or notes, or entering into installment sale agreements or financing lease
agreements, or issuing or entering into other instruments constituting evidences of indebtedness payable out of,
or secured by a pledge of, Revenues to be derived on or after such date as the pledge of Revenues provided in
the General Resolution shall be discharged and satisfied as provided in the General Resolution, or which
constitute Subordinated Indebtedness. (Section 7.16)

Conaulting Expert. The Metropolitan Government shall designate a Consulting Expert from time to
time to provide the services and certifications required under the General Resolution if the Metropolitan
Government elects to use a person or entity other than a Metropolitan Government employee to act as a
Consulting Expert. The Metropolitan Government may designate any expert otherwise meeting the
requirements contained in the definition of Consulting Expert, and may designate different Consulting Experts
concurrently to perform different services and to provide different certifications required under the Genera
Resolution. The Metropolitan Government may revoke or change the designation of a Consulting Expert and
designate a replacement Consulting Expert at any time in its discretion. (Section 7.20)
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Tax Covenants. The Metropolitan Government shall at al times do and perform all acts and things
necessary or desirable in order to assure that interest paid on Parity Obligations that are issued as Tax-Exempt
Parity Obligations shall, for the purposes of federal income taxation, be excludable from the gross income of
the recipients thereof and exempt from such taxation.

The Metropolitan Government shall not permit at any time or times any of the proceeds of the Parity
Obligations that are issued as Tax-Exempt Parity Obligations or any other funds of the Metropolitan
Government to be used, directly or indirectly, to acquire any securities or obligations the acquisition of which
would cause any Parity Obligations that areissued as Tax-Exempt Parity Obligations to be an “arbitrage bond”
as defined in the Code. (Section 7.21)

Supplemental Resolutions; Amendments

Supplemental  Resolutions Adopted for Certain Purposes Effective Without the Consent of
Beneficiaries. The General Resolution may be amended, modified or supplemented at any time prior to the
issuance of any Parity Obligations and thereafter without the consent of any Beneficiary of any Parity
Obligation then outstanding, through the adoption of a Supplemental Resolution, if such amendment,
modification or supplement is for any of the following purposes:

(@) To provide limitations and restrictions (in addition to the limitations and restrictions
contained in the General Resolution) on the execution of other Parity Obligations to the extent that
such amendment does not impair the ability of the Metropolitan Government to meet its obligations to
any Beneficiary under the General Resolution or any Parity Obligation;

(i) To add other covenants or agreements to be observed by the Metropolitan
Government to the covenants or agreements of the Metropolitan Government which are contained in
the General Resolution or to add additional security to that pledged under the General Resolution to
the extent such covenants or agreements or additional security do not impair the ability of the
Metropolitan Government meet its obligations to any Beneficiary under the General Resolution or any
Parity Obligation;

(iii) To add other limitations or restrictions to be observed by the Metropolitan
Government to the limitations or restrictions which are contained in the General Resolution to the
extent such amendment does not impair the ability of the Metropolitan Government to meet its
obligations to any Beneficiary under the General Resolution or any Parity Obligation;

(iv) To surrender any right, power or privilege which is reserved to or conferred upon the
Metropolitan Government by the terms of the General Resolution to the extent such amendment does
not impair the ability of the Metropolitan Government to meet its obligations to any Beneficiary under
the General Resolution or any Parity Obligation;

(v) To confirm, as further assurance, any pledge which is created under, and the
subjection to any lien or pledge created by, the terms of the General Resolution of the Net Revenues
or of any other moneys, securities or funds; provided that such confirmation shall not affect the
priority of interests of any Beneficiary;

(vi) To specify, determine or authorize any and all matters and things relative to the
issuance of Parity Obligations or the proceeds which are derived or which are to be derived from the
sd e thereof;

(vii) To cure any ambiguity, supply any omission, or cure or correct any defect or
inconsistent provision in the General Resolution;
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(viii)  To insert such provisions clarifying matters or questions arising under the terms of
the General Resolution as are necessary or desirable and which are not contrary to or inconsistent with
the terms of the General Resolution as theretofore in effect;

(ix) To effectuate the issuance by the Metropolitan Government of Subordinated
Obligations to the extent consistent with the terms of the General Resolution;

x) To amend, modify or supplement the General Resolution solely with respect to Parity
Obligations to be issued subsequent to the execution of such Supplemental Agreement to the extent
such amendment, modification or supplement does not impair the ability of the Metropolitan
Government to meet its obligations to any Beneficiary under the General Resolution or any Parity
Obligation which is outstanding prior to the adoption of such Supplemental Resolution;

(xi) To cause any nationally recognized rating agency to issue a rating on one or more
Parity Obligations (or evidences of ownership therein) in a rating category that is at least “investment
grade” as such term is generally used at the time of issuance of such rating, and which does not result
in the reduction of any rating in effect at the time of adoption or execution of such Supplemental
Resolution; or

(xii) To expressly secure interest rate swaps permitted under the Act to be secured as a
Parity Obligation. (Section 8.1)

Supplemental Resolutions Effective Upon Consent of Trustee. For any one or more of the following
purposes and at any time or from time to time, a Supplemental Resolution may be adopted, which, upon (i) the
filing with the Trustee of a copy thereof certified by the Metropolitan Clerk or an Authorized Officer of the
Metropolitan Government, and (ii) the filing with the Trustee and the Metropolitan Government of an
instrument in writing made by the Trustee consenting thereto, shall be fully effective in accordance with its
terms:

@ to cure any ambiguity, supply any omission, or cure or correct any defect or
inconsistent provision in the General Resolution; or

(b) to insert such provisions clarifying matters or questions arising under the General
Resolution as are necessary or desirable and are not contrary to or inconsistent with the General
Resolution as theretofore in effect.

Any such Supplemental Resolution may also contain one or more of the purposes specified in
Section 8.1 of the General Resolution and, in that event, the consent of the Trustee shall be applicable only to
those provisions of such Supplemental Resolution as shall contain one or more of the purposes set forth in the
immediately preceding paragraph. (Section 8.2)

Supplemental Resolutions Effective Upon Consent of Parity Obligation Holders. At any time or from
time to time, any modification of or amendment to the General Resolution and of the rights and obligations of
the Metropolitan Government and of the holders of the Parity Obligations may be made by a Supplemental
Resolution adopted subject to the written consent of the holders of at least two-thirds in principal amount of
the Parity Obligations outstanding at the time such consent is given, (ii) in case less than al of the severa
series of Parity Obligations outstanding are affected by the modification or amendment, of the holders of at
least two-thirds in principal amount of the Parity Obligations of each series so affected and outstanding at the
time such consent is given, and (iii) in case less than all the maturities of a series of Parity Obligations are
affected by the modification or amendment, of the folders of at least two-thirds in principal amount of the
Parity Obligations of each maturity so affected and outstanding at the time such consent is given. |If any such
modification or amendment will not take effect until Parity Obligations of any specified maturity shall no
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longer remain outstanding however, the consent of the holders of such Parity Obligations shall not be required
and such Parity Obligations shall not be deemed to be outstanding for the purpose of any calculation of
outstanding Parity Obligations under this Section.

No such modification or amendment shall permit a change in the terms of redemption or maturity of
the Principa of any outstanding Parity Obligation or of any installment of interest thereon without the consent
of the holder of such Parity Obligation, or shall reduce the percentages or otherwise affect the classes of Parity
Obligations, the consent of the holders of which is required to effect any such modification or amendment, or
shall change or modify any of the rights or abligations of the Trustee without its written consent thereto. For
the purposes of this Section, a series shall be deemed to be affected by a modification or amendment of the
General Resolution if the same adversely affects or diminishes the rights of the holders of Parity Obligations of
such series. The Trustee may, in its sole discretion, determine whether or not Parity Obligations of any
particular series or maturity would be affected by any modification or amendment made in accordance with the
foregoing powers of amendment. Any such determination shall be binding and conclusive on the Metropolitan
Government and al holders of Parity Obligations. Any such Supplemental Resolution shall become fully
effective in accordance with its terms upon the filing with the Trustee of a copy thereof certified by the
Metropolitan Clerk or by an Authorized Officer of the Metropolitan Government and upon compliance with
the provisions of the General Resolution. (Sections 8.3 and 9.2)

Amendments Of General Resolution

Madifications by Unanimous Consent. The terms and provisions of the General Resolution and the
rights and obligations of the Metropolitan Government and of the holders of the Parity Obligations hereunder
may be modified or amended in any respect upon the adoption and filing by the Metropolitan Government of a
Supplemental Resolution and the consent of the holders of all the Parity Obligations outstanding, such consent
to be given as provided in Section 9.3 of the General Resolution, but no such modification or amendment shall
change or modify any of the rights or obligations of the Trustee without the filing with the Trustee of the
written consent thereto of the Trustee in addition to the consent of the holders of Parity Obligations. No notice
of any such modification or amendment to holders of Parity Obligations either by mailing or publication shall
be required. (Section 9.4)

Defaults And Remedies

Events of Default. The occurrence of any of the following events is hereby defined as and is declared
to be and to constitute an “Event of Default”:

@) Default in the due and punctual payment of any amount owed under any Parity
Obligation; or

(i) The occurrence of an event of default with respect to any Parity Obligation shall have
occurred and be continuing; or

(iii) Unless otherwise waived in accordance with the General Resolution, failure by the
Metropolitan Government to observe and to perform any covenant, condition or agreement on the part
of the Metropolitan Government which is provided in the General Resolution or any Parity Obligation
or Parity Obligation Agreement and the continuance of such failure for a period of 60 days from the
date the Metropolitan Government receives notice of such failure; or

(iv) Breach by the Metropolitan Government of any material representation or warranty
made in the General Resolution; or
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(V) Any material provision of the General Resolution, any Parity Obligation, any Parity
Obligation Agreement or any trust agreement or security agreement ceases to be valid and binding on
the Metropolitan Government during any period when Parity Obligations affected thereby remain
outstanding; or

(vi) The filing by the Metropolitan Government of a petition seeking relief under any
federal or state bankruptcy or similar laws with respect to the Metropolitan Government.

Whenever any Event of Default shall have occurred and be continuing, the Trustee shall have the
right, (i) at its option and without further demand or notice, to declare all Principal of Parity Obligations
outstanding to be immediately due and payable, whereupon the same shall become due and payable, together
with interest thereon at the rate or rates applicable thereto and (ii) to exercise such other rights and remedies as
are set forth below. (Section 10.1)

Accounting and Examination of Records After Default. The Metropolitan Government covenants that
if an Event of Default shall have happened and shall not have been remedied, the books of record and account
of the Metropolitan Government relating to the System shall at all times be subject to the inspection of the
Trustee and of its agents and attorneys. (Section 10.2)

Application of Revenues and Other Moneys After Default. The Metropolitan Government covenants
that if an Event of Default shall happen and shall not have been remedied, the Metropolitan Government, upon
demand of the Trustee, shall pay over or cause to be paid over to the Trustee (i) forthwith, all moneys,
securities and funds then held by the Metropolitan Government or a Fiduciary in any fund or account under the
General Resolution, and (ii) as promptly as practicable after receipt thereof, the Revenues.

During the continuance of an Event of Default, the Trustee shall deposit such Revenues in a Revenue
Fund to be established and held by the Trustee, and apply such Revenues and the income therefrom as follows
and in the following order:

(@) to the payment of the reasonable and proper charges, and expenses of the Trusteg;

(i) to the payment of the amounts required for reasonable and necessary Operating
Expenses, including reasonable and necessary reserves and working capital therefor, and for the
reasonable repair and replacement of the System, necessary to prevent loss of Revenues, as certified to
the Trustee by the Consulting Expert; and

(iii) to the payment of Parity Obligations as follows:

First: To the payment to the persons entitled thereto of all interest then due in the
order in which such interest became due, and, if the amount available shall not be sufficient to
pay in full any interest on the same date, then to the payment thereof ratably, according to the
amounts due thereon, to the persons entitled thereto, without any discrimination or
preference; and

Second: To the payment to the persons entitled thereto of the unpaid Principal or
redemption pricewhich shall have become due, whether a maturity or by call for redemption,
in the order of their due dates, and, if the amount available shall not be sufficient to pay in full
all such Principal or redemption price due on any date, then to the payment thereof ratably,
according to the amounts of Principal or redemption price due on such date, to the persons
entitled thereto, without any discrimination or preference.
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If and whenever al overdue (i) installments of interest and Principal installments on al Parity
Obligations and (ii) the reasonable and proper charges and expenses of the Trustee, and all other sums payable
by the Metropolitan Government under the General Resolution, shall either be paid by or for the account of the
Metropolitan Government, a provision satisfactory to the Trustee shall be made for such payment, and al
defaults under the General Resolution shall be made good or secured to the satisfaction of the Trustee or
provision deemed by the Trustee to be adequate shall be made therefor, the Trustee shall pay over to the
Metropolitan Government all such Revenues then remaining unexpended in the accounts held by the Trustee
(except Revenues deposited or pledged, or required by the terms of the General Resolution to be deposited or
pledged, with the Trustee), and thereupon the Metropolitan Government and the Trustee shall be restored,
respectively, to their former positions and rights under the General Resolution, and all Revenues shall
thereafter be applied as provided in the General Resolution. No such payment over to the Metropolitan
Government by the Trustee or resumption of the application of Revenues as provided in Article 5 shall extend
to or affect any subsequent default under the General Resolution or impair any right consequent thereon.
(Section 10.3)

Proceedings Brought by Trustee. If an Event of Default shall happen and shall not have been
remedied, then and in every such case, the Trustee, by its agents and attorneys, if the Trustee shall deem it
advisable, may proceed to protect and enforce its rights and the rights of the Beneficiaries of the Parity
Obligations under the General Resolution forthwith by a suit or suits in equity or at law, whether for the
specific performance of any covenant herein contained, or in aid of the execution of any power herein granted,
or for an accounting against the Metropolitan Government as if the Metropolitan Government were the trustee
of an express trust, or in the enforcement of any other legal or equitable right as the Trustee, being advised by
counsel, shall deem most effectual to enforce any of its rights or to perform any of its duties under the General
Resolution.

All rights of action under the General Resolution may be enforced by the Trustee without the
possession of any of the Parity Obligations or the production thereof in the suit or other proceedings, and any
such suit or proceedings instituted by the Trustee shall be brought in its name.

Upon commencing a suit in equity or upon other commencement of judicial proceedings by the
Trustee to enforce any right under the General Resolution, the Trustee shall be entitled to exercise any and all
rights and powers conferred in the General Resolution and provided to be exercised by the Trustee upon the
occurrence of an Event of Default; and, & a matter of right against the Metropolitan Government, without
notice or demand, the Trustee shall, to the extent permitted by law, be entitled to the appointment of areceiver
of the moneys, securities and funds then held by the Metropolitan Government in any fund or account under
the General Resolution and of the Revenues, with all such powers as the court or courts making such
appointment shall confer; but notwithstanding the appointment of any receiver, the Trustee shall be entitled to
retain possession and control of and to collect and receive income from, any moneys, securities and funds
deposited or pledged with it under the General Resolution or agreed or provided to be delivered to or deposited
or pledged with it under the General Resolution. (Section 10.4)

Restriction on Beneficiary Action. No Beneficiary of any Parity Obligation shall have any right to
institute any suit, action or proceeding at law or in equity for the enforcement of any provision of the Genera
Resolution or the execution of any trust under the General Resolution or for any remedy under the General
Resolution, unless such holder shall have previously given to the Trustee written notice of the happening of an
Event of Default, as provided in this Article, and the holders of at least 25% in principal amount of the Parity
Obligations then outstanding shall have filed a written request with the Trustee, and shall have offered it
reasonable opportunity, either to exercise the powers granted in this Section or to institute such action, suit or
proceeding in its own name, and unless such holders shall have offered to the Trustee adequate security and
indemnity against the costs, expenses and liahilities to be incurred therein or thereby, and the Trustee shall
have refused to comply with such request within a reasonable time; it being understood and intended that no
one or more holders of Parity Obligations shall have any right in any manner whatever by his or their action to
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affect, disturb or prejudice the pledge created by the General Resolution, or to enforce any right under the
General Resolution, except in the manner therein provided; and that all proceedings at law or in equity to
enforce any provision of the General Resolution shall be instituted, had and maintained in the manner provided
in the General Resolution and for the equal benefit of al Beneficiaries of the outstanding Parity Obligations.

Nothing in the General Resolution or in the Parity Obligations contained shall affect or impair the
obligation of the Metropolitan Government to pay at the respective dates and places therein expressed the
amounts due with respect to the Parity Obligations to the Beneficiaries thereof, or affect or impair the right of
action of any Beneficiary to enforce such payment of his or her Parity Obligation. (Section 10.5)

Remedies of Beneficiaries. Subject to any contractual limitations binding upon the holders of any
issue of Parity Obligations, or the Trustee, including, but not limited to, the restriction of the exercise of any
remedy to a specified proportion or percentage of such holders, any Beneficiary, or the Trustee, shall have the
right and power, for the equal benefit and protection of all Beneficiaries of Parity Obligations similarly situated
and, in addition to all other rights:

(@) By mandamus or other suit, action or proceeding at law or in equity, to enforce such
rights against the Metropolitan Government and its governing body and any of its officers, agents and
employees and to require and compel the Metropolitan Government or the governing body or its officers,
agents or employees to perform 1)and carry out its and their duties and obligations under the Act and its and
their covenants and agreements under the General Resolution;

(i) By action or suit in equity, to require the Metropolitan Government and the
governing body thereof to account as if they were the trustee of an express trust;

(i) By action or by suit in equity, to enjoin any acts or things which may be unlawful or
in violation of the rights of the Beneficiaries; and

(iv) To bring suit upon the Parity Obligations. (Section 10.6)

Appointment of Receiver on Default. In the event that the Metropolitan Government shall default in
the payment of the principal of or interest on any of the Parity Obligations after the same shall become due,
whether at maturity or upon call for redemption, and the default shall continue for a period of thirty (30) days,
or in the event that the Metropolitan Government or the governing body or its officers, agents or employees
shall fail or refuse to comply with the provisions of the Act or shall default in any agreement made with the
holders of the Parity Obligations then any holder of Parity Obligations, or the Trustee, shall have the right to
file a petition in the nature of a general creditors' hill in the chancery court of Davidson County, or in any
court of competent jurisdiction, for the appointment of a receiver of the System. The petition may be filed
whether or not all the Parity Obligations have been declared due and payable and whether or not the holder or
holders or the Trustee is seeking or has sought to enforce any other right, or exercise any remedy in connection
with the Parity Obligations. (Section 10.7)

Remedies Not Exclusive. No remedy by the terms of the General Resolution conferred upon or
reserved to the Trustee or the Beneficiaries is intended to be exclusive of any other remedy, but each and every
such remedy shall be cumulative and shall be in addition to every other remedy given under the General
Resolution or existing at law or in equity or by statute on or after the date of adoption of the Genera
Resolution. (Section 10.8)

Effect of Waiver and Other Circumstance No delay or omission of the Trustee or of any Beneficiary
to exercise any right or power arising upon the happening of an Event of Default shall impair any right or
power or shall be construed to be a waiver of any such default or to be an acquiescence therein; and every
power and remedy given to the Trustee or to the Beneficiaries of Parity Obligations may be exercised from
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time to time and as often as may be deemed expedient by the Trustee or by the Beneficiaries of Parity
Obligations.

No remedy which is conferred upon or reserved to the Trustee or to the Beneficiaries of any Parity
Obligation by the terms of the General Resolution is intended to be exclusive of any other remedy, but each
and every such remedy is cumulative and is in addition to any other remedy given to the Trustee or to
Beneficiaries of Parity Obligations under the General Resolution or now or hereafter existing at law or in
equity or by statute.

No delay or omission in the exercise of any right or power accruing upon the occurrence of any Event
of Default will impair any right or power or be construed to be awaiver of any such occurrence of any Event
of Default or the acquiescence therein, and every right and power may be exercised from time to time and as
often as may be deemed expedient. (Section 10.9)

Rights of Beneficiaries of Parity Obligations to Direct Proceedings. Anything in the General
Resolution to the contrary notwithstanding, a majority of the Beneficiaries of the Principal amount of the
Parity Obligations outstanding have the right, at any time by a written instrument or instruments which is duly
executed and delivered to the Trustee, to direct the method and the place of conducting all proceedings to be
taken in connection with the enforcement of the terms and conditions of the General Resolution or to direct the
appointment of a receiver or any other proceeding hereunder; provided however, that such direction shall not
be otherwise than in accordance with the provisions of law and the provisions of the General Resolution.
(Section 10.10)

Termination of Proceedings. If the Trustee has proceeded to enforce any right or remedy under the
terms of the General Resolution by the appointment of a receiver, or otherwise, and such proceedings have
been discontinued or abandoned for any reason or have been determined adversely, then in every such case the
Metropolitan Government and the Trustee will be restored to their former respective positions and rights under
the General Resolution and all rights, remedies and powers of the Trustee will continue as if no such
proceedings had been taken. (Section 10.11)

Waivers of Defaults. The Trustee may in its discretion waive any Event of Default hereunder, and the
consequences specified in this Article 10, and rescind any declaration of maturity of Principal and shall do so
upon the written request of a mgjority of the Beneficiaries of al outstanding Parity Obligations. Upon such
waiver or rescission or in case any proceedings taken by the Trustee on account of any such Event of Default
have been discontinued or abandoned or determined adversely, then and in every such case the Metropolitan
Government, the Trustee and the Beneficiaries of al outstanding Parity Obligations will be restored to their
former positions and rights hereunder, respectively, but no such waiver or rescission will extend to any
subsequent or other Event of Default or impair any right consegquent thereon. (Section 10.12)

Notice of Events of Defaults; Opportunity of the Metropolitan Government to Cure Defaults. No
Event of Default which is specified in clause (C) of Section 10.1 hereof will constitute an Event of Default
hereunder until notice of such Event of Default has been given by the Trustee or by a majority of the
Beneficiaries of all outstanding Parity Obligations to the Metropolitan Government, by registered or certified
mail, and the Metropolitan Government has had 30 days after receipt of such notice to correct such Event of
Default or cause such Event of Default to be corrected and has not corrected such Event of Default or caused
such Event of Default to be corrected within the applicable period; provided however, that if such Event of
Default is such that it cannot be corrected within the applicable period, it will not constitute an Event of
Default hereunder if corrective action which is designed to remedy such Event of Default is instituted by the
Metropolitan Government within the applicable period and diligently pursued until such Event of Default is
corrected. (Section 10.13)
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Dischar ge Of Resolution

Defeasance If the Metropolitan Government shall pay or cause to be paid to the holders of al Parity
Obligations then outstanding, the Parity Obligation Debt Service Expenses, if any, to become due thereon, at
the times and in the manner stipulated therein and in the General Resolution, then, at the option of the
Metropolitan Government, expressed in an instrument in writing signed by an Authorized Officer of the
Metropolitan Government and delivered to the Trustee, the covenants, agreements and other obligations of the
Metropolitan Government to the Beneficiaries shall be discharged and satisfied. In such event, the Trustee
shall, upon the request of the Metropolitan Government, execute and deliver to the Metropolitan Government
all such instruments as may be desirable to evidence such discharge and satisfaction and the Fiduciaries shall
pay over or deliver to the Metropolitan Government all moneys, securities and funds held by them pursuant to
the General Resolution which are not required for the payment or redemption of Parity Obligations not
theretofore surrendered for such payment or redemption.

Parity Obligations or installments for the payment or redemption of which moneys shall have been set
aside and shall be held in trust by the Paying Agents (through deposit by the Metropolitan Government of
funds for such payment or redemption or otherwise) at the maturity or redemption date thereof shall be deemed
to have been paid within the meaning and with the effect expressed in paragraph (A) of this Section. All
outstanding Parity Obligations of any issue or series shall, prior to the maturity or redemption date thereof be
deemed to have been paid within the meaning and with the effect expressed in paragraph (A) of this Section if
(i) in case any such Parity Obligations are to be redeemed prior to the maturity thereof, the Metropolitan
Government shall have given to the Trustee in form satisfactory to it irrevocable written instructions to deliver
a notice of redemption on said dates of such Parity Obligations, (ii) there shall have been deposited with the
Trustee either moneys in an amount which shall be sufficient, or Investment Securities the principa of and the
interest on which when due will provide moneys which, together with the moneys, if any, deposited with the
Trustee at the same time, shall be sufficient to pay when due the Principal or Redemption Price, if any, and
Sinking Fund Installments and interest due and to become due on said Parity Obligations on and prior to the
Redemption Date or maturity date thereof, as the case may be, and (iii) in the event such Parity Obligations are
not by their terms subject to redemption within the next succeeding sixty days, the Metropolitan Government
shall have given the Trustee in form satisfactory to it irrevocable written instructions to deliver a notice to the
Beneficiaries of such Parity Obligations that the deposit required by (ii) above has been made with the Trustee
and that said Parity Obligations are deemed to have been paid in accordance with this Section and stating such
maturity or redemption date upon which moneys are to be available for the payment of the Principal or
Redemption Price, if applicable, on said Parity Obligations. Neither Investment Securities or moneys
deposited with the Trustee pursuant to this Section nor principa or interest payments on any such Investment
Securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of
the Principal or Redemption Price, if any, and interest on said Parity Obligations; except that any cash received
from such Principa or interest payments on such Investment Securities deposited with the Trustee, if not then
needed for such purpose, shall, to the extent practicable, and solely at the direction of the Metropolitan
Government, be reinvested in Investment Securities maturing at times and in amounts sufficient to pay when
due the Principal or Redemption Price, if any, and interest to become due on said Parity Obligations on and
prior to such Redemption Date or maturity date thereof, as the case may be, and interest earned from such
reinvestments shall be paid over to the Metropolitan Government, as received by the Trustee, free and clear of
any trust, lien or pledge. For the purposes of this Section, Investment Securities shall mean and include only
such obligations as are described in clauses (a), (b) or (€) of the definition of Investment Securities herein and
non-callable municipal bonds rated in the highest rating category by a national rating agency.

If, through the deposit of moneys by the Metropolitan Government or otherwise, the Fiduciaries shall
hold, pursuant to the General Resolution, moneys sufficient to pay the principal and interest to maturity on all
outstanding Parity Obligations, or in the case of Parity Obligations in respect of which the Metropolitan
Government shall have taken all action necessary to redeem prior to maturity, sufficient to pay the Redemption
Price and interest to such Redemption Date, then at the request of the Metropolitan Government al moneys
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held by any Paying Agent shall be paid over to the Trustee and, together with other moneys held by it under
the General Resolution, shall be held by the Trustee for the payment or redemption of outstanding Parity
Obligations.

Anything in the General Resolution to the contrary notwithstanding, any moneys held by a Fiduciary
in trust for the payment and discharge of any of the Parity Obligations which remain unclaimed for two years
after the date when all of the Parity Obligations have become due and payable, either at their stated maturity
dates or by call for earlier redemption, if such moneys were held by the Fiduciary at such date, or for two years
after the date of deposit of such moneys if deposited with the Fiduciary after the said date when al of the
Parity Obligations became due and payable, shall, at the written request of the Metropolitan Government, be
repaid by the Fiduciary to the Metropolitan Government, as its absolute property and free from trust, and the
Fiduciary shall thereupon be released and discharged with respect thereto. (Section 12.1)

Special Provisions Relating to the Insured 2002 Series A Bonds

In accordance with the 2002 Series A Supplemental Resolution, the Metropolitan Government has
agreed with and for the benefit of, Ambac Assurance Corporation (the “Insurer”) that so long as the Insurer is
not in default under the Financial Guaranty Insurance Policy (the “Insurance Policy”), as follows:

Consents.

Any provision of the 2002 Series A Supplemental Resolution expressly recognizing or granting rights
in or to the Insurer may not be amended in any manner which affects the rights of the Insurer thereunder
without the prior written consent of the Insurer.

Whenever the consent of the holders of the Insured Bonds is required under the terms of the General
Resolution, the consent of the Insurer shall also be required.

Anything in the General Resolution to the contrary notwithstanding, upon the occurrence and
continuance of an Event of Default under the General Resolution, the Insurer shall be entitled to control and
direct the enforcement of all rights and remedies granted to the holders of the Insured Bonds or the Trustee for
the benefit of the holders of the Insured Bonds under the General Resolution.

Notices.

While the Insurance Policy is in effect, the Metropolitan Government shall furnish to the Insurer (to
the attention of the Surveillance Department): (a) as soon as practicable after the filing thereof, a copy of any
financial statement, audit and annual report of the Metropolitan Government; (b) a copy of any notice to be
given to the registered owners of the Insured Bonds, including, without limitation, notice of any redemption of
or defeasance of the Insured Bonds, and any certificate tendered pursuant to the General Resolution relating to
the security for the Insured Bonds; and (c) such additional information as the Insurer may reasonably request.

While the Insurance Policy is in effect, the Trustee shall (to the attention of the General Counsel
Office): (a) notify the Insurer of any failure of the Metropolitan Government to provide relevant notices,
certificates, in accordance with the General Resolution, and (b) immediately notify the Insurer if at any time
there are insufficient moneys to make any payments of principal and/or interest as required and immediately
upon the occurrence of any Event of Default under the General Resolution.

The Metropolitan Government thereby agrees to permit the Insurer to (@) discuss the affairs, finances

and accounts of the Metropolitan Government or any information the Insurer may reasonably request regarding
the security for the Insured Bonds with appropriate officers of the Metropolitan Government, and (b) to have
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access to the Project and have access to and to make copies of all books and records relating to the Insured
Bonds at any reasonable time.

Defeasance.

Notwithstanding anything in the General Resolution to the contrary, in the event that the principal
and/or interest due on the Insured Bonds shall be paid by the Insurer pursuant to the Insurance Policy, the
Insured Bonds shall remain Outstanding for all purposes, not be defeased or otherwise satisfied and not be
considered paid by the Metropolitan Government, and the pledge and assignment of the Trust Estate and all
covenants, agreements and other obligations of the Metropolitan Government to the registered owners shall
continue to exist and shall run to the benefit of the Insurer, and the Insurer shall be subrogated to the rights of
such registered owners.

Payment Procedures.

As long as the Insurance Policy shall be in full force and effect, the Metropolitan Government, the
Trustee and any Paying Agent shall comply with the following provisions:

At least one (1) day prior to all interest payment dates, the Trustee or the Paying Agent will determine
whether there will be sufficient funds in the funds and accounts to pay the principal of or interest on the
Insured Bonds on such interest payment date. |f the Trustee or Paying Agent determines that there will be
insufficient funds in such funds or accounts, the Trustee or Paying Agent shall so notify the Insurer. Such
notice shall specify the amount of the anticipated deficiency, the Insured Bonds to which such deficiency is
applicable and whether such Insured Bonds will be deficient as to principal or interest, or both. If the Trustee
or Paying Agent has not so notified the Insurer at least one (1) day prior to an Interest Payment Date, the
Insurer will make payments of principa or interest due on the Insured Bonds on or before the first (1st) day
next following the date on which the Insurer shall have received notice of nonpayment from the Trustee or

Paying Agent.

The Trustee or Paying Agent, shall, after giving notice to-the Insurer as provided in (1) above, make
available to the Insurer and, at the Insurer's direction, to The Bank of New York, in New York, New York, as
insurance trustee for the Insurer or any successor insurance trustee (the "Insurance Trustee'), the registration
books of the Metropolitan Government maintained by the Trustee or Paying Agent and al records relating to
the funds and accounts maintained under the General Resolution.

The Trustee or Paying Agent shall provide the Insurer and the Insurance Trustee with a list of
registered owners of the Insured Bonds entitled to receive principal or interest payments from the Insurer under
the terms of the Insurance Policy, and shall make arrangements with the Insurance Trustee (@) to mail checks
or drafts to the registered owners of the Insured Bonds entitled to receive full or partial interest payments from
the Insurer and (b) to pay principal upon the Insured Bonds surrendered to the Insurance Trustee by the
registered owners of the Insured Bonds entitled to receive full or partial principal payments from the Insurer.

The Trustee or Paying Agent shall, at the time it provides notice to the Insurer pursuant to (1) above,
notify registered owners of the Insured Bonds entitled to receive the payment of principal or interest thereon
from the Insurer (a) as to the fact of such entitlement, (b) that the Insurer will remit to them all or a part of the
interest payments next coming due upon proof of holder entitlement to interest payments and delivery to the
Insurance Trustee, in form satisfactory to the Insurance Trustee, of an appropriate assignment of the registered
owner's right to payment, (c) that should they be entitled to receive full payment of principal from the Insurer,
they must surrender their Insured Bonds (along with an appropriate instrument of assignment in form
satisfactory to the Insurance Trustee to permit ownership of such Insured Bonds to be registered in the name of
the Insurer) for payment to the Insurance Trustee, and not the Trustee or Paying Agent, and (d) that should
they be entitled to receive partia payment of principal from the Insurer, they must surrender their Insured
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Bonds for payment thereon first to the Trustee or Paying Agent who shall note on such Insured Bonds the
portion of the principal paid by the Trustee or Paying Agent and then, along with an appropriate instrument of
assignment in form satisfactory to the Insurance Trustee, to the Insurance Trustee, which will then pay the
unpaid portion of principal.

In the event that the Trustee or Paying Agent has notice that any payment of principal of or interest on
an Insured Bond which has become due for payment and which is made to a holder by or on behalf of the
Metropolitan Government has been deemed a preferentia transfer and theretofore recovered from its registered
owner pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with the final,
nonappeal able order of a court having competent jurisdiction, the Trustee or Paying Agent shall, at the time the
Insurer is notified pursuant to (1) above, notify al registered owners that in the event that any registered
owner's payment is so recovered, such registered owner will be entitled to payment from the Insurer to the
extent of such recovery if sufficient funds are not otherwise available, and the Trustee or Paying Agent shall
furnish to the Insurer its records evidencing the payments of principal of and interest on the Insured Bonds
which have been made by the Trustee or Paying Agent and subsequently recovered from registered owners and
the dates on which such payments were made.

In addition to those rights granted the Insurer under the 2002 Series A Supplemental Resolution, the
Insurer shall, to the extent it makes payment of principal of or interest on the Insured Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the Insurance
Policy, and to evidence such subrogation (a) in the case of subrogation as to claims for past due interest, the
Trustee or Paying Agent shall note the Insurer's rights as subrogee on the registration books of the
Metropolitan Government maintained by the Trustee or Paying Agent upon receipt from the Insurer of proof of
the payment of interest thereon to the registered owners of the Insured Bonds, and (b) in the case of
subrogation as to claims for past due principal, the Trustee or Paying Agent shall note the Insurer's rights as
subrogee on the registration books of the Metropolitan Government maintained by the Trustee or Paying
Agent; upon surrender of the Insured Bonds by the registered owners thereof together with proof of the
payment of principal thereof.

The Trustee.

The Trustee (or Paying Agent) may be removed at any time, at the request of the Insurer, for any
breach of the Trust set forth in the General Resolution.

The Insurer shall receive prior written notice of any Trustee (or Paying Agent) resignation.

Every successor Trustee appointed pursuant to Insurance Policy shall be a trust company or bank in
good standing located in or incorporated under the laws of the State, 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
$75,000,000 and acceptable to the Insurer. Any successor Paying Agent, if applicable, shall not be appointed
unless the Insurer approves such successor in writing.

Notwithstanding any other provision of the General Resolution, in determining whether the rights of
the holders will be adversely affected by any action taken pursuant to the terms and provisions of the General
Resolution, the Trustee (or Paying Agent) shall consider the effect on the holders as if there were no Insurance
Palicy.

Notwithstanding any other provision of the General Resolution, no removal, resignation or

termination of the Trustee (or Paying Agent) shall take effect until a successor, acceptable to the Insurer shall
be appointed.
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Insurer a Third Party Beneficiary.

To the extent that the 2002 Series A Supplemental Resolution confers upon or gives or grants to the
Insurer any right, remedy or claim under or by reason of the 2002 Series A Supplemental Resolution, the
Insurer is thereby explicitly recognized as being a third-party beneficiary under the General Resolution and
thereunder and may enforce any such right remedy or claim conferred, given or granted thereunder.

Interested Parties.

Nothing in the General Resolution or in the 2002 Series A Supplemental Resolution expressed or
implied isintended or shall be construed to confer upon, or to give or grant to, any person or entity, other than
the Metropolitan Government, the Trustee, the Insurer, the Paying Agent, and the registered owners of the
Insured Bonds, any right, remedy or claim under or by reason of the General Resolution or the 2002 Series A
Supplemental Resolution or any covenant, condition or stipulation thereof or of the Insurance Policy, and all
covenants, stipulations, promises and agreements in the General Resolution and the 2002 Series A
Supplemental Resolution contained by and on behalf of the Metropolitan Government shall be for the sole and
exclusive benefit of the Metropolitan Government, the Trustee, the Insurer, the Paying Agent, if any, and the
registered owners of the Insured Bonds.

Special Provisions Relating to the Surety Bond

In accordance with the 2002 Series A Supplemental Resolution, the Metropolitan Government has
agreed with and for the benefit of, Ambac Assurance Corporation (the “Surety Provider”) that so long as the
surety bond (the “Surety Bond”) shall be in full force and effect, the Metropolitan Government, the Trustee
and the paying Agent shall comply with the following provisions:

Consents.

Any provision of the 2002 Series A Supplemental Resolution expressly recognizing or granting rights
in or to the Surety Provider may not be amended in any manner which affects the rights of the Surety Provider
thereunder without the prior written consent of the Surety Provider.

Whenever the consent of the holders of the 2002 Series A Bonds is required under the terms of the
General Resolution, the consent of the Surety Provider shall also be required.

Notices.

While the Surety Bond is in fect, the Metropolitan Government shall furnish to the Surety Provider
(to the attention of the Surveillance Department): (a) as soon as practicable after the filing thereof, a copy of
any financia statement, audit and annual report of the Metropolitan Government; (b) a copy of any notice to be
given to the registered owners of the 2002 Series A Bonds, including, without limitation, notice of any
redemption of or defeasance of the 2002 Series A Bonds, and any certificate tendered pursuant to the General
Resolution relating to the security for the 2002 Series A Bonds; and (c) such additional information as the
Insurer may reasonably request.

While the Surety Bond is in effect, the Trustee shall (to the attention of the General Counsel Office):
(a) notify the Surety Provider of any failure of the Metropolitan Government to provide relevant notices,
certificates, in accordance with the General Resolution, and (b) immediately notify the Surety Provider if at
any time there are insufficient moneys to make any payments of principal and/or interest as required and
immediately upon the occurrence of any Event of Default under the General Resolution.
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The Metropolitan Government thereby agrees to permit the Surety Provider to (a) discuss the affairs,
finances and accounts of the Metropolitan Government or any information the Insurer may reasonably request
regarding the security for the 2002 Series A Bonds with appropriate officers of the Metropolitan Government,
and (b) to have access to the Project and have access to and to make copies of all books and records relating to
the 2002 Series A Bonds at any reasonable time.

Payment Procedures.

In the event and to the extent that moneys on deposit in the funds and accounts is established by the
General Resolution, plus all amounts on deposit in and credited to the Debt Service Reserve Fund in excess of
the amount of the Surety Bond, are insufficient to pay the amount of principal and interest coming due, then
upon the later of: (i) one (1) day after receipt by the General Counsel of the Surety Provider of a demand for
payment in the form attached to the Surety Bond as Attachment 1 (the “Demand for Payment”), duly executed
by the Paying Agent certifying that payment due under the General Resolution has not been made to the
Paying Agent; or (ii) the payment date of the 2002 Series A Bonds as specified in the Demand for Payment
presented by the Paying Agent to the General Counsel of the Surety Provider, the Surety Provider will make a
deposit of funds in an account with the Paying Agent, of amounts which are then due to the Paying Agent
under the General Resolution (as specified in the Demand for Payment) up to but not in excess of the Surety
Bond Coverage, as defined in the Surety Bond; provided, however, that in the event that the amount on deposit
in, or credited to, the Debt Service Reserve Fund, in addition to the amount available under the Surety Bond,
included amounts available under the letter of credit, insurance policy, Surety Bond or other such funding
instrument (the “Additional Funding Instrument”), draws on the Surety Bond and the Additional Funding
Instrument shall be made on a pro rata basis to fund the insufficiency.

The Trustee, or Paying Agent, if appropriate, shall, after submitting to the Surety Provider the
Demand for Payment as provided in the above paragraph, make available to the Surety Provider al records
relating to the funds and accounts maintained under the General Resolution.

The Trustee, or Paying Agent, if appropriate, shall, upon receipt of moneysreceived from the draw on
the Surety Bond, as specified in the Demand for Payment, credit the Debt Service Reserve Fund to the extent
of moneys received pursuant to such Demand.

The Debt Service Reserve Fund shall be replenished in the following priority: (i) principal and
interest on the Surety Bond shall be paid from first available Revenues; (ii) after all such amounts are paid in
full, amount necessary to fund the Debt Service Reserve Fund to the required level, after taking into account
the amounts available under the Surety Bond shall be deposited from next available Revenues.
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APPENDIX B-11
SUMMARY OF THE MANAGEMENT CONTRACT

Set forth below is a summary of the Contract for the Design and Construction of an Energy
Generation Facility, Improvement of an Energy Distribution System, and Long Term Operation and
Management of the Nashville District Energy System (the “Management Contract’). The summary isin all
respects subject to and qualified in its entirety by express reference to the document or documents summarized
therein in its complete form, copies of which are available from the Metropolitan Government. Referencesto
Articles and Sections of the Management Contract are for informational purposes and should not be relied
upon.

Term

Initial Term. The Management Contract indicates that the Initial Term thereof commenced upon the
execution and delivery of the Management Contract (the “ Contract Date”), and shall end on the last day of the
Initial Management Term. (Sections 3.01 and 3.02)

Metro Renewd Options. The Metropolitan Government has the right, at its sole option, to (a) extend
the term of the Management Contract for up to five-year renewa terms following the end of the Initia
Management Term (each such extension being a “Renewal Term”), in each case on the same terms and
conditions as the Initial Management Term of the Management Contract. Metro may exercise more than one
renewal option simultaneously, provided that the remaining Term of the Management Contract shall never
exceed fifteen (15) years, unless Metro receives a legal opinion from its bond counsel that exercise of such
options will not adversely affect the tax exemption of bonds issued to finance the Facility. (Section 3.03)

Ownership and Use of System

Ownership of System. The EGF and the EDS will be owned by Metro. Metro will make the EGF and
the EDS available to the Contractor on an exclusive basis (provided that with respect to the EDS the
availability of the tunnels shall be non-exclusive) for the Contractor's use during the term of the Management
Contract. Any additions to or improvements to the EGF or the EDS will be owned by and be the property of
Metro, unless expressly agreed to the contrary in writing by Metro and the Contractor.

The Contractor shall perform the Contract Services as an independent contractor and shall not have
any legal, equitable, tax beneficial or other ownership or leasehold interest in the System. (Section 7.01)

All steam and chilled water and any other form of energy generated by the System shall be owned by
and be the property of Metro until such time as ownership may transfer to a Customer pursuant to a Customer
Contract.  Further, all pollution offsets, credits, allowances or similar assets or subsidies related to the
ownership or operation of the System shall be owned by and be the property of Metro. (Sections 7.04 and
7.05)

System Use During the Term of the Management Contract, the Contractor may enter upon, occupy
and use the System to operate, maintain, repair, replace and manage the System, and to design, construct,
install, start-up and test the Facility and the Initial System Improvements, all to provide the Contract Services
in accordance with the Management Contract, and for no other purpose The Contractor shall keep the System
in good and safe order and condition. The Contractor shall use the System solely for the purpose of delivery of
steam and chilled water and condensate to and from the Customers. The Contractor will not directly enter into
contracts with potential customers for the purchase and sale of energy from the System without the express
written consent of Metro. (Section 7.02)

B-11-1



Liens and Encumbrances. At all times during the Term of the Management Contract, the Contractor
shall keep the System free from any and al Liens and Encumbrances arising out of or in connection with
(1) the Contract Services, or (2) any acts, omissions or debts of the Contractor, the Guarantor, their Affiliates
and their Subcontractors, provided that the Contractor shall have the right to contest Liens in good faith by
appropriate proceedings. (Section 7.03)

Construction of Facility and Facility Improvements

Responsibility for Construction Work. Commencing on the Construction Commencement Date, the
Contractor shall commence and proceed diligently to undertake, perform and complete the Construction Work
in accordance with the Contract Standards and achieve Acceptance on or prior to the Scheduled Acceptance
Date. The Contractor shall be responsible for complying with any regquirements imposed by Applicable Law,
including by any Governmental Body, relating to the development of the EGF. The Contractor shall not
unreasonably interfere with operation of the Thermal Facilities and the Contractor shall provide a means for
effective control of construction vehicle traffic. The Contractor shall develop and comply with a construction
management plan for project organization, design, procurement, construction, supervision, worker safety, and
testing for Acceptance of the Facility. Metro is not responsible for the Contractor's means and methods of
construction. No changes to the Design Requirements are permitted without Metro approval. (Sections 10.01
and 10.02)

Fuel Delivery Systems. The Contractor shall ensure that the Facility has access to an adequate supply
of natural gas and electricity (but the Contractor shall not be responsible for purchasing natural gas or
electricity under the Management Contract) to operate the Facility at peak loads. The backup fuel supply shall
be propane. (Section 10.03)

Title to Materiadls. Metro shall have legal title to al construction materials and equipment to be
incorporated in the Facility or the EDS upon their delivery to the System. Prior to Acceptance, the risk of loss
concerning such materials shall remain with the Contractor, subject to any loss resulting from Uncontrollable
Circumstances. (Section 10.05)

Utilities and Fuels. The Contractor shall be responsible for providing adequate services for telephone,
electricity, natural gas, backup fuels, potable water, nonpotable water, sanitary drainage and storm drainage, as
required by its approach, during all phases of construction and operation. Verification and evaluation of
existing services shall be the Contractor's sole responsibility. The Contractor shall provide supplementary or
new servicesif required at its sole expense The Contractor shall be responsible for installing and maintaining
metering instrumentation on supplies of electricity, natural gas, backup fuels, potable water and nonpotable
water used in generating steam and chilled water.

The Contractor shall provide for separate submetering for electrical loads associated with the chilled
water system's electrical consumption, and electrical 10ads associated with the steam system. The purpose of
thisisto provide for an allocation of electricity usage to chilled water and steam delivery, respectively, and to
allocate electricity charges against the Guaranteed Maximum Utility Usage per the Contractor's Fuel and
Utility Usage Proposal.

All systems for fuel handling, storage metering and management are the responsibility of the
Contractor. (Section 10.08)

General Design Responsihilities. All architect(s), engineer(s) and/or land surveyor(s) of record
utilized in the performance of the Construction Work, and those individuals who review and approve the
design of architectural, structural, civil, mechanical, electrical, instrumentation and other engineering features
of the Facility and the Initial System Improvements, shall be legally licensed in the State. Qualified architects,
engineers, land surveyors and other professionals selected and paid for by the Contractor shall perform all
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design and engineering services. The Contractor also shall provide all administrative and drafting services
associated with the Construction Work.

The Contractor shall fully develop all process and mechanical designs, the complete interior and
exterior space planning, architectural design, building systems engineering and design, electrical and
instrumentation designs, and site development engineering and design, including the preparation of
construction drawings and specifications as necessary, to produce the Facility in a complete, finished and
operable condition.

The Contractor's architects and engineers shall be responsible, as the architects and engineers of
record, for review and approval of shop drawings, product data, and samples produced by the Contractor and
its Subcontractors.

The Contractor shall be responsible for coordinating the Construction Work among all disciplines.
The Contractor's architects and engineers shall visit the sites as necessary to be familiar with the progress and
quality of the Construction Work and shall work with the Contractor to ensure that the Construction Work
proceeds in accordance with the design intent. (Section 10.09)

Review Responsibilities and Documentation. The Contractor shall assume all risks associated with
any deviations not specifically enumerated and associated with assuming that requests for deviations will be
granted. (Section 10.10)

General Construction Responsihilities. The Contractor shall provide qualified personnel to supervise
and direct the Construction Work. The Contractor shall be solely responsible for al construction, fabrication,
delivery, erection, installation, means, methods, techniques, sequences and procedures. The Contractor shall
coordinate all portions of the Construction Work. The Contractor shall be responsible to Metro for the acts
and omissions of the Contractor's officers, directors, consultants, employees, architects, the Metropolitan
Governments, engineers, contractors and Subcontractors, and their respective agents and employees, and any
other Person(s) performing any of the Construction Work. The Contractor shall not be relieved from
obligations to perform the Construction Work in accordance with Metro requirements by the inspections, tests
or reviews required or performed by Persons other than the Contractor.

The Contractor shall provide and pay for al labor, materials, equipment, tools, construction equipment
and machinery, water, heat, utilities, transportation and other facilities and services necessary for the proper
execution and completion of the Construction Work, whether temporary or permanent.

The Contractor warrants to Metro that all materials and equipment furnished shall be new unless
otherwise expressy specified and permitted by the Management Contract, and that all Construction Work shall
be of good, first quality, free from faults and defects (Section 10.11)

Construction Quality Assurance/Quality Control Plan. The Contractor shall submit a Construction
Quality Assurance/Quality Control Plan (QA/QC Plan). The QA/QC Plan shall establish a protocol to be used
to maintain an effective construction quality control system. (Section 10.12)

Metro Corrective Action. Metro shall have the right to perform any obligation of the Contractor
relating to matters of health, safety, environmental or aesthetics that the Contractor fails to promptly perform
after notice, and to charge the Contractor the cost of such corrective action, provided that Metro has given the
Contractor notice of its intention to do so and a reasonable opportunity to cure the matter that is the subject of
Metro'scomplaint. (Section 10.16)

B-11-3



Warranties. The Contractor shall warrant the Facility and the systems and components thereof for the
manufacturer's warranty period and, to the extent permitted by such manufacturer's warranties, shall cause the
warranties to run to Metro's benefit. (Section 10.18)

Acceptance of Facility and System I mprovements

Substantial Completion. The Contractor shall hot commence start-up operations in preparation for
conducting the Acceptance Tests until Substantial Completion has occurred. Substantial Completion shall
occur only when the following conditions have been satisfied: (i) a preliminary or temporary certificate of
occupancy has been issued for the Facility, if required by Applicable Law; (ii) the Contractor is authorized to
conduct the Acceptance Tests and to operate the Facility under Applicable Law, and such authorization has not
been withdrawn, revoked, superseded, suspended, or materially impaired or amended; (iii) al utilities specified
or required under this Contract to be arranged for by the Contractor are connected and functioning properly;
(iv) Metro has approved in writing, such approval not to be unreasonably withheld, the certification by the
Contractor that all Construction Work, excepting items that will be included on the Final Punch Ligt, is
complete and in dl respects is in compliance with this Contract; (v) the Contractor has submitted to Metro, and
Metro has approved, atransition plan for transferring energy generating services from Thermal to the Facility
with no interruption in service to Customers and no damage to either the Facility or the Thermal Facility and
that such a transition plan shall address consideration of Contractor hiring Therma Employees that may be
interested in positions available at the Facility; (vi) the Contractor has delivered to Metro written certification
from equipment manufacturers that all major items of machinery and equipment have been properly installed
and tested in accordance with the manufacturers recommendations and requirements; (vii) al warranties
required to be obtained under the Management Contract have been delivered to Metro; (viii) the Contractor has
delivered to Metro a revised, draft Operations and Maintenance Manual in accordance with the Management
Contract; (ix) the Contractor has submitted to Metro and Metro has reviewed and approved the plan for
Acceptance Testing as required by the Management Contract; (x) if required by Applicable Law, any
Governmental Body having jurisdiction has approved the plan for Acceptance Testing; and (xi) the operation
and maintenance manual shall include a separate manual for safety procedures and emergency plansin case of
fire, explosion, energy escape, fuel leaks or similar catastrophes. (Section 11.01)

Acceptance Date. The Acceptance Date shall be the date on which all of the following shall have
occurred: (i) the System has achieved Substantial Completion, (ii) the Contractor has certified to Metro that
the entire System is ready for Acceptance Testing, (iii) the Contractor has certified to Metro that the entire
System is capable of demonstrating that it can pass the Acceptance Tests, (iv) the Transition Date (as defined
in the Initial Customer Contracts) shall have occurred, and (v) either (a) the System has passed both portions of
the Acceptance Test (Steam Facilities Acceptance Test and Chilled Water Facilities Acceptance Test) at the
full Acceptance Standard or (b) the System has passed both portions of the Acceptance Test at the full
Acceptance Standard for all guarantees other than those set forth in the Management Contract, and the
payments required by the Management Contract as a condition of Acceptance have been made. Procedures set
forth below under the heading “ Acceptance Date Disagreement” shall apply to resolving disagreements as to
whether the Acceptance Date has occurred. (Section 11.04)

Acceptance Date Conditions. The following conditions shall constitute the “Acceptance Date
Conditions,” each of which must be satisfied in all materia respects by the Contractor in order for the
Acceptance Date to occur, and each of which must be and remain satisfied as of the Acceptance Date: (i) the
Contractor shall have completed the Acceptance Tests and such tests shall have demonstrated that the Facility
and the Initial System Improvements have met the Acceptance Standards; (ii) the Contractor shall demonstrate
that Substantial Completion has occurred; (iii) all Governmental Approvals for long-term operation of the
Facility and the Initial System Improvements have been duly obtained and are in full force and effect Copies
of all such Governmental Approvals, to the extent not in Metro's possession, certified by the Contractor shall
have been delivered to Metro; (iv) the Contractor shall have delivered to Metro final as-built record drawings
and shall have certified that the Facility and the Initial System Improvements were constructed in accordance
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with the Design Requirements; (v) the Contractor shall be in possession of, and shall have delivered to Metro,
copies of applicable warranties and maintenance manuals; (vi) there shall be no Event of Default by the
Contractor under the Management Contract or by the Guarantor under the Guaranty, or event which with the
giving of notice or the passage of time would constitute an Event of Default by the Contractor thereunder or an
Event of Default by the Guarantor under the Guaranty; (vii) the Contractor shall have submitted to Metro an
emergency response plan; (viii) the Contractor has delivered to Metro a claims statement setting forth all
claims of the Contractor connected with, or arising out of, the Construction Work; and (ix) the Contractor shall
submit a proposed Final Punch List to Metro when the Contractor believes that the Construction Work has
been substantially completed in compliance with the Management Contract. (Section 11.05)

Test Report. Following conclusion of each part of the Acceptance Tests, the Contractor shall furnish
Metro with a certified written report describing and certifying: (i) the Acceptance Test conducted; (ii) the
results of each Acceptance Test; and (iii) the level of satisfaction of the Acceptance Standard relating thereto
and al other requirements specified in the Management Contract. (Section 11.06)

If Metro concurs with the Contractor's certification that the full Acceptance Standards and the other
requirements of Acceptance have been achieved, the Facility and the Initial System Improvements shall be
deemed to have achieved Acceptance and the Acceptance Date shall be deemed to have been established on a
permanent basis from the date of the Contractor's original certification of the Acceptance Date.

Acceptance Date Disagreement. |f during the review period, Metro does not concur with such
certification, Metro shall notify the Contractor of the basis for its disagreement. In such event, either party
may initiate non-binding mediation in accordance with the Management Contract or, if non-binding mediation
fails to resolve the issues, judicial proceedings. Acceptance shall not be deemed to have been achieved unless
the Acceptance Test, conducted in a unified and continuous manner as provided in the Acceptance Test plan
and the Management Contract, demonstrates that all of the Acceptance Standards have been met. (Section
11.07)

Extension Period. If Acceptance shall not have occurred on or before the Scheduled Acceptance Date
for any reason other than Uncontrollable Circumstances, the Contractor may conduct or repeat the Acceptance
Test as often as it desires in order to secure Acceptance of the Facility and the Initial System Improvements
during the Extension Period. (Section 11.08)

Failure to Meet Acceptance Standard. If, as of the last day of the Extension Period, the Acceptance
Date has not occurred, an Event of Default by the Contractor will be deemed to have occurred under the
Management Gntract, notwithstanding any absence of notice, further cure opportunity or other procedural
rights accorded the Contractor thereunder, and Metro shall thereupon have the right to terminate the
Management Contract. Upon any such termination, Metro shall have al of the rights provided in the
Management Contract upon a termination of the Contractor for cause (Section 11.09)

Final Completion. The Contractor shall achieve Final Completion within 30 days (subject to
extension for Uncontrollable Circumstances) after the Acceptance Date. “Final Completion” shall occur when
al of the following conditions have been satisfied: (i) the Acceptance Tests have been conducted, the
Acceptance Standards have been achieved, and Acceptance has occurred; (ii) al Construction Work is
complete and in all respects is in compliance with the Management Contract; (iii) al spare parts required by
the original manufacturer requirements or the Design Requirements have been delivered and are in storage at
the Facility; (iv) the Contractor has furnished to Metro all material required to be delivered prior to
Acceptance; (v) the Contractor shall have delivered to Metro a final and complete set of record drawings and
shall certify that the Facility and the Initial System Improvements were constructed in accordance with the
Design Requirements; and (vii) the Contractor shall be in possession of, and shall have delivered to Metro,
copies of applicable warranties, together with applicable operating and maintenance manuals. (Section 11.10)
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Cogt of Operations During Acceptance Testing. The Fixed Construction Price proposed by the
Contractor includes all amounts necessary to pay for operations and maintenance of the Facility (other than
Pass-Through Cost components and the cost of Fuels incurred to provide services after the Service
Commencement Date) and the EDS during the Acceptance Tests and any period of commissioning between
testing and Acceptance, as well as the basic cost of construction and any start-up operations. The cost of any
retesting due to Contractor failure of the initial Acceptance Tests, including Metro costs (other than Pass
Through Cost components and the cost of Fuels incurred to provide services after the Service Commencement
Date) shall be borne by the Contractor. (Section 11.12)

Seamless Transition from Thermal Plant. Prior to testing, the Contractor must submit a transition plan
which must be consistent with the provisions of the Management Contract to Metro for the seamless transition
from Thermal to the new Facility. The transition plan must be approved by Metro prior to commencement of
Acceptance Testing. (Section 11.15)

Construction Performance Guarantees and Damages

The Contractor has agreed to meet certain construction related Performance Guarantees, the failure to
satisfy of which will result in damages payable to Metro by the Contractor.

Achievement of Acceptance The Contractor has agreed to achieve Acceptance by the last day of the
Extension Period. If the Facility fails to achieve Acceptance on or prior to the end of the Extension Period and
Metro terminates the Management Contract by reason thereof, the Contractor shall pay liquidated damages in
an amount (i) sufficient to discharge the Fecility bonds plus (ii) $5,000,000 for the benefit of Metro as
compensation for the cost of Metro in procuring the Management Contract plus additional work that will be
required to procure a new contract.

Output Acceptance Guarantees.

Seam Capacity

0] At Facility: 260,000 Ib/hr at the main header of the boiler, 150.0 PSIG-saturated,
nominal condition

(i) At Delivery Points 160,000 Ib/hr system peak demand, 150.0 PSIG-saturated,
nominal condition

Chilled Water Delivery

(@) At Facility: 42.0 degree — F nomina
(i) At Delivery Points 42.0 degree - F

Refrigeration Capacity at Facility Boundary

(@) 20,800 Tons, measured in accordance with ARI 550 standards, at a plant temperature
differentia of 14.0 degree-F, and

(i) 20,592 Tons, measured in accordance with ARI 550 standards, at a plant temperature
differential of 10.0 degree-F.

If the Facility would otherwise achieve Acceptance under the Management Contract but for failure to
satisfy the output guarantees set forth above, and provided that the Acceptance Tests demonstrate that the
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Facility has satisfied each of he foregoing guarantees at a level of at least 85% of the full Acceptance
Standard, the Contractor may achieve Acceptance by paying to Metro an amount equal to (i) with respect to
the steam capacity guaranty, that amount that would be necessary to defease that percentage of the bonds
issued to finance the System equal to the percentage of the shortfall from the full Acceptance Standard for
steam generation multiplied by the percentage that System costs financed with bonds allocable to steam
generation bear to total costs allocable to steam generation plus chilled water generation and, (ii) with respect
to chilled water delivery or refrigeration capacity guarantees, that amount that would be necessary to defease
that percentage of the bonds issued to finance the System equal to the percentage of the shortfall from the full
Acceptance Standard for chilled water generation multiplied by the percentage that System costs financed with
bonds alocable to chilled water generation bear to total costs allocable to steam generation plus chilled water
generation.

Usage Guarantees

(@) Fuel, electricity and water usage per pound of acceptable steam generated at the Facility
boundary, (Btu/lbm) shal be as set forth under the caption “Operation Performance
Guarantees and Damages — Fuel and Utility Usage Efficiency Guaranty” below

(i) Electricity and water usage per unit of chilled water generated at Facility boundary,
(kwhr/ton) shall be as set forth under the caption “Operation Performance Guarantees and
Damages — Fuel and Utility Usage Efficiency Guaranty” below

If the Facility would otherwise achieve Acceptance but for failure to satisfy the usage performance
guarantees, the Contractor may achieve Acceptance by paying to Metro an amount equal to the present value
(using the bond rate as the discount rate) of the additional energy costs projected to be incurred by Metro as a
result of the reduced efficiency of the Facility. Such costs shall be projected using the financial and other
assumptions included in the “base case” projections prepared in connection with the issuance of the Facility
bonds. If the Facility achieves Acceptance at a performance level below the level guaranteed in the usage
guarantees, the guarantee made under the caption “Operation Performance Guarantees and Damages —
Fuel and Utility Usage Efficiency Guaranty” below shall be modified to be equal to the reduced efficiency
level at which the Facility achieved Acceptance.

Environmental Guaranty. The Contractor guarantees that at all times during the Management Period
the Facility shall comply with al environmental standards and Applicable Law. (Section 11.13)

Contract Price; Payment for Construction Work

Fixed Construction Price Metro shall pay the Contractor in accordance with the Progress and
Payment Schedule of the Management Contract as full compensation and in consideration of the Contractor's
full and complete performance of the Construction Work and all of the Contractor's other obligations under the
Management Contract, the fixed sum of $46,904,737. which sum shall not escalate if the Construction
Commencement Date occurs on or prior to January 1, 2003. The Fixed Construction Price includes all sales,
use, value added, import or export and other taxes or duties levied upon the Contractor for any of the
Construction Work, and all payroll, franchise and income taxes levied on the Contractor with regard to the
performance of its obligations under the Management Contract, all fuels and utilities required prior to the
Acceptance Date and all other costs of achieving Acceptance through the Acceptance Date. Fixed
Construction Price shall also include certain costs of Insurance required by the Management Contract. The
Contractor shall not be responsible for any real estate taxes on the Project or the Project Site.

The Fixed Construction Price does not include the cost of any improvements to the EDS, other than
interconnections between the Facility and the existing EDS. The Management Contract, however, authorizes
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an additional sum of $3,291,416 to be wsed to pay for the costs of such interconnections and various other
improvements set forth therein  (Section 9.01)

Escalation of Fixed Construction Price The Fixed Construction Price will escalate from October 8,
2002 to the Construction Commencement Date. The escalated Fixed Construction Price will be calculated as
follows:

Fixed Price 1+ [ CPI (datey) - CPI (datep)]
Adjusted Price = multiplied by the Adjustment CPI (date0)

Factor, when the Adjustment

Factor is
where: CPI means CPI-South: Size Class B/C;

CPI (datex) means the CPI as of the Construction Commencement Date; and
CPI (datey) means the CPI as of October 8, 2002 (Section 9.01(B))

Adjustments to Fixed Construction Price. The Contractor shall be entitled to an adjustment to the
Fixed Construction Price for any increased costs to the Contractor resulting from (i) Uncontrollable
Circumstances to the extent set forth in the Management Contract, (ii) upfront costs charged by any utilities,
including water, sewer, electric and natural gas for interconnections to the Facility and (iii) Metro requested
change orders If thereis a Change in Law resulting in a decrease in taxes that, if increased, would constitute
an Uncontrollable Circumstance, there shall be a reduction to the Fixed Construction Price in the in the amount
of such decrease (Section 9.01(C))

Limitation on Payments for Construction Work. The Contractor agrees that the Fixed Construction
Price shall be the Contractor's entire compensation and reimbursement for the performance of the Contractor's
Construction Work, including obtaining all utilities that the Contractor will require to perform the Construction
Work, starting up the EGF and the EDS, transitioning from Thermal to the new Facility and operating the EGF
and the EDS during the Acceptance Test and all sales, use and other taxes on any of the foregoing. In no event
shall the Contractor be entitled to any payment for the Construction Work in excess of the Fixed Construction
Price, except as set forth in the Management Contract, notwithstanding any cost overruns the Contractor may
incur. The Contractor shall finance and pay for any such excess costs in any manner it chooses without
reimbursement from or other claim upon Metro. (Section 9.01(D))

The Fixed Construction Price is apportioned 40% to steam service and 60% to chilled water service
(Section 9.01(E))

Construction Disbursement Requisition Procedure Upon the Construction Commencement Date, the
Contractor shall be entitled to submit a Requisition for the initial payment of the Fixed Construction Price set
forth in the milestone payment schedule of the Management Contract. Following the initial payment, the
Contractor shall be entitled to submit Requisitions on a monthly basis and receive from Metro the remainder of
the milestone payments, which: (1) shall be made only upon completion of the milestone required to be
completed as the basis for such payment as set forth in the Management Contract; (2) shall be subject to the
maximum payment limitations specified in the maximum drawdown schedule set forth in the Management
Contract; and (3) shall be subject to the conditions of payment set forth in the Management Contract. On the
date that the Acceptance Date is permanently established therein the Contractor shall be entitled to receive all
payments due for completed work which remain unpaid as of such date, except for the payment conditioned on
Fina Completion in the event Final Completion has not occurred prior to the Acceptance Date. Milestone
payments are established for each separate improvement constituting part of the Construction Work, and the
monthly payment of the Fixed Construction Price shall be the sum of all such milestone payments then due.
The Fixed Construction Price Adjustments shall be payable monthly when and as the cost or expense
congtituting the Fixed Construction Price Adjustment is paid or incurred. If the Fixed Construction Price is
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escalated, as described above under the heading “Escalation of Fixed Construction Pricg’ such increase shall
be allocated pro rata among all milestone payments. (Section 9.02)

Retainage. Each milestone payment will be subject to a 10% retainage holdback. Such retainage shall
be held in a segregated account and interest earned on the retainage holdback shall be for the Contractor's
benefit only. On the Acceptance Date, Metro shall release the retainage, less that portion of the retainage that
is reasonably estimated by the Contractor and agreed to by Metro as being equal to the value of the work listed
on the Final Punch List prepared pursuant to the Management Contract. Metro shall release to the Contractor
the balance of the accumulated funds so retained upon receipt of certification from the Contractor and
confirmation by Metro that Final Completion has occurred. (Section 9.03)

Permissible Withholdings. Metro may disapprove and withhold and retain al or any portion of any
payment requested in any Requisition in an amount equal to the sum of : (i) any amounts which are permitted
under the Management Contract to be withheld from any payment requested in any Requisition; (ii) any delay
liquidated damages which are payable as a result of failure to achieve Acceptance; (iii) any indemnification or
other amounts which are due and owing to Metro under any provision of the Management Contract; (iv) any
deductions which are required by Applicable Law; (v) any payments with respect to which the documents
required to be delivered in connection therewith are not correct and complete; (vi) an amount equal to the cost
to Metro of performing any work in the event of afailure by the Contractor to timely perform its obligations
under the Management Contract; (vii) any payments with respect to which the Construction Work covered by
such Requisition (or any previous Requisition) does not comply with the Management Contract; (viii) any
payments with respect to which any person has filed a Lien or Encumbrance resulting from the acts or
omissions of the Contractor in performing the Construction Work, where such Lien or Encumbrance remains
unreleased, unbonded or undischarged; and (ix) all requisitioned payments, if an Event of Default of the
Contractor has occurred under the Management Contract or if the Contractor is not in compliance with the
Small Business Program. (Section 9.07)

Operation, Maintenance, Repair and Replacement Obligations

Commencement of Servicer Commencing on the Scheduled Service Commencement Date, the
Contractor, at its expense, will operate and maintain the Facility and the EDS (including the tunnels) on a 24-
hour per day, *day per week basis, subject to the provisions of the Management Contract which relate to
maintenance, in accordance with the Contract Standards and the performance guarantees, including Applicable
Law and the other requirements of the Management Contract.

If the Facility commences providing services (i) later than the Scheduled Service Commencement
Date then for the period ending on the earliest to occur of the commencement of service under the
Management Contract (if other than the Scheduled Service Commencement Date), the end of the Extension
Period or the date of any termination of the Management Contract, the Contractor shall pay to Metro daily
delay liquidated damages in the amount of the sum of (i) daily debt service occurring on the Bonds (net of
daily earnings on invested proceeds of the bonds) and (ii) $10,000 per day for each day that the
commencement of service starts after the Scheduled Service Commencement Date in each case up to the end
of the Extension Period or, T sooner, the date of any termination of the Management Contract or the
commencement of service (Section 12.01)

If the Service Commencement Date occurs prior to the Scheduled Service Commencement Date,
Metro shall pay to the Contractor an incentive payment equal to $10,000 for each day that the Service
Commencement Date is in advance of the Scheduled Service Commencement Date. (Section 11.16)

Staffing and Training. Except upon a default, the Contractor has sole authority and responsibility to
employ, discharge, and otherwise control its employees and has complete and sole responsibility as a principal
for its agents, al subcontractors and all other persons and entities that the Contractor or any subcontractor hires
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to perform or assist in performing any services or obligations. The Contractor shall be responsible for training
the Service Manager, operations supervisors and other necessary staff to perform the services under the
Management Contract. The Contractor covenants that it will interview and give priority to current Thermal
employees for positions to which they are qualified when staffing the facility and the EDS, consistent with
Applicable Law. (Section 12.02)

Maintenance The Contractor, at its expense, will maintain the System in accordance with the
Contract Standards, including Prudent Utility Practice, Applicable Law, Performance Guarantees and the
Required Insurance; will comply with a detailed preventive and predictive maintenance plan and operation and
maintenance manual; and will keep complete daily and annual maintenance logs. The Contractor will also
maintain a spare parts inventory in accordance with Prudent Utility Practice The Contractor must provide
(monthly and annually) a detailed accounting and proofs of maintenance tasks undertaken and related costs and
a computerized preventative maintenance management and scheduling system. All scheduled maintenance
shall be done in away that requires the minimum reduction or cessation of energy delivery services consistent
with Prudent Utility Practices.

The Contractor also shall be responsible for (i) maintaining the Facility grounds, including fencing,
lighting, signage, litter removal, lawn mowing, leaf raking and brush cutting; (ii) installing (to the extent not
already existing), operating and maintaining the metering and interconnections of Customers with the EDS;
(iii) insgtalling and hydraulically and thermally balancing the EDS system, including any extension or
modifications required to connect the EDS to the Facility; and (iv) repairing and maintaining any streets,
sidewalks, public right of ways, utilities, or other property damaged by the operation and maintenance of the
Facility or the EDS.

The Contractor shall maintain al maintenance records in accordance with the Computerized
Maintenance Management System (CMMS) guidelines. Such records shall be accessible at all times to Metro
oversight personnel and Metro's authorized agents. The Contractor shall include CMMS summaries in its
monthly and annual reports.

Subject to the limitations set forth in the Management Contract, and to the related obligations of the
Customer Contract, the Fuel Purchase Contract, or related customer service contracts, the Contractor is
permitted to perform scheduled maintenance during the prescribed ime periods. Scheduled maintenance,
which is required to be performed with the EDS out of service (cold outage) is limited to two such events per
calendar year, and a maximum service interruption of 12 hours each, for steam and chilled water, respectively.
Such outages shall be for the express purpose of performing required maintenance on portions of the
equipment or EDS which cannot otherwise be repaired, serviced, or replaced “on-line” because of personnel
safety or repair feasibility. Such scheduled autages shall also be subject to a minimum of 30 days advanced
notice, in writing, to all affected customers, and customer concurrence as to timing, and implementation by the
Contractor of any special provisions to preclude or mitigate customer service issues. |n addition, Contractor
shall submit to Metro, for review and comment, a detailed outage plan and schedule at least 45 days prior to
any scheduled outage. Subject to all the aforementioned conditions, outages shall be planned only during the
month of April or the period from September 15 — October 15, on such weekend or holiday off-peak time
selected to minimize customer impacts (Section 12.03)

Capital Repair and Capital Replacement. The Contractor shall be responsible throughout the Term for
making all repairs and replacements, including major maintenance, repairs and replacements, and upgrading or
replacing obsolete equipment, machinery, facilities, structures and improvements constituting the Facility and
the EDS (including the tunnel system housing portions of the EDS and direct buried piping systems). Thus, all
major maintenance, repair and replacement, whether of an operating or capital nature, shall be the
responsibility of the Contractor under the Management Contract, and be compensated for solely through the
Management Fee. (Section 12.04)
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Procedures to Assure Sufficiency of Contractor Maintenance, Repair and Replacement Work. The
Contractor shall develop and maintain a comprehensive, computerized maintenance management system to
plan and manage predictive and preventive maintenance and equipment inventories. The costs in excess of
those budgeted are the Contractor's responsibility. Metro may, at its expense, perform a maintenance
inspection every year and a comprehensive maintenance audit every three years. An exit audit of the condition
of the Facility will be performed in Contract Y ear 14 or the final Contract Y ear, as appropriate  Facility and
the EDS will be returned to Metro at end of contract term in well maintained, functional condition, without
need for overhauls. (Section 12.05)

Safety and Security. The Contractor shall maintain the safety of the Facility and the EDS and provide
a safe workplace at alevel consistent with Applicable Law, al Required Insurance, the safety plan and Good
Industry Practice The Contractor shall provide for safe and orderly vehicular movement. The Contractor
shall be responsible for maintaining the security of the Facility and take al responsible actions to prevent
vandalism to the Facility and the EDS. (Section 12.06)

No Nuisance The Contractor shall be responsible for keeping the Facility neat, clean, and litter-free
a al times, to ensure that the operation of the Facility does not create any impermissible odor, litter, noise,
fugitive dust, or other adverse environmental effects constituting, with respect to each of the foregoing, a
nuisance condition (including a violation of any Applicable Law). Should any such nuisance condition occur,
the Contractor shall expeditiously remedy the condition, pay any regulatory fines and indemnify Metro from
any third party nuisance claims. (Section 12.07)

Compliance With Permits/Applicable Law. All of the responsibilities that the Contractor and its
subcontractors perform under the Management Contract must be performed in accordance with Applicable
Law (including all applicable Governmental Approvals). The Contractor will remedy any failure to comply
with Applicable Law at its expense, bear all loss and expense, and pay any fines and penalties related thereto.
(Section 12.08)

Utilities and Fuel. The Contractor shall arrange for al other Utilities to the Facility and while the Fuel
Purchase Contract is in effect, for Fuels supplies for the Facility. Payment for Fuels shall be made under the
Fuel Purchase Contract If the Fuel Purchase Contract is terminated, then Metro shall be responsible for
arranging for Fuel supplies necessary to operate the Facility in accordance herewith. (Section 12.09)

Contractor Emergency Response The Contractor shall immediately respond to all Facility and EDS
emergencies (no later than two hours during nights, weekends or holidays), according to its contingency plan,
emergency response plan and safety plan promptly correct the condition, and abate any inconvenience to the
public or Customers (Section 12.10)

Prudent Utility Practice Prudent Utility Practice shall be utilized under the Management Contract to,
among other things, implement, and in no event to relieve or displace, the Contractor's obligation to comply
with the specific terms and conditions of the Management Contract, including the compliance with Applicable
Law, Performance Guarantees, and Required Insurance In no event shall any evolution of Prudent Utility
Practice relieve the Contractor of its specific obligations under the Management Contract (Section 12.11)

Billing, Collection and Metering. The Contractor shall, on behalf of Metro, perform and be
responsible for al billing, collection and metering services. The fees collected shall be deposited with the
Trustee under the terms of the Trust Indenture The Contractor shall install and maintain al meters and
calibrate them to the level of accuracy specified in the Contract Standards. (Section 12.12)

Performance of Customer Contracts. The Contractor shall take and perform al actions in order to
perform the obligations of Metro under the Customer Contracts provided that, with respect to Additional
Customer Contracts that have not been approved by the Contractor, the Contractor's performance obligations
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shall be limited to delivery of steam and chilled water (subject to the limitations of the Management Contract).
(Section 12.14)

Damages Due to System Interruptions. In the event the Contractor fails to provide Steam and/or
Chilled Water or any substitute service reasonably acceptable, for a period exceeding three consecutive days,
except due to Uncontrollable Circumstances, the Contractor shall be liable to Metro for any amounts payable
by Metro for such failure to provide service to the Customers. The Contractor shall pay as damages to Metro
any amounts Metro owes as damages under the Customer Contracts. (Section 12.16)

Service Interruptions. To the extent there are service interruptions for maintenance or safety or any
reason whatsoever, the Gntractor shal (i) notify all Customers as soon as it is aware of the interruption,
(i) use al reasonable efforts to minimize the duration of such interruption, (iii) try to schedule any intentional
interruption during a period of low energy usage or demands, and (iv) pay any amounts Metro becomes
obligated to pay Customers in respect thereof in accordance with the terms of the Customer Contracts
(Section 12.19)

Operation Performance Guarantees and Damages

The Contractor has agreed to meet certain Performance Guarantees on a continuous basis during the
Term of the Management Contract the failure to satisfy of which will result in damages payable to Metro by
the Contractor.

Availability Guaranty. The Contractor guarantees that except to the extent excused by Uncontrollable
Circumstances the Facility will operate in accordance with the terms of the Management Contract, at al times
during the Management Period, 24 hours per day seven days per week. The only permitted exceptions are for
Metro approved scheduled maintenance periods as defined and limited in the Management Contract.

Damages for failure to meet the availability guaranty shall be payment by the Contractor to Metro of
an amount equal to the additional cost of providing alternative energy (including costs of start-up, operation,
electricity, equipment rental, standby charges and fuel) to the extent required to meet Customers' needs under
the Customer Contracts during the period. Damages shall aso include reimbursement to Metro for damages
payable by Metro to Customers.

Steam Mass Flow Rate and Quality Guaranty.

(i) At the Facility. The Contractor guarantees that except to the extent excused by
Uncontrollable Circumstances at all times during the Management Period the Facility
will be capable of producing steam at the Facility at a capacity of 221,000 1b/hr at
the main header of the boilers, 150.0 psig, saturated, nominal condition.

(ii) At All Delivery Points on the EDS The Contractor guarantees that except to the
extent excused by Uncontrollable Circumstances at all times during the Management
Period the Facility will be capable of producing steam at the Delivery Points at a
capacity of 136,000 Ib/hr, system peak demand, 150.0 psig, saturated, nominal
condition.

The steam mass flow rate and quality guaranty shall be reduced by the same percentage that is used to
compute damages for failure to meet the output acceptance criteria discussed above under the heading
“Construction Performance Guarantees and Damages— Output Acceptance Guarantees”.

Damages for failure to meet the steam mass flow rate and quality guaranty shall be payment by the
Contractor to Metro of an amount equal to the additional cost of providing alternative energy (including costs
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of start-up, operation, electricity, equipment rental, standby charges and fuel) to the extent required to meet
Customers' needs under the Customer Contracts during the period. Damages shall also include reimbursement

to Metro for damages payable by Metro to Customers.

Chilled Water Guaranty.

(i At the Facility. The Contractor guarantees that except to the extent excused by
Uncontrollable Circumstances at all times during the Management Period the Facility
will be capable of producing and delivering to the EDS chilled water at the Facility at
a temperaure of 43.3°F nominal and in a capacity of 17,680 Tons, measured in
accordance with ARI standards at a plant temperature differential of 14.0 deg.—.

(ii) At All Delivery Points on the EDS The Contractor guarantees that except to the
extent excused by Uncontrollable Circumstances at al times during the Management
Period the Facility will be capable of producing chilled water at the Delivery Points
at a temperature of 43.3°F and in a capacity of 17,503.2 Tons, measured in
accordance with ARI standards, & a plant temperature differential of 10.0 deg. - F.

The chilled water guaranty shall be reduced by the same percentage that is used to compute damages
for failure to meet the output acceptance criteria discussed above under the heading “Construction

Performance Guarantees and Damages— Output Acceptance Guarantees”.

Damages for failure to meet the chilled water guaranty shall be payment by the Contractor to Metro of
the amount equal to the additional cost of providing alternative energy (including costs of start-up, operation,
electricity, equipment rental and fuel) to the extent required to meet Customers' needs under the Customer
Contracts during the period. Damages shall aso include reimbursement to Metro for damages payable by

Metro to Customers.

Fuel and Utility Usage Efficiency Guaranty. The Contractor guarantees that the Facility will generate
Steam and Chilled Water using fuels and utilities set forth below in quantities no greater than the amounts set

forth below, based on actual energy sold.

Q) Guaranteed Maximum Quantities (“ Qy”)

For Chilled Water Service

1.055 kwh/ton-hr

N/A decatherm/ton-hr

N/A gd/ton-hr

For Steam Service
Electricity 6.0 kwh/k-1b sold
Natural Gas Note 1 decatherm/ k-1b sold
Propane Note 2 decatherm/ k-1b sold
Water Note 3 gal/k-1b sold

5.25 gal/ton-hr (Note 4)
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(i) Reference Price Indicator, Series or Tariff (“ Py")

a Electricity: NES Schedule “GSB” (Note 5)
b. Natura Gas: Nashville Gas Rate #4 (Note 6)
C. Propane Spot Market
Notes:
1 70% efficiency (HHV Basis), steam out at 150 PSIG, saturated, to fuel in with 60% condensate return at 180
deg-F minimum.
2. 70% efficiency (HHV Basis), steam out at 150 PSIG, saturated, to fuel in with 60% condensate return at 180
deg-F minimum.
3. (100% Plant steam output in Ibs. less the percentage condensate return in Ibs. to the plant) x 1.15.
4, Condenser water only; chilled water excluded.
5. Riders and credits as applicable.
6. Alternate Rate No. 7F.

Damages for failure to meet the fuel and utility usage efficiency shall be payment by the Contractor to
Metro of an amount equal to all costs of additional fuel and utility usage in excess of the guaranteed levels.

Environmental Guaranty. The Contractor guarantees that at al times during the Management Period
the Facility shall comply with all environmental standards and Applicable Law.

The Contractor shall pay all fines, penalties, fees or other costs imposed on Metro, the Contractor or
the DES resulting from failure to comply with the Environmental Guaranty. If reduced service levels are
mandated, damages under (@) through (d) will also apply. The Contractor will have the absolute obligation to
come into compliance at its own cost, unless costs are payable by Metro due to Uncontrollable Circumstances,
in which case Metro will pay costs of coming into compliance (Sections 13.01 and 13.02)

Management Fee

Management Fee From and after the Scheduled Service Commencement Date and during the
Management Period, Metro shall pay the Contractor a Management Fee as compensation for the management
services provided by the Contractor under the Management Contract The Management Fee shall be calculated
according to the Management Contract (Section 14.01)

Formula. The Management Fee shall be the sum of the following:

MF = FOC + PTC +/- UCx MP +/- FEA

where,

MF = Management Fee

FOC =  Fixed Operation and Maintenance Component

PTC =  Pass Through Costs

uc = Uncontrollable Circumstances Costs/Savings

MP =  Marketing Payments (includes both Incentive payments and Marketing and Sales annual fees)
FEA =  Fue Efficiency Adjustment

(Section 14.02)
Allocation of Costs to Steam/Chilled Water.

The parties hereby agree that the Management Fee (other than that portion comprising Uncontrollable
Circumstances Costs/Savings) is reasonably allocable 30% to the Steam generating facilities and 70% to the
Chilled Water generating facilities. (Section 14.03)
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Fixed Operation and Maintenance Component. The Fixed Operation and Maintenance Component for
the initial Contract Y ear shall be calcuated as follows:

FOC = $3,551,770.00 X 1 + [ CPlyeww - CPlyearn) |
|_ CPl year 0)
Where = CPI means CPI-South: Size Class B/C
CPI Legend means CPI as of the April 1 immediately preceding the first Contract Y ear
CPlyear o) means CPI as of April 1, 2003

or 3% per year from January 1, 2003 to the beginning of the Contract Y ear, whichever isless; but not less
than zero.

If damages are paid by the Contractor for failure to meet the output acceptance guaranty in ader to
achieve Acceptance, the foregoing amounts shall be reduced by an amount equal to one-fourth of the
percentage as the percentage shortfall used therein.

For each Contract Y ear after the first Contract Y ear, the FOC shall be the amount of the FOC for the
preceding Contract Y ear multiplied by the Adjustment Factor specified below under the heading “ Adjustment
Factor”.

The Fixed Operation and Maintenance Component shall be the Contractor's sole compensation, except
as set forth below under the headings “Pass-Through Cost Component”, “Uncontrollable Circumstances
Costs/Savings” and “Fuel and System Efficiency Adjustment”. Fixed Operation and Maintenance Component
does not include (i) amounts required to be paid by Metro for purchase of fuel pursuant to the Fuel Purchase
Contract and (ii) amounts required to be paid by Metro for successful energy sales and marketing efforts
pursuant to the Management Contract

Included in the FOC is an dlowance of $150,000 (escalated in the same manner as the FOC) for
repairs and upgrades to the EDS. This amount (as adjusted by the Adjustment Factor each Contract Y ear) shall
be deposited monthly (1/12 of the total each month) into a segregated account held by a fiduciary (the “EDS
Repair and Improvement Account”). The Contractor shall be paid for such repairs and upgrades from the EDS
Repair and Improvement Account, unless Metro approves payment of amounts in excess of the account
balance, in which case such additional cost shall be added to the MF as a PTC. Notwithstanding the foregoing,
if and to the extent an emergency situation arises that requires immediate repairs to the EDS, the Contractor
shall be deemed authorized to proceed with such repairs and shall be entitled to reimbursement for the costs of
such repairs from amounts then available in the EDS Repair and Improvement Account, and any such amount
not paid to the Contractor from the account shall be added to the MF as a PTC.

Fees payable to the Contractor for marketing excess capacity of the System to new customers are not
included in FOC. For such services the Contractor shall be paid in accordance with Appendix 18 of the
Management Contract. In consideration of such payments the Contractor shall undertake to attract new
customers to the System and develop pricing and marketing plans reasonably anticipated to attract such
customers and permit Metro to sell the System's excess capacity. (Section 14.04)

Pass-Through Cost Component.

Pass-Through Costs shall be an amount equal to the actual and direct expenses (without markup for
profit, administration or otherwise) paid by the contractor to unrelated third parties for the following purposes:
(a) water and sewerage; (b) chemical usage for water treatment at the Facility; (c) engineering costs; (d) costs
of repairing the EDS not paid from the EDS Repair and Improvement; and (€) insurance premiums for required
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al-risk insurance and business interruption insurance, but in each case limited to applicable Guaranteed
Maximum Quantities set forth in the Management Contract. (Section 14.05)

Adjustment Factor.

The Adjustment Factor for any Contract Y ear shall be:

1+ [ CPlyerx - CPligmen) |
CPl (yearo)
where: CPI means CPI-South: Size Class B/C;
CPl yer xy means the CPI as of April 1 of the Contract Y ear immediately preceding the Contract
Y ear for which the Management Fee is being computed; and
CPl (year o) means the CPI as of April 1 of the year immediately preceding year.

1 or .03, whichever is less.

The Adjustment Factor in any Contract Y ear shall never be less than 1.0 (Section 14.06)

Invoices and Payments. Metro shall pay the Management Fee in monthly amounts of one-twelfth of
the Fixed Operation and Maintenance Component of the Management Fee plus or minus the actual amounts of
the other components of the Management Fee, upon invoice by the Contractor. Simultaneously with the
Contractor delivering invoices to Metro, the Contractor shall also deliver invoices to each Customer based on
their respective Customer Contracts. (Section 14.07)

Estimates and Adjustments. Any computation made on the basis of a stated period shall be adjusted
on a pro rata basis to take into account any initial or final period that is a partial period. For Metro budgeting
purposes, no later than March 1 preceding each Contract Y ear, the Contractor shall provide to Metro a written
statement setting forth its reasonable estimate of the aggregate Management Fee and each component thereof
and the Adjustment Factor, for the next contract Year. The estimate shall not be binding on the Contractor but
shall establish the basis for monthly billing for such Contract Y ear, subject to annual settlement as provided
below (Section 14.08)

Annual Settlement. Within 60 days after the end of each Contract Y ear, the Contractor shall provide
to Metro an annual settlement statement (the “Annual Settlement Statement”) setting forth the actua aggregate
Management Fee payable with respect to such Contract Year and a reconciliation of such amount with the
amounts actually paid by Metro with respect to such Contract Year. (Section 14.09)

Uncontrollable Circumstance Costs/Savings. The Management Fee shall be adjusted to reflect
increased or decreased costs to the Contractor resulting from Uncontrollable Circumstances, subject to the
limitations set forth below under the heading “Compliance with Internal Revenue Service Rev. Proc. 97-13".
To the extent such increased costs or decreased costs are with persons not affiliated with the Contractor, they
shall be treated as Pass-Through Costs (positive or negative) for purposes of Rev. Proc. 97-13. To the extent
such increased or decreased costs are direct costs of the Contractor, such costs shall be identified separately.
(Section 14.12)

Marketing Incentive. The Management Fee shall be adjusted, subject to the limitations set forth above
under the heading “ Estimates and Adjustments’ of the Management Contract to reflect a commission payable
to the Contractor as a marketing incentive, in the amount of 10% of each monthly invoice for the first three (3)
years of service (excluding taxes), for each new Customer contracting new services, payable upon collection of
such invoice, provided such Commission shall not apply to Initial Customers and Customers signed by Metro
pursuant to the Management Contract (Section 14.13)
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Fuel and System Efficiency Adjustment. The Management Fee shall be adjusted to reflect decreased
costs to Metro of fuel and System consumption of the Facility at levels lower than the Guaranteed Maximum
Utility Consumptions in the Management Contract. The Fuel and System Efficiency Adjustment shall be
calculated as follows:

Fuel Efficiency Adjustment = Cost per Unit of Fuel x .25X(Qo — Q) x Total Fuel Usage

Where; Qo is the Guaranteed Maximum Utility Consumption; and
Q isthe actual fuel or water usage per unit of energy sold.

If Q is less than @), the Fuel and Water Efficiency Adjustment is positive (paid by Metro to the
Contractor).

If Q is greater than Q,, the Fuel and Water Efficiency Adjustment is a damage payment payable by
the Contractor to Metro and is subtracted from the Management Fee.

If the Fuedl and Water Efficiency Adjustment is positive, payments of the Fuel and Water Efficiency
Adjustment shall be limited in all respects by the provisions of the next succeeding paragraph. Any positive
Fuel and Water Efficiency Adjustment shall be paid by Metro only upon submission of a written claim by the
Contractor, accompanied by documentation supporting the calculation of the amount due, as well as
confirming that the amount due will not, if paid, result in a violation of the Management Contract. (Section
14.14)

Compliance with Internal Revenue Service Rev. Proc. 97-13. Any provision herein to the contrary
notwithstanding, Metro and the Contractor agree that Metro shall be under no obligation to, and shall not, pay
compensation for services to the Contractor for any Contract Year, if such payment, or any portion thereof,
would result in less than 95% of the Contractor's compensation for services for such Contract Y ear being based
on a periodic fixed fee or would result in any portion of the Contractor's compensation being based on net
profit, as such terms are defined in Rev. Proc. 97-13. Metro and the Contractor further agree that any such
payment or portion thereof that is not made by virtue of the preceding sentence shall be paid to the Contractor,
without interest, during the next annual period in which such payment will not result in less than 95% of the
Contractor's compensation being based on a periodic fixed fee or in which such payment will be based on net
profit, al as defined by Rev. Proc. 97-13. It is the intent of Metro and the Contractor that the Management
Contract shall be construed and applied so as to constitute a management contract that does not result in
private business use of property financed by Metro within the meaning and intent of Rev. Proc. 97-13.
(Section 14.15)

Tax Exemption of System. It is the intent of the parties that the System shall continue to be
municipally owned property and not subject to property taxation, and, to the extent permitted by law, that
equipment and construction materials and supplies permanently made part of the DES facilities acquired by the
Contractor or any Subcontractor in connection with the Construction Work or any capital improvements to the
System shall be exempt from State sales taxes. If (i) the Contractor has exercised due diligence and taken all
steps necessary to obtain all such tax exemptions on a timely basis, and (ii) the Contractor is nonetheless
required to pay any property tax on account of the System or any State sales tax on account of materials and
supplies acquired for the Construction Work or any capital improvements to the System, such requirement
shall be deemed to constitute a Change in Law and the Contractor shall be entitled to recover the amount paid
in accordance with Article X1V thereof. Metro shall provide to the Contractor a sales tax exemption certificate
or certificate number for use in securing the sales tax exemption. (Section 14.16)

Late Payments. Amounts payable under the Management Contract and not paid by the due date shall
bear interest at the Overdue Rate from the due date until the date such overdue amounts are paid. (Section
14.18)
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Security for Contractor's Obligations

Guaranty. The Contractor shall cause the Guaranty Agreement, to be provided and maintained by the
Guarantor in accordance with the terms thereof. If a Material Decline in Guarantor's Credit Standing occurs,
the Contractor shall provide credit enhancement of its obligations by either (i) delivering to Metro a Qualifying
Letter of Credit in the stated amount equal to 50% of the then remaining balance of liability of the Guarantor
under the Guaranty, (ii) depositing in escrow with Metro U.S. funds equal to 50% of the then remaining
balance of liability of the Guarantor under the Guaranty, (iii) delivering a new Guaranty substantially in the
form of the Guaranty from an entity that is an Affiliate of the Contractor whose long-term unsecured senior
debt israted at least investment grade by a Ratings Service Failure by the Contractor to either (i) comply with
the requirements of this Section within six months following the Material Decline will permit Metro to
terminate the Management Contract upon 30 days written notice if the Guarantor's rating has not been restored
to investment grade within six months following the Material Decline, provided that neither party shal be
required to pay damages to the other. Maintaining such credit enhancement shall only be required until either
the Guarantor's credit standing has been restored to investment grade or an additional guarantee is provided by
another firm or company acceptable to Metro whose credit rating would have avoided the occurrence of a
Materid Decline in the Guarantor's Credit Standing.

For purposes of the above paragraph, a “Material Decline in Guarantor's Credit Standing” shall be
deemed to have occurred if: (i) in the event that the Guarantor has long-term senior debt outstanding which
has acredit rating by either Rating Service, such rating by either Rating Service is established or is reduced
below investment grade level; or (ii) in the event that the Guarantor does not have long-term senior debt
outstanding or such debt is not rated by either Rating Service, the credit standing of the Guarantor declinesto a
level which is insufficient to support an investment grade credit rating by either Rating Service on long-term
senior debt of the Guarantor, whether or not any such debt is outstanding. (Section 15.01)

Performance Bond and Labor and Materials Bond During the Construction Period. On or before the
Construction Commencement Date, the Contractor shall provide financia security for the performance of its
obligations hereunder through Performance Bonds and Labor and Materials Bonds issued by a surety
company: (i) approved by Metro having a rating of “A” in the latest revision of the A.M. Best Company's
Insurance Report; (ii) listed in the United States Treasury Department's Circular 570, “Companies Holding
Certificates of Authority as Acceptable Sureties on Federa Bonds and as Acceptable Reinsurance
Companies’; and (iii) properly registered and licensed to conduct business in the State pursuant to a current
certificate of authority to transact surety business issued by the Tennessee Commissioner of Insurance The
Performance Bonds and Labor and Materials Bonds shall be issued in the name of the Contractor and Metro in
the amount of the Fixed Construction Price, and shall remain open until Acceptance (Section 15.02)

Cost of Providing Security for Performance The cost and expense of obtaining and maintaining the
security instruments required under this Article as security for the performance of the Contractor's obligations
hereunder shall be borne by the Contractor without reimbursement from Metro. (Section 15.03)

System Expansion

System Expansions at Metro's Request. Metro may at any time request the Contractor to develop and
construct additions or improvements to the Facility or the EDS. The Contractor shall then be required to
submit a proposal to Metro. Metro shall only pursue additions or improvements by a Person other than the
Contractor after failing to reach agreement with the Contractor following the procedures set forth in this
Article.

Prior to accepting a proposa, Metro and the Contractor shall agree on a method of financing the
capita costs of any proposal, which method may include the issuance of additional bonds pursuant to the
General Resolution. (Section 16.01)
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System Expansions at Contractor's Request. The Contractor may at any time submit a proposal to
Metro to develop and construct additions or improvements to the Facility or the EDS either (i) at Metro's cost
and expense or (ii) at the Contractor's sole cost and expense (Section 16.01)

System Expansions by Third Parties. Nothing in the Management Contract shall preclude Metro from
contracting with a Person other than the Contractor for constructing an addition to or improvement of the
System; provided that either (i) such addition or improvement does not impair the ability of the Contractor to
perform its obligations under the Management Contract or (ii) if such addition would require the Contractor to
incur additional costs in performing its obligations hereunder or would impair performance of the System such
that the Contractor is unable to satisfy the Performance Guarantees, Metro and the Contractor agree on such
cost adjustments to the Management Fee and Performance Guarantees as are reasonably required to adjust for
the adverse consequences to the Contractor under the Management Contract of such addition or improvement.
Metro shall only pursue additions or improvements by a Person other than the Contractor after failing to reach
agreement with the Contractor following the procedures set forth in the Management Contract. (Section 16.03)

System Administration

Service Coordination and Contract Administration. The Contractor shall appoint a full-time manager
of the System (the “ Service Manager”) who shall be trained, experienced and proficient in the management
and operation of energy generation and district heating and cooling systems comparable to the System and
appropriately certified under Applicable Law. The Contractor acknowledges that the performance of te
individual serving from time to time as the Service Manager will have a material bearing on the quality of
service provided under the Management Contract, and that effective cooperation between Metro and the
Service Manager will be essential to effectuating the intent and purposes of the Management Contract

Metro shall designate an individual to administer the Management Contract and act as Metro's liaison
with the Contractor in connection with the Contract Services (the “Contract Administrator”). The Contractor
understands and agrees that the Contract Administrator has only limited authority with respect to the
implementation of the Management Contract, and cannot bind Metro with respect to any Contract amendment
or to incurring costs in excess of the amounts appropriated therefor. Within such limitations, the Contractor
shall be entitled to rely on the written directions of the Contract Administrator. (Section 17.01)

Damage to Customers. The Contractor shall be responsible for damage caused to the property and
businesses of Customers of the System for which Metro is liable under the relevant Customer Contracts, such
as damage resulting from service outages, which is caused by the failure of the Contractor to perform the
Contract Services, provided that the liability of the Contractor under any Additional Customer Contract that
has not been approved by the Contractor shall not exceed the nature and scope of liability of the Contractor
under the Initial Customer Contracts (Section 17.01)

Compliance with Applicable Law. The Contractor shall perform al of its obligations under the
Management Contract in accordance with Applicable Law, and shall cause all Subcontractors to comply with
Applicable Law. The Contractor shall comply with the terms of all Governmental Approvals applicable to the
System notwithstanding the fact that the Contractor may not be a permittee or co-permittee with respect to
some or al of such Governmental Approvals. (Section 17.06)

Additional Customer Contracts. Metro shall submit each proposed Additional Customer Contract to
the Contractor for review, comment and approval by the Contractor. (Section 17.07)

Default, Termination and Dispute Resolution

Remedies for Breach. Under the Management Contract, the parties agree that, except as otherwise
provided below under the headings “Event of Default by Metro” and “Metro Convenience Termination During
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the Management Period” with respect to termination rights, in the event that either party breaches the
Management Contract, the other party may exercise any legal rights it has thereunder, under the Security
Instruments and under Applicable Law to recover damages or to secure performance, and that such rights to
recover damages and to secure performance shall ordinarily constitute adequate remedies for any such breach
Neither party shall have the right to terminate the Management Contract for cause except upon the occurrence
of an Event of Default. (Section 18.01)

Events of Default by the Contractor.

Events of Default Not Requiring Previous Notice or Further Cure Opportunity for Termination. The
following shall constitute an Event of Default by the Contractor upon which Metro, by notice to the
Contractor, may terminate the Management Contract without any requirement of having given notice
previously or of providing any further cure opportunity:

(@) The insolvency of the Contractor or the Guarantor as determined under the
Bankruptcy Code;

(i The filing by the Contractor or the Guarantor of a petition of voluntary
bankruptcy under the Bankruptcy Code; the consenting of the Contractor or the Guarantor to
the filing of any bankruptcy or reorganization petition against the Contractor or the Guarantor
under the Bankruptcy Code; or the filing by the Contractor or the Guarantor of a petition to
reorganize the Contractor or the Guarantor pursuant to the Bankruptcy Code;

(i) The issuance of an order of a court of competent jurisdiction appointing a
receiver, liquidator, custodian or trustee of the Contractor or the Guarantor or of a major part
of the Contractor's or the Guarantor's property, respectively, or the filing against the
Contractor or the Guarantor of a petition to reorganize the Contractor or the Guarantor
pursuant to the Bankruptcy Code, which order shall not have been discharged or which filing
shall not have been dismissed within 90 days after such issuance or filing, respectively;

Events of Default Requiring Previous Notice and Cure Opportunity for Termination. The following
shall constitute a default under the Management Contract:

@) any representation or warranty of the Contractor hereunder was false or inaccurate in
any material respect when made, and the legality of the Management Contract or the
ability of the Contractor to carry out its obligations hereunder is thereby adversely
affected;

(i) Failure of the Contractor to obtain or maintain in full force and effect any Security
Instrument required by the Management Contract as security for the performance
thereunder;

(iii) The failure of the Contractor to achieve Acceptance prior to the end of the Extension
Period;

(iv) The failure of the Contractor during any twelve consecutive calendar months
following the Acceptance Date, unless caused by Uncontrollable Circumstances to
meet the Performance Guarantees;

(v) The abandonment or failure to operate all or a substantial portion of the System for

five or more consecutive days in any Contract Y ear, unless caused by Uncontrollable
Circumstances;
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(vi) The failure of the Guarantor to perform any payment or other obligation under the
Guaranty in atimely manner, the material untruth of any representation or warranty
made by the Guarantor in the Guaranty Agreement, or the failure of the Guarantor to
comply with the terms and conditions of described above under the heading
“Security for Contractor's Obligations— Guaranty”

(vii) The failure by the Contractor to comply in all material respects with the Contractor's
Small Business Program.

(viii)  There shall be a Contractor default under the Fuel Purchase Contract and Metro shall
have terminated the Fuel Purchase Contract.

(ix) The persistent and repeated failure or refusal of the Contractor to perform a material
obligation hereunder;

x) The failure or refusal of the Contractor to perform a material obligation hereunder
such that the failure or refusal constitutes a gross misfeasance of duty;

(xi) The Contractor fails, refuses or otherwise defaults in its duty (&) to pay any amount
regquired to be paid to Metro thereunder within 60 days following the due date for
such payment, or (b) to perform any material obligation under the Management
Contract (unless such default is excused by an Uncontrollable Circumstance as and to
the extent provided in the Management Contract),

except that no such default under (i) through (xi) above shall constitute an Event of Default giving Metro the
right to terminate the Management Contract for cause under that subsection unless. (a) Metro has given prior
written notice to the Contractor stating that in its opinion a specified default in its duty to pay or perform exists
which gives Metro a right to terminate the Management Contract for cause, and describing the default in
reasonable detail; and (b) the Contractor has not initiated within a reasonable time (in any event not more than
30 days from the initial default notice) and continued with due diligence to carry out to completion all actions
reasonably necessary to correct the default and prevent its recurrence; except that if the Contractor shall have
initiated within such reasonable time and continued with due diligence to carry out to completion all such
actions, the default shall not constitute an Event of Default during such period of time (in any event not more
than 120 days from the initial default notice) as the Contractor shall continue with due diligence to carry out to
completion all such actions).

Notwithstanding the foregoing, with respect to (ix) and (x) if Metro has aready provided notice of a
default and cure opportunity thereunder, Metro may without further notice to the Contractor terminate the
Management Contract if a default under clause (ix) or (x) recurs.

Other Remedies Upon Contractor Event of Default. The right of termination provided under
this Section upon an Event of Default by the Contractor is not exclusive. If the Management Contract is
terminated by Metro for an Event of Default by the Contractor, Metro shall have the right to pursue a course of
action for actual damages and to exercise al other remedies which are available to it under the Management
Contract, under the Security Instruments and under Applicable Law. Without limiting the foregoing, upon any
termination of the Contractor for an Event of Default the damages payable by the Contractor to Metro shall
include the costs of (i) making all repairs and replacements to the System, (ii) completing the Construction
Work, (iii) remediating any safety problems, and (iv) paying all unpaid fines and penalties payable to any
Governmental Body, in each case resulting from any breach of the Management Contract by the Contractor.
Such termination damages shall also include al reasonable costs incurred by Metro in procuring, negotiating
and implementing a new service agreement with a replacement operator, if any. The Contractor shall not be
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entitled to any compensation for services provided subsequent to the effectiveness of any notice of termination
for an Event of Default (Section 18.02)

Events of Default by Metro. Each of the following shall constitute an Event of Default by Metro upon
which the Contractor, by notice to Metro, may terminate the Management Contract:

(@) Any representation or warranty of Metro thereunder was false or inaccurate in any
material respect when made, and the legality of the Management Contract or the
ability of Metro to carry out its obligations hereunder is thereby adversely affected;

(i The failure, refusal or other default by Metro in its duty: (&) to pay the amount
required to be paid to the Contractor under the Management Contract within 30 days
following the due date for such payment; or (b) to perform any other material
obligation under the Management Contract (unless such default is excused by an
Uncontrollable Circumstance); or

(i) The authorized filing by Metro of a petition seeking relief under the Bankruptcy
Code, as applicable to political subdivisions which are insolvent or unable to meet
their obligations as they mature.

No default described in paragraphs (i) and (ii) above shall constitute an Event of Default giving the
Contractor the right to terminate the Management Contract for cause under this subsection unless. (@) the
Contractor has given prior written notice to Metro stating that a specified default exists which gives the
Contractor a right to terminate the Management Contract for cause under this Section, and describing the
default in reasonable detail; and (b) Metro has not initiated within a reasonable amount of time (in any event
not more than 30 days from the initial default notice) and continued with due diligence to carry out to
completion all actions reasonably necessary to correct the default and prevent its recurrence; except that if
Metro shall have initiated within such reasonable time and continued with due diligence to carry out to
completion al such actions, the default shall not constitute an Event of Default during such period of time (in
any event not more than 120 days from the initial default notice) as Metro shall continue with due diligence to
carry out to completion all such actions.

If the Management Contract is terminated by the Contractor for cause as a result d an Event of
Default by Metro, Metro shall pay the Contractor, as liquidated damages upon any such termination, exclusive
of amounts owing in respect of periods prior to the date of termination, the amount payable by Metro if the
Management Contract is terminated at the election of Metro for convenience and without cause sum described
in the next succeeding paragraph, according to the month of termination. (Section 18.03)

Metro Convenience Termination During the Management Period. Metro shall have the right at any
time during the Management Period, exercisable in its sole discretion, for its convenience and without cause, to
terminate the Management Contract upon 90 days' written notice to the Contractor. If Metro exercisesits right
to terminate the Management Contract Metro shall pay the Contractor a convenience termination fee in
accordance with the schedule set forth in the Management Contract. The Contractor has agreed that the
applicable convenience termination fee provided in the Management Contract shall fully and adequately
compensate the Contractor and all Subcontractors for all foregone potential profits, Loss-and-Expense, and
charges of any kind whatsoever (whether foreseen or unforeseen), including demobilization, employee
transition and other similar wind-down costs, attributable to the termination of the Contractor's right to perform
the Management Contract, but excluding any amounts owing in respect of periods prior to the date of
termination.

In the event an Uncontrollable Circumstance causes a total constructive loss of the Facility, or in the
event an Uncontrollable Circumstance causes an extraordinary increase in Metro costs, and thereupon Metro
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elects to exercise its right of convenience termination, the termination fee shall be zero. A “total constructive
loss” for this purpose shall be deemed to have occurred: (i) if so determined by the casualty insurance carrier;

or (ii) if the Facility or the EDS is substantially inoperable for a period of at least three months following the
occurrence of the Uncontrollable Circumstance “An extraordinary increase” in Metro costs shall be deemed
to have occurred for this purpose if Uncontrollable Circumstances cause an increase of more than 15% from
the prior Contract Y ear, or an increase of more than 37.5% over the full Term of the Management Contract, of
the total of (a) all Management Fees and fuel costs payable under the Management Contract and the Fuel

Purchasing Contract plus (b) the amortization of debt incurred by Metro for capital modifications resulting
from Uncontrollable Circumstances when compared to such amounts that would have been payable during the
comparable periods had no Uncontrollable Circumstances occurred. To the extent the value of removable
assets from the Facility generate revenues sufficient to pay both Metro's and the Contractor's reasonable and
necessary wind up costs, Metro shall pay such costs for both the Contractor and Metro. To the extent the value
of removable assets from the Facility do not generate revenues sufficient to pay all such reasonable and
necessary wind up costs for both Metro and the Contractor, Metro shall use such revenues to pay Metro's and
Contractor's pro rata share of such costs, and each party shall bear their own reasonable and necessary costs
exceeding their pro rata share.

Upon any convenience termination by Metro, the Contractor shall also be paid all amounts due for the
Contract Services to be paid as part of the Management Fee but not yet paid as of the date of termination.
Metro shall have no obligation to pay the convenience termination fee provided for under this Section except
concurrently with the surrender of possession and control by the Contractor of the EGF and the EDS to Metro.

After the date of any termination under this Section, Metro may at any time (but without any
obligation to do so) take any and all actions necessary or desirable to continue and complete the Contract
Services so terminated, including, without limitation, entering into contracts with other operators and
contrectors. (Section 18.05)

Obligations of the Contractor upon Termination or Expiration.

Contractor Obligations. Upon a termination of the Contractor's right to perform the Management
Contract, or upon the expiration of the Management Contract, the Contractor shall, as applicable: (i) stop the
Contract Services on the date and to the extent specified by Metro; (ii) promptly take all reasonable action
necessary to protect and preserve all materials, equipment, tools, facilities and other property; (iii) promptly
remove from the Managed Assets al equipment, implements, machinery, tools, temporary facilities of any
kind and other property owned or leased by the Contractor (including, but not limited to sheds, trailers,
workshops and toilets), and repair any damage caused by such removal; (iv) clean the Managed Assets, and
leave them in a neat and orderly condition; (v) remove al employees of the Contractor and any Subcontractors
and vacate the Managed Assets; (vi) deliver to Metro promptly a list of all supplies, materials, machinery,
equipment, property and specia order items previously delivered or fabricated by the Contractor or any
Subcontractor but not yet incorporated in the Managed Assets; (vii) deliver to Metro the Operation and
Maintenance Manual and computer programs used at the Facility; (viii) deliver to Metro a copy of al books
and records in its possession relating to the performance of the Contract Services; (ix) advise Metro promptly
of any specia circumstances which might limit or prohibit cancellation of any Subcontract; (x) promptly
deliver to Metro copies of all Subcontracts, together with a statement of: (a) the items ordered and not yet
delivered pursuant to each agreement; (b) the expected delivery date of all such items; (c) the total cost of each
agreement and the terms of payment; and (d) the estimated cost of canceling each agreement; (xi) as
directed by Metro, transfer to Metro by appropriate instruments of title, and deliver all special order items for
which Metro has made or is obligated to make payment; (xii) promptly transfer to Metro all warranties given
by any manufacturer or Subcontractor with respect to particular components of the Contract Services; (xiii)
notify Metro promptly in writing of any Legal Proceedings against the Contractor by any Subcontractor or
other third parties relating to the termination of the Contract Services (or any Subcontracts); (xiv) give written
notice of termination under each policy of Required Insurance, but permit Metro to elect to continue such
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policies in force thereafter at its own expense, if possible; and (xv) take such other actions, and execute such
other documents as may be necessary to effectuate and confirm the foregoing matters, or as may be otherwise
necessary or desirable to minimize Metro's costs, and take no action which shall increase any amount payable
to Metro under the Management Contract

Hiring of Contractor Personnel. Upon the termination or expiration of the Management Contract
Metro shall have the right to offer employment on any terms it may choose to any Contractor employee
employed full time at the System.

Continuity of Service and Technical Support. Upon the termination of the Contractor's right to
perform the Management Contract or upon the expiration of the Management Contract, the Contractor, at the
request and direction of Metro, shall provide continuity of service for the smooth and orderly transition of
management back to Metro or any replacement operator designated by Metro.

Contractor Payment of Certain Costs |If termination is due to an Event of Default by the Contractors,
the Contractor shall be obligated to pay the costs and expenses of undertaking its post-termination
responsibilities under this Section. |f the Contractor fails to comply with any obligation under this Section,
Metro may perform such obligation and the Contractor shall pay on demand al reasonable costs thereof
subject to Cost Substantiation.

Metro Payment of Certain Costs If termination is for the convenience of Metro or due to a Metro
Event of Default, Metro shall pay to the Contractor within 60 days of the date of the Contractor's invoice
supported by Cost Substantiation all reasonable costs and expenses incurred by the Contractor in satisfying the
requirements of this Section. (Section 18.06)

No Conseguentia or Punitive Damages. Notwithstanding anything else in the Management Contract,
in no event shall either party be liable to the other or obligated in any manner to pay to the other any special,
incidental, consequential, punitive or similar damages based upon claims arising out of or in connection with
the performance or non-performance of its obligations under the Management Contract, or the material
falseness or inaccuracy of any representation made in the Management Contract, whether such claims are
based upon contract, tort, negligence, warranty or other legal theory. (Section 18.09)

Forum for Dispute Resolution. Subject to any agreement to mediate, it is the express intention of the
parties that all Legal Proceedings related to the Management Contract or to the Managed Assets or to any
rights or any relationship between the parties arising therefrom shall be solely and exclusively initiated and
maintained in the courts of Davidson County, Tennessee. The Contractor and Metro each irrevocably consents
to the jurisdiction of such courts in any such actions or proceedings, waives any objection it may have to the
laying of the jurisdiction of any such action or proceeding, and waives its right to a trial by jury. (Section
18.11)

Insurance, Uncontrollable Circumstances and | ndemnification

Insurance. At all times during the Term of the Management Contract, the Contractor shall obtain and
maintain or cause to be obtained and maintained the Required Insurance in accordance with the requirements
of the Management Contract and shall pay all premiums with respect thereto as the same become due and
payable.

All insurance shall be obtained and maintained from financially sound and generally recognized
responsible insurance companies meeting the qualifications set forth in the Management Contract. The
insurers shall be selected by the Contractor with the consent of Metro, which consent shall not be unreasonably
withheld, and shall be authorized to write such insurance in the State. The Contractor shall be responsible for
paying deductible amounts to the extent set forth in the Management Contract. All policies evidencing such
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insurance shall provide for: (i) payment of the losses to Metro and to the Contractor as their respective
interests may appear; and (ii) prior written notice of the cancellation thereof.

If the Contractor fails to pay any premium for Required Insurance, or if any insurer cancels any
Required Insurance policy and the Contractor fails to obtain replacement coverage so that the Required
Insurance is maintained on a continuous basis, then, at Metro's election, Metro, may pay such premium or
procure similar insurance coverage from another Contractor or companies and upon such payment by Metro
the amount thereof shall be immediately reimbursable to Metro by the Contractor. The Contractor shall not
perform Construction Work during any period when any policy of Required Insurance pertaining to the
Construction Work is not in effect. The Contractor shall comply with all applicable Required Insurance and
take all steps necessary to assure the System remains continuoudly insured in accordance with the requirements
of the Management Contract during the Term thereof. Should any failure to provide continuous insurance
coverage occur, the Contractor shall indemnify and hold harmless Metro against any Loss-and-Expense arising
out of such failure (Section 19.01)

Uncontrollable Circumstances. Except as expressly provided under the terms of the Management
Contract, neither party to the Management Contract shall be liable to the other for any loss, damage, delay,
default or failure to perform any obligation to the extent it results from an Uncontrollable Circumstance The
occurrence of an Uncontrollable Circumstance shall not excuse or delay the performance of a party's obligation
to pay monies previously accrued and owing under the Management Contract, or to perform any obligation
hereunder not affected by the occurrence of the Uncontrollable Circumstances. Metro shall pay the
Management Fee during the continuance of any Uncontrollable Circumstance only if Service is provided or if
such Uncontrollable Circumstance is a failure to have Fuels at a time when Metro is responsible for arranging
for the supply thereof. If the Contractor is able to provide service but service is not provided because a
Customer is unable to accept service or if such Uncontrollable Circumstance is afailure to have Fuels at atime
when Metro is responsible for arranging for the supply thereof, the Management Fee continues to be payable.

Whenever an Uncontrollable Circumstance occurs, the party claiming to be adversely affected thereby
shall, as promptly and as reasonably possible, use all reasonable efforts to eliminate the cause thereof, reduce
costs resulting therefrom, mitigate and limit damage to the other party, and resume full performance under the
Management Contract.

Conditions to Performance, Construction Price, Management Fee and Schedule Relief. If and to the
extent that Uncontrollable Circumstances interfere with, delay or increase the cost of the Contractor's
performing the Contract Services in accordance with the Management Contract, and the Contractor has given
notice within a reasonable time, the Contractor shall be entitled to relief from its performance obligations, an
increase in the Management Fee, or an extension of schedule which properly reflects the interference with
performance, the amount of the increased cost, or the time lost as a result thereof, in each case only to the
minimum extent forced on the Contractor by the event, and the Contractor shall perform all other Contract
Services. The proceeds of any Required Insurance available to meet any such increased cost, and the payment
by the Contractor of any deductible, shall be applied to such purpose prior to any determination of cost
increase payable by Metro under this Section. Any cost reduction achieved through the mitigating measures
undertaken by the Contractor upon the occurrence of an Uncontrollable Circumstance shall be reflected in a
reduction of the amount by which the Management Fee would have otherwise been increased or shall serve to
reduce the Management Fee to reflect such mitigation measures, as applicable. In the event that the Contractor
believes it is entitled to any performance, price or schedule relief on account of any Uncontrollable
Circumstance, it shall furnish Metro written notice of the specific relief requested and detailing the event
giving rise to the claim (to the extent it can then do so) within 30 days after the giving of notice delivered
pursuant to subsection (B) of this Section. Within 30 days after receipt of such atimely submission from the
Contractor, Metro shall issue a written determination as to the extent, if any, it concurs with the Contractor's
claim for performance, price or schedule relief, and the reasons therefor.
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Before proposing any adjustment to the Management Fee, the Contractor shall determine whether any
increased costs of operation and maintenance of the System resulting from an Uncontrollable Circumstance
can be reduced by the undertaking of a capital improvement, in which event the Contractor shall provide Metro
with a notice thereof. Metro shall determine whether such a capital improvement shall be undertaken and shall
so advise the Contractor.

The Contractor shall bear the net costs, which result from the occurrence of an Uncontrollable
Circumstance (other than Metro's failure to arrange for Fuels when it is responsible for doing so) to the extent
of the first 20% of such net costs up to an aggregate of $100,000 per Contract Y ear, but only if the causes or
effects of such Uncontrollable Circumstance (other than Metro's failure to arrange for Fuels when it is
responsible for doing so) would have been avoided by the Contractor if the Contractor had acted the way a
prudent man would act in operating and maintaining his own property. The cost of insurance deductibles to be
borne by the Contractor under the Management Contract shall not be a cost which is included in the
Contractor's share of Uncontrollable Circumstances within such limits. The Contractor's share of such net
costs shall be reflected in a decrease in the amount by which the Management Fee would otherwise have been
increased on account of such occurrence.

The Contractor's acceptance of any performance, price or schedule relief under the contract shall be

construed as a release of Metro by the Contractor for any and all Loss-and-Expense resulting from, or
otherwise attributable to, the event giving rise to the relief claimed. (Section 19.02)
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APPENDIX B-I1I

SUMMARY OF CERTAIN PROVISIONS OF THE
CUSTOMER CONTRACTS

Set forth below is a summary of the various forms of Customer Contracts The summary isin all
respects subject to and qualified in its entirety by reference to the document or documents summarized therein
in its complete form, copies of which are available from the Metropolitan Government. References to Articles
and Sections of the Customer Contract are for informational purposes and should not be relied upon.

PROVISIONS PERTAINING TO THE COMMERCIAL CUSTOMER CONTRACTS
Services

Sale and Purchase Subject to the conditions and in accordance with the Customer Contracts,
commencing on the Transition Date, the Metropolitan Government will supply, and the Customer will
purchase, the Services contracted for by the individual Customer to meet al of the Customer's heating and/or
cooling needs for the Premises, up to the Contract Capacity for the Services. The Metropolitan Government
will supply Services exceeding the Contract Capacity for non-recurring special occasions, subject to the receipt
of arequest from the Customer and System availability.

Throughout the Term of the Customer Contract the Metropolitan Government shall be the exclusive
the Metropolitan Government of the Services for the Customer's Premises and the Customer shall not operate
bailers, chillers or ancillary equipment located on the Premises in lieu of the Services, except to operate its
equipment for periodic testing, maintenance purposes or emergencies and during a Service Interruption by the
Metropolitan Government. If The Metropolitan Government reasonably believes that a Service Interruption
will last for more than an hour, the Metropolitan Government shall promptly notify the Customer of the
Service Interruption with an estimate of its expected duration.

The Customer agrees that throughout the Term it will purchase from the Metropolitan Government all
of its requirements up to the Contract Capacity for the Services for its Premises. |f the Customer determines
that its requirements for Services exceeds its Contract Capacity, the Customer may acquire the additional
requirements of steam or chilled water service from any other source.

Notwithstanding anything to the contrary, the Customer is not obligated to purchase, nor is the
Metropolitan Government obligated to provide, Services for any expansion of the Premises. If the
Metropolitan Government agrees to provide Services for an expansion of the Customer’s Premises and agrees
to a New Contract Capacity requested by the Customer, except for the costs associated with any Distribution
System changes necessary to serve the expanded Premises, such additional Services shall be on the same terms
and conditions as are set forth in the Customer Contract.

The Metropolitan Government will use its best efforts to provide at the Delivery Point (i) for steam
service, steam at a pressure no lower than 150 Psig, and (ii) for chilled water service, chilled water at a
temperature no higher than 42°F. The Customer will useits best efforts to provide at the Return Point chilled
water at a temperature no lower than the Customer Return Temperature, or if steam service is provided to the
Customer, to return 100% of the condensate at the Return Point.

If the steam or chilled waer Service fails to meet the Service Standards due to the System Operator’s
unexcused fault, and not the fault of any customer, and such failure by the Metropolitan Government to meet
the Service Standards results in damage to the Customer’'s heating or cooling system, the Metropolitan
Government shall reimburse the Customer for the actual damages to the Customer’s heating or cooling system
directly attributed to such failure The Customer will maintain the quality of the water in the Premises heating
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and cooling system in accordance with the water quality specifications listed in the Customer Contracts
(Section 2.1)

Charges. The Customer will pay the Metropolitan Government the following charges, as adjusted
pursuant to the Customer Contract, for services provided by the Metropolitan Government pursuant thereto:

Contract Capacity Charge — an annua charge payable in equal monthly installments
comprising:

@ Customer’s Pro Rata Portion of the Base Steam Facilities Capital Cost,

(b) Customer’s Pro Rata Portion of the Base Chilled Water Facilities Capital
Cost,

(©) Customer’s Pro Rata Portion of the Base Steam Facilities Fixed Operating
Costs, and

(d) Customer’s Pro Rata Portion of the Base Chilled Water Facilities Fixed
Operating Costs.

Pass Through Charges and Credits — An amount equal to the Customer’s Pro Rata Portion of
the following:

@ charges permitted under the Customer Contract for a Change in Law,

(b) costs that are pass through costs or adjustments under a System Operating
Agreement (other than pass through costs attributable to maintenance and
repair of pipes and tunnels comprising the EDS), and

(c) any other unforeseen and unbudgeted costs incurred in administering the
System (provided that in no event shall the Metropolitan Government's
administrative costs exceed the Incremental Costs),

(d) credits for expenses paid out of insurance proceeds, and
(e any other applicable credits or cost reductions.

In lieu of paying the Customer’'s Pro Rata Share of costs attributable to maintenance and
repair of pipes and tunnels comprising the distribution system as a pass through cost, the
Customer shall pay, in addition to the Customer's Pro Rata Share of $150,000 per year
already set forth in the Initial Operating Agreement or such other operating agreement as may
then be in effect, the amount per year set forth in Annex B of the Customer Contract under
the heading “ Customer’s Allocation of EDS Maintenance Costs’, escalated at the same rate.

Energy Charge — an amount equal to the actua costs payable by the Metropolitan
Government to a System Operator or other Persons for fuel or energy acquisition, delivery
and management services (including any firming arrangements, and other related services),
based on and allocable to actual energy usage by the Customer.

Thermal |nefficiency Fuel Surcharge — an amount calculated pursuant to the Customer
Contract resulting from the Customer's failure to maintain its Delta T.
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The Metropolitan Government shall properly select and apply the appropriate costs and escalators as
shown in the System Operating Agreement to determine the basic costs for the charges listed above. In
addition to these basic costs, the Metropolitan Government may add only its Incremental Costs to administer
the Customer Contract and the System Operating Agreement. (Section 2.2)

Contract Capacity Changes. Except in the case of any non-recurring special occasion or short term
accident involving the Premises, if, during any Contract Year, the Customer’s actual apacity requirement
exceeds the Contract Capacity, then, unless the Metropolitan Government notifies the Customer otherwise, the
Contract Capacity shall be adjusted for the next twelve (12) months to the Customer's Actua Capacity
Requirement. After such twelve (12) month period, Customer’s Contract Capacity shall revert to the Contract
Capacity in effect immediately prior to the application of this section of the Customer Contract, subject to
continuing adjustment as otherwise provided in Articlell thereof. If the Customer's Actua Capacity
Requirement continues to exceed the Contract Capacity then in effect, the Metropolitan Government shall, at
its option, adjust the Customer’s Contract Capacity under the Customer Contract to reflect the Customer’s
Actua Capacity Requirement.

If, during any Contract Year, the Customer materially reduces its actual capacity requirement as a
result of an investment in energy efficiency, the Metropolitan Government shall adjust the Contract Capacity.
Such reduced Services shall be on the same terms and conditions as are set forth in the Customer Contract, and
all references to Contract Capacity will mean the New Contract Capacity.

In addition, in the event the Customer determines that the Contract Capacity it has nominated exceeds
its needs, the Customer shall have the right to make an adjustment a any time during the Term of the
Customer Contract to reduce its Contract Capacity. In such event, the Customer and the Metropolitan
Government will negotiate in good faith a reasonable reduction in the Customer’s Contract Capacity. Such
reduced Services shall be on the same terms and conditions as are set forth in the Customer Contract (Section
2.4)

Payment. An invoice delivered by the Metropolitan Government under the Customer Contract, will
be due and payable upon delivery to the Customer and the Customer will pay the total amount of such invoice
to the Metropolitan Government within 30 days after the date of receipt. In addition to any actions which the
Metropolitan Government may take during the continuance of any payment default by Customer, including the
right to withhold Services until such default is cured to the satisfaction of the Metropolitan Government, the
Customer will pay interest on the balance of each invoice which remains unpaid on the 30th day after receipt at
the rate of 1.5% per month from the date of receipt until the date of payment. (Section 2.6)

Adjustments to Charges. Following the end of each Contract Year, the Metropolitan Government
shall compute the actual Contract Capacity Charge, Pass Through Charges and Credits and Energy Charge due
from the Customer during such Contract Y ear and

(@) if the actual payments made by the Customer during the Contract Year exceed the
amounts due from such Customer, reduce the Customer’s charges during the
following Contract Year by an amount equal to the overpayment or, if the
overpayment occurs in the last year Services are delivered to the Customer by the
Metropolitan Government, make a cash refund to the Customer in an amount equa to
the overpayment and

(i) if the actual payments made by the Customer during the Contract Y ear were less than
the amounts that were due from such Customer, send an invoice to such Customer
for such underpayments, such payments to be due within 30 days after the date of
receipt of such invoice.
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The Energy Charge will be recomputed each month based on actual energy usage and then-applicable
energy prices, and with respect to the Contract Capacity Charges and Pass-Through Charges and Credits will
be effective on July 1 of each cdendar year, and with respect to the Energy Charge will be effective on the first
day of each calendar month. (Section 2.7)

Taxes. The Customer will pay all Taxes, including without limitation any Taxes imposed upon the
Customer that the Metropolitan Government is required to collect and a proportionate portion of Taxes related
to the provision of Services generaly. (Section 2.8)

Change of Law. The Metropolitan Government will adjust the Contract Capacity Charge and Pass
Through Charges and Credits to reflect any increases in the Metropolitan Government’s labor, operating,
maintenance, environmental or other costs of providing Services (including capital expenditures) which result
from the adoption of, or any change in, any applicable laws or rules or regulations of any governmental
authority after the date of the Customer Contract, or from any change in the interpretation by any court,
tribunal or regulatory authority of any applicable law or rule or regulation after such date. All costs passed
through to the Customer under Section 2.9 of the Customer Contract shall be appropriately allocated based on
the Customer’s proportion of total System Customer Contract Capacities as of the date of the increase in costs
(Section 2.9)

Cessation of Operations. In the event that a Customer ceases operations at the Premises for any
reason, such Customer shall be liable for al charges incurred pursuant to the Customer Contract to the date of
such cessation of operations. |f operations at the Premises have ceased for sixty (60) consecutive days, each
party shall have the right to terminate the Customer Contract. (Notwithstanding the foregoing, if Customer
notifies the Metropolitan Government in writing that the Customer intends to demolish the existing
improvements at the Premises and replace them with new improvements, neither party shall have the right to
terminate the Customer Contract as a result of such cessation of operations and the Customer Contract shall
apply to such new improvements provided that Customer recommences operations at the Premises within two
(2) years of such cessation of operations. |If operations at the Premises have not recommenced within such two
(2) year time period, each party shall have the right to terminate the Customer Contract by written notice to the
other. (Section 2.10)

Price Protection. The parties agree that the charges are calculated based upon the Metropolitan
Government’s cost of providing the Services. The Metropolitan Government costs are generally defined as

(@) cost of servicing system revenue bonds issued to finance a fixed construction cost of the
System as set forth in the Initial Operating Agreement,

(i) fixed management fees payable by the Metropolitan Government to the System Operator
under the System Operating Agreement,

(iii) the cost of purchasing fuel, and

(iv) the Metropolitan Government’s Incremental Costs.

Any increase in the Customer charges for any year shall be made in accordance with the Initia
Operating Agreement, any Replacement Operating Agreement, and the Customer Contract. In procuring any
Replacement Operating Agreement, the Metropolitan Government shall comply with all applicable

competitive procurement laws, and such costs will be included in the Metropolitan Government's I ncremental
Costs. (Section 2.11)
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Additional Agreements

Sales of Excess Capacity. The Metropolitan Government reserves the right to market excess System
capacity to new or existing customers upon such terms and conditions as it determines in its sole discretion,
and shall be entitled to all revenues from such sales of energy or capacity. The Metropolitan Government shall
use reasonable efforts to market and sell excess System capacity to new or existing customers. (Section 5.3)

Thermal Efficiency. The Customer acknowledges that the efficiency of the Customer's Premises in
extracting energy from chilled water is directly relevant to total energy usage of the System. If after the third
anniversary of the Transition Date, the Customer is not maintaining its Delta T, then the Customer shall pay a
Thermal Inefficiency Fuel Surcharge. The Thermal Inefficiency Fuel Surcharge will be charged to the
Customer for each month for which chilled water is delivered to the Customer that the temperature difference,
in °F, between the monthly average chilled water temperature at the Return Point and 42°F is less than Delta T.
The Therma Inefficiency Fuel Surcharge shall be caculated as follows:

TIFS = [DetaT — (CRT, — 42°F)] X CWCCC,
100°F
Where: TIFS =  The Thermal Inefficiency Fuel Surcharge
CRT, =  The monthly average temperature of chilled water
measured at the Return Point (°F)
CWCCC,, = TheChilled Water Contract Capacity Charge for

that month

If aproject is undertaken for improving the Customer's Delta T, then upon the project's completion the
Customer and the Metropolitan Government shall reasonably agree on a New Customer Return Temperature
and thereby a New Delta T. (Section 5.5)

Financial Assistance for Therma Inefficiency Remediation. The Metropolitan Government shall
establish a fund in the initial amount of $500,000 to provide assistance in financing the costs of bringing
customer systems into compliance requirements relating to the Delivery Point temperatures and Return Point
temperatures. |n addition, the Metropolitan Government shall make available in each year an amount equal to
25% of New Customer Surplus Revenues for the same purpose  Such funds will be made available to Initial
Customers, to pay for, or to reimburse Initial Customers for, substantiated costs of complying with Return
Point requirements contained in the Customer Contract (based on priorities and procedures to be established by
the Metropolitan Government). (Section 5.6)

Service Interruptions

Performance Generdly. The Metropolitan Government will use all reasonable efforts to make
Services available to the Customer regularly and without interruption up to the Contract Capacity, but does not
guarantee a constant supply of such steam or chilled water service In the event that the Metropolitan
Government fails to provide Service, or any substitute service reasonably acceptable to the Customer, for a
period exceeding three consecutive calendar days due solely to the Metropolitan Government's willful
misconduct a negligence, (i) the Metropolitan Government will be liable to the Customer for any direct costs
of the Customer reasonably incurred by the Customer as a direct result of such failure by the Metropolitan
Government and (ii) the Metropolitan Government will give the Customer a credit against the Contract
Capacity Charge for steam or chilled water, as applicable, for the Pro Rata Portion of the Contract Capacity
Charge during such month alocable to the period of such failure Notwithstanding any provision of the
Customer Contract, service interruptions under the Customer Contract will not in themselves constitute a
default by the Metropolitan Government under the Customer Contract if the Metropolitan Government
commences within the applicable cure period to use due diligence and reasonabl e efforts to cure such Service
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interruption and if such Service Interruption is not curable within 30 days, continues using such due diligence
and reasonable efforts, and, except as specifically provided in the Customer Contract, the Metropolitan
Government will not be liable to the Customer or any other person under any circumstances for any Service
interruptions under the Customer Contract. In no event shall the Metropolitan Government have any liability
for special, exemplary or consequential damages, including without limitation, loss of profit or revenue or
interference with operations, or have any liability to any Person other than the Customer. Any liability of the
Metropolitan Government under the Customer Contract sal be reduced by the amount of any insurance
recovery of the Customer. The remedy provided under this section shal congtitute the sole and exclusive
remedy of the Customer for Service Interruptions caused by the Metropolitan Government. (Section 6.1)

Other Interruptions. The Metropolitan Government will have the right at any time to interrupt steam
or chilled water service:

(@) for a reasonable duration, upon providing such notice to the Customer as is reasonably
practicable, for the purpose of performing maintenance, repairs, replacements, connections or
changes (on or off the Premises) to the Energy Generating Facilities or its mains, pipes or
other equipment or for the purpose of complying with any order or request of any
governmental authority; provided, that the Metropolitan Government will exercise due
diligence and will act with reasonable dispatch in restoring service, to the extent practicable,
and will schedule such interruptions during periods of low Service reguirements, or

(i) for a duration determined by the Metropolitan Government in its sole discretion, without
notice, if, in the Metropolitan Government’s judgment, public safety standards or prudent
operating procedures dictate such interruption, or if the Metropolitan Government has
received a notice from any governmental authority requiring or mandating such interruption.
(Section 6.2)

Force Majeure Notwithstanding any other provision of the Customer Contract, if either party thereto
is prevented from performing any of its obligations thereunder by reason of a Force Majeure Event, such party
will notify the other party in writing as soon as practicable and thereafter will be excused from its obligations
thereunder to the extent of such interference; provided, that no accrued payment abligation thereunder will be
excused or delayed as the result of a Force Majeure Event, except to the extent such obligations are satisfied by
insurance proceeds.

The party whose performance thereunder is prevented as the result of a Force Magjeure Event will use
reasonable efforts to remedy its inability to perform; provided, however, nothing in such provision under the
Customer Contract will be construed to require the settlement of any strike, walkout or other labor dispute on
terms which, in the reasonable judgment of the affected party, are contrary to itsinterest. It is understood that
the settlement of a strike, walkout or other labor dispute will be entirely within the discretion of the affected

party.

The Metropolitan Government will use reasonable efforts to maintain insurance for the Facility
comparable to that generally obtained for similar facilities, either directly or through the System Operator, to
the extent obtainable on commercially reasonable terms. To the extent proceeds of insurance are applied to
pay costs of repairing or operating the System, the Metropolitan Government will not include such costsin the
calculation charges to be paid by the Customer pursuant to the Customer Contract (Section 6.3)

Default

Defaults. In the event either party fails to perform any material obligation under the terms of the
Customer Contract (including but not limited to the obligation to use due diligence and reasonable efforts to
cure any service interruptions), except as provided for a Force Maeure Event, such failure shall constitute a
default under the Customer Contract. If any such default is not cured within 30 days following receipt of
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notice the non-defaulting party shall have the right to terminate the Customer Contract; provided, that if the
default is curable but is not curable within a 30 day period but the defaulting party commenced curing the
default within said 30 day period and continues to be using due diligence and reasonabl e efforts to effect a cure
of such default, the non-defaulting party may not terminate the Customer Contract as long as the defaulting
party continues using such due diligence and reasonable efforts In addition, a defaulting party shall have, with
respect to curable defaults only, that number of additional days which is equal in number to the number of days
which the defaulting party is prevented from curing a curable default solely by reasons or causes beyond its
reasonable control, provided the defaulting party has commenced curing such default with such 30-day period,
is proceeding diligently and continuously, and is using all reasonable efforts to cure the default. If a party has
the right to terminate the Customer Contract due to a default but does not exercise that right and that default is
subsequently cured, the right to terminate for that default shall cease During any period in which the
Metropolitan Government is required to supply service under the Customer Contract but is in default of such
obligation thereunder and if the Customer has not exercised its right to terminate the Customer Contract, the
Customer shall mitigate damages and may purchase services from an aternate source or use its own energy
source for services, provided the Customer shall use reasonable efforts to minimize the cost of such dternate
service (Section 7.1)

Term

Term. The Customer Contract will be effective as of the date therein, and will remain in effect for the
Initidl Term and each Renewal Term, if any. (Section 8.1)

Renewal. Unless written notice that the Customer Contract will terminate is provided by either party
at least one year prior to the end of the Initial Term or the then current Renewal Term, the Customer Contract
will continue for an additional Renewal Term. (Section 8.2)

Optiona Early Termination. At any time on or after the fifteenth anniversary of the Transition Date,
upon 180 days prior written notice, the Customer may terminate the Customer Contract by paying to the
Metropolitan Government an amount equal to

(A) the product of
(@) the Customer's Pro Rata Portion for steam service and
(i) the sum of

(a) an amount sufficient to discharge that proportion of bonds allocable to the Base
Steam Facilities Capital Cost plus

(b) the remaining years in the Customer Contract from the date of termination times
the then current year's Base Steam Facilities Operating Costs
plus

(3)] the product of

@) the Customer's Pro Rata Portion for chilled water service and
(i) the sum of
@ an amount sufficient to discharge that proportion of bonds allocable to the

Base Chilled Water Facilities Capital Cost plus

(b) the remaining years in the Customer Contract from the date of termination
times the then current year's Base Chilled Water Facilities Operaing Cost.
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If the System's capacity is fully sold by the Metropolitan Government under long-term contracts
through the end of the Initial Term (other than the capacity being terminated) and the Metropolitan
Government subsequently enters into a contract for the sale of the capacity that became available as a result of
the contract termination, the Metropolitan Government shall reimburse the Customer from proceeds of such
energy sales for amounts paid by the Customer to the Metropolitan Government thereunder. (Section 8.3)

Effect of Termination. Upon the expiration or earlier termination of the Customer Contract, the
Customer and the Metropolitan Government will have no further obligations under the Customer Contract
other than obligations accruing prior to the date of such termination. Such provision shall not affect the
Metropolitan Government’s rights under applicable law for damages in the case of a termination after the
Customer’s default. (Section 8.4)

Amendmentsto Initial Operating Agreement

Limitation of Amendments. The Metropolitan Government shall not amend the Initial Operating
Agreement except as provided in accordance with and subject to the provisions of the Customer Contract
(Section 9.1)

Amendments Without Customer Consent. The Metropolitan Government may, from time to time and
a any time, enter into amendments to the Initial Operating Agreement without the consent of the Customer,
but with notice, as follows:

@ To cure any formal defect, omission or ambiguity in the Initial System Operating
Agreement; or

(b) To grant to or confer upon the Metropolitan Government any additiona rights,
remedies, powers, authority or security with respect to the Initial Operator; or

(c) To implement the performance of any right or obligation already existing under the
terms of the Initial Operating Agreement; or

(d) To make any other change which, in the opinion of an independent engineer, will not
be expected to result in an increase in the charges that will be payable by the
Customer under the Customer Contract; or

(e To make any change necessary to preserve or maintain the tax-exempt status of the
revenue bonds issued by the Metropolitan Government to finance the cost of the
System. (Section 9.2)

Amendments With Customer Consent. The Metropolitan Government may, from time to time and at
any time, enter into amendments to the Initial Operating Agreement that the Metropolitan Government is not
otherwise permitted to enter into as provided above, but only if al of the following conditions are met:

@ The Metropolitan Government delivers notice to al Initial Customers of the
proposed amendment in reasonable detail;

(b) The Metropolitan Government establishes in the notice a date (the “Record Date"),
which shall not be less than ten (10) business days following the date of delivery of
the notice, by which Initiad Customers must either approve or reject the proposed
amendment;
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(©) The Metropolitan Government establishes that either (i) the Metropolitan
Government, the State and a majority of the remaining Initial Customers have
consented in writing to the proposed amendment or (ii) neither the Metropolitan
Government, the State nor a magjority of the remaining Initiad Customers have
delivered to the Metropolitan Government written notice of rejection of the proposed
amendment by 3:00 p.m. Nashville time on the Record Date.

If al of the conditions set forth in clauses (a), (b) and (¢) have been met at the designated time on the
Record Date, the Metropolitan Government shall be permitted at any time within the six-month period
immediately thereafter to enter into the proposed amendment. (Section 9.3)

General Provisions

The Metropolitan Government Liability Limitation. The liability of The Metropolitan Government
under the Customer Contract shall be limited to the assets of the System and revenues therefrom and no
recourse shal be had to the general funds and assets of the Metropolitan Government of Nashville and
Davidson County. Notwithstanding anything to the contrary, any provision or provisions of this provision in
the Customer Contract will not apply to the extent it is finally determined by a court of competent jurisdiction,
including appellate review if pursued, to violate the law or Congtitution of the State of Tennessee. (Section
11.8)

PROVISIONS PERTAINING TO THE SMALL CUSTOMER CONTRACTS

To accommodate small customers, the Metropolitan Government may enter into Agreements in the
form of the Commercial Customer Contract, but modified to provide for customers to pay flat and/or
escalation monthly fees for services, or similar arrangements, with such fees reasonably estimating the cost of
providing service to such customers without the need for metering service Such fee shall be determined and
certified by the Metropolitan Government’s project administrator and approved by the Director of Finance
whose signature an such Agreement shall conclusively bind the Metropolitan Government as to the amount
determined and the contract modifications. Small customers are defined as those requiring contract capacities
of less than or equal to 40 Tons of chilled water and/or 400 pph of steam.

PROVISIONS PERTAINING TO THE STATE CUSTOMER CONTRACT

The provisions of the State Customer Contract are the same as those for the Commercia Customer
Contract (as summarized above), except as noted below. To the extent a provision specific to the State
conflicts with any provision in the Commercial Customer Contract, the provision specific to the State shall
govern:

Madifications to Pricing Applicable to the State. The State is not subject to the computations of the
Contract Capacity Charge and Pass Through Charges and Credits contained under the heading “ Services Sale
and Purchase” of the Summary of the Commercial Customer Contract.

The State Customer Contract sets forth the following pricing structure for the State.

Capital Charge. — The Capital Charge will be $1,668,001 per year ($1,368,001 base charge
plus $300,000 allocable to State distribution system upgrades).

The Capital Charge will not be subject to escalation. The Capital Charge assumes an All In
True Interest Cost of 5.0% on a financing amortized over 30 years. If the All In True Interest Cost
(including costs of bond insurance, if any) is greater than or less than 5%, the Capital Charge will be
adjusted to reflect the different cost of capital.
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Operating Charge. — There will be a Fixed Operating Charge of $975,615 per year.

The Fixed Operating Charge will be applicable in the Contract Year ending June 30, 2004,
and will be subject to escalation in succeeding Contract Y ears based on the Consumers Price Index -
South: Size Class B/C (provided that escalation will not exceed 3.0% in any one year, as long as the
Metropolitan Government has the same cap on its escalation in the System Operating Agreement, and
will not be less than zero in any one year).

The Capital Charge of $1,368,001 per year (excluding the $300,000 allocable for the State
distribution system upgrade) and the Fixed Operating Charge of $975,615 per year are based on atotal
chilled water demand of 7,344 Tons and a steam demand of 99,883 pph, representing the aggregate
demand for the fourteen buildings currently served by the System.

Pass Through Costs. — The State will pay as a Pass Through Cost its Pro Rata Share of al-
risk and business interruption insurance The State will pay as Pass Through Costs water and sewer
costs, chemicals used for water treatment and fuel and electricity (taking into account any energy
efficiency bonuses payable by the Metropolitan Government to a System Operator and any damage
payments for fuel inefficiency paid by a System Operator to the Metropolitan Government) based on
the State's actual usage. The State will not pay for the following: engineering costs included as a pass
through cost in the Initial Operating Agreement, costs of repairs to the energy distribution system and
the Metropolitan Government's Incremental Costs.

The State Customer Contract provides that such costs shall be al inclusive and subject to
adjustment only to the extent required pursuant to (i) the provisions of the Commercial Customer
Contracts relating to Change in Law, (ii) Force Majeure (but expressy excluding therefrom any
repairs to the energy distribution system attributable to normal breakage and wear and tear), and (iii)
damages payable under the Commercial Customer Contract relating to Thermal Efficiency.

The Capital Charge and the Fixed Operating Charge for any year shall be payable in 12 equal monthly
installments.

The State shall have no responsibility for maintenance, repair or capital costs associated with the
distribution system. All pass through costs associated with the operations, maintenance and/or capital
improvements of the steam and chilled water distribution system shall be the responsibility of the Metropolitan
Government. (Section 1)

Successors and Assigns. The State shall not transfer its rights and obligations under the State
Customer Contract to any Person. (Section 2)

State Reductions in Contract Capacity. The Capital Charge and Fixed Operating Charge and the Pass
Through Cost for insurance (“Fixed Charges’) set forth under the heading “Modifications to Pricing
Applicable to the State” are applicable to the Fixed Charges for steam units and chilled water units set forth in
Annex B of the Customer Contract. The State agrees to pay these Fixed Charges even if it reduces its
requirements at the Premises. If the State's requirements at the Premises are reduced, the State may either (i)
allocate such capacity to other new or existing premises owned by the State, provided that if such additional
premises are not connected to the EDS the State will pay for the cost of interconnection and metering (in which
case such premises shall be included in the definition of Premises) or (ii) request the Metropolitan Government
to market said excess capacity to other customers |If the capacity designated as excess capacity by the State is
resold, the revenues received by the Metropolitan Government from such sale that are attributable to the fixed
capital cost and the fixed operational cost (net of any commissions due) shall be credited towards the State's
payment requirement. In determining whether marketed capacity is the Metropolitan Government's or the
State's, marketed capacity shall first be allocated to the Metropolitan Government's excess capacity from the
original alocation of System costs, and second shall be allocated among the State and capacity derived from
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other customers on afirst in first out basis. The provisions of the Commercial Customer Contracts regarding
Contract Capacity Changes shall not apply to the State. (Section 4)

Energy Efficiency Program. The Metropolitan Government will establish the fund described under
the heading “Financial Assistance for Thermal Inefficiency Remediation “ in the summary of the Commercial
Customer Contracts. From this fund the Metropolitan Government will make available an amount up to
$400,000 to improve the thermal efficiency of certain buildings listed in the Customer Contract. The State and
Metro will cooperate on those improvements, and proceed with making those improvements with the funding
provided by the Metropolitan Government, and the parties will make all reasonable efforts to complete such
improvements prior to the Transition Date. (Section 5)

Improvements to State's Steam Distribution System. The Metropolitan Government shall make
funding available for the purpose of making improvements to the State's steam distribution system ad
installing individual steam and chilled water meters on each of the buildings included in the Premises.
Improvements may include replacing existing underground steam pipes and installing an underground tunnel
system, where appropriate. The State may review and approve, and such approval shal not be unreasonably
withheld, any improvements and shall provide such access as may be reasonably required by the Metropolitan
Government or its contractor to implement the foregoing improvements. It is the Metropolitan Government's
current intention to implement these improvements through a change order under its Initial Operating
Agreement, and the parties agree to make al reasonable efforts to complete such improvements prior to the
Transition Date. (Section 6)

Ownership of State's Steam Distribution System. Prior to commencement of operation of the new
System, the State shall convey all right, title and interest of the State in the State's existing steam distribution
system, together with such improvements as shall have been made thereto by or on behalf of the Metropolitan
Government, to the Metropolitan Government, subject to the Metropolitan Government receiving adequate
assurances and agreements as to matters relating to liability for environmental matters such as asbestos and
other potentially hazardous substances. (Section 7)

Substitute Service  Notwithstanding anything to the contrary herein, if the Metropolitan Government
is unable to perform and supply the Services required that constitute a material obligation required under the
Customer Contract in Article |1 thereof and if the Metropolitan Government is unable to cure said default upon
the giving of natice of default and the lapse of the thirty (30)-day cure period as specified in the Customer
Contract, then the Customer shall have the right to (i) purchase the Services from an alternative source and/or
(i) use its own energy source for Services during the period(s) when the Metropolitan Government is unable to
provide the Services in each case during the period of continuing nonperformance (Section 8)

Appropriations. All terms and conditions of this Contract constituting obligations of the State are
made subject to the continued appropriations by the appropriate legisative body. (Section 9)

PROVISIONS RELATING TO THE METROPOLITAN GOVERNMENT CUSTOMER CONTRACT

The provisions of the Metropolitan Government Customer Contract are the same as those for the
Commercial Customer Contract as described above, except as noted bel ow:

In addition to the Contract Capacity Charge payable pursuant to the Customer Contract relating to the
Contract Capacity Charge, the Metropolitan Government shall pay an Additional Available System Capacity
Charge equal to the difference between (i) total System costs less (ii) the sum of (@) revenues from Initial
Customers and (b) revenues from sales of energy to any other customers (the “Metro Funding Amount”).

All payment obligations of the Metropolitan Government under the Metropolitan Government
Customer Contract are made subject to the continued appropriations by the Metropolitan Government.
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September 18, 2002

To: The Metropolitan Government of Nashville and Davidson County

Subiject: Consultant’s Report of our Review and Analysis of District Energy System Revenue Bonds
(DES Project), 2002 Series (the “Bonds”)

1.0 INTRODUCTION

Presented herein is the Consultant's Report (“Report”) of our review and analysis concerning the
redevelopment of a District Energy System (“DES”) owned by The Metropolitan Government of Nashville
and Davidson County (“Metro”). The DES redevelopment includes: 1) the design and construction of a
new building and energy generating equipment (“Energy Generation Facility” or “EGF”) in the Urban
Services District (USD) of downtown Nashville for the production of steam and chilled water; 2) the design
and construction of certain modifications and improvements to the Energy Distribution System (the
“EDS"); 3) the acquisition of the land required for the EGF; 4) making improvements to the thermal
efficiency of certain energy customers; 5) certain other related engineering and construction activities; 6)
developing, permitting, start-up/acceptance; and 7) manage, operate and maintain all hereinafter referred
to as the “Project.” Artist renderings of the new EGF are presented in Exhibit C-1.

The Project will be constructed pursuant to a Contract for the Design and Construction of an Energy
Generation Facility, Improvement of the Energy Distribution System, and Long-term Operation and
Management of the Nashville District Energy System (the “Management Contract”) between Constellation
Energy Source, Inc. (“CES”) and Metro.

Pursuant to the Management Contract, following completion of the development, permitting and
construction phase of the Project, CES will manage, operate and maintain the DES for a period of 15
years. Metro has the option to renew CES operations for three (3) additional 5-year terms. The Project is
authorized by Metro for the purpose of continuing, improving and expanding the existing district energy
system in downtown Nashville.

Gershman, Brickner & Bratton, Inc. (“GBB”) was retained by Metro to prepare this Report for the purpose
of providing Metro an analysis and evaluation of the feasibility of the Project. GBB consents to the use of
this Report as an integral part of the offering of securities to finance the Project and makes no
representation or warranties with regard to its use for any other purpose. GBB has served as an advisor
and consultant to Metro during its negotiations of the Management Contract with CES for development of
the Project, and GBB expects to continue in an advisory and consulting role to Metro and as the Project
Consultant during the design, construction, testing, and operation of the Project. GBB has been appointed
to lead Metro’s Project Administration during the development, construction period, and initial operating
years of the Project and to complete the transition and decommissioning of the existing energy generation
facility.
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Exhibit C-1 — Artist Renderings of New EGF

View from Gateway Boulevard Bridge

View from Hermitage Avenue
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1.1 Purpose of this Report

The purpose of this Report is to provide Metro with knowledgeable opinions regarding the technical and
economic feasibility of the Project and the District Energy System (DES) and knowledgeable projections
of the magnitude of Metro’s potential future commitments to the Project as further described below.
Certain capitalized terms used in this Report are defined in the Management Contract or the Fuel
Purchase Agreement.

1.2 Project Background
1.2.1 Introduction

Nashville Thermal Transfer Corporation (“NTTC”) was chartered in 1970 and has provided district heating
and/or cooling services to downtown Nashville building owners for almost thirty years as a solid waste-
based fired system. Currently, the NTTC system serves 38 buildings within the greater downtown
Nashville area, including the Coliseum (home of the National Football League Tennessee Titans) across
the Cumberland River. The decision to modify the DES from a solid waste-fired system to a fossil fuel-
fired system was based in part on the results of a comprehensive study begun in July 2000 to review
Metro’s solid waste management system that included NTTC'’s solid waste incinerator as Metro’s primary
disposal means.

Metro’s participation in NTTC is established under an Acquisition and Operating Agreement (“A&O
Agreement”). The A&O Agreement establishes the methodology and guidelines for setting rates for
energy and solid waste disposal so that adequate revenue is provided to cover equipment replacement
requirements, at least 110% of debt service payments issued to finance NTTC capital improvements, and
operational expenses budgeted for the applicable fiscal year. The energy rates established are to
consider alternatives that customers, including Metro, would incur otherwise. The payment that Metro is
required to make under the A&O Agreement, NTTC termed the Metro Fee, was calculated to allow for the
above costs and revenues to balance each year. A history of the Metro Fee paid since NTTC’s inception
through the end of Fiscal Year 2002 (estimated) is provided in Table G-1. Each year, Metro has made an
initial budget for the estimated Metro Fee and supplemented it, as necessary, to meet its financial
obligations to NTTC. Because of a supplemental request made by NTTC to Metro in Fiscal Year 2000,
Metro decided to look into the operations and cost of NTTC relative to other options. Since placed in
operation in Fiscal Year 1975, the Metro Funding Amount has aggregated to approximately $110 million
and has escalated considerably in the recent five years. Each year, Metro has appropriated the
necessary funding to meet its NTTC obligations.

Metro hired several specialty advisors to assist with all matters of Project feasibility, procurement,
development and financing. GBB has served as Metro’s overall management consultant for developing
the Project with engineering services provided by Gresham Smith and Partners ("*GS&P”). FVB Energy
Inc. is providing specialized district heating and cooling system consulting services. Hawkins, Delafield &
Wood is transaction counsel, providing legal assistance during the procurement process and contract
negotiations with CES. Public Financial Management (“PFM”) is Financial Advisor, providing review of
the proposed debt structure and any related impacts of the Project on Metro’s ability to meet its projected
future capital needs.
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Table C-1 — History of Metro Fee Paid to NTTC

Fiscal Year Amount ($)
1975 50,000
1976 650,000
1977 1,275,000
1978 1,300,000
1979 1,300,000
1980 1,300,000
1981 1,300,000
1982 1,500,000
1983 1,500,000
1984 1,500,000
1985 2,500,000
1986 2,500,000
1987 2,545,000
1988 2,636,620
1989 2,684,079
1990 2,748,496
1991 2,814,456
1992 3,183,708
1993 3,955,413
1994 4,540,584
1995 5,006,842
1996 5,796,763
1997 5,796,763
1998 6,208,799
1999 7,636,273
2000 7,788,316
2001 11,637,203
2002 14,495,282*

*Shown as budgeted in NTTC Board of Directors Report.

1.2.2 Development of New System

In the spring of 2001, Metro issued an RFP seeking private companies to take over the operation,
maintenance and management of the DES, including the design and construction of a new fossil fuel-fired
steam and chilled water generating facility to replace NTTC. After a competitive evaluation of
respondents, CES was selected as Metro’s developer and operator for the new DES.

The NTTC Board of Directors adopted an Interim Business Plan on April 19, 2001 for the purpose of
providing a plan for conducting business through the remaining time the NTTC facilities are in operation.
The closing date for the waste-to-energy facility as a whole was originally estimated to be April 2004.
Subsequent to the adoption of the Interim Business Plan and the issuance of a consent decree by Metro’s
Health Department, NTTC agreed to shut down the waste burning components of the waste-to-energy
facility by September 30, 2002 and generate steam and chilled water using natural gas fired boilers,
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instead. A fire in the waste receiving area of the facility occurred on May 23, 2002 and caused an early
closing of waste burning as of the day of the fire. Currently, the NTTC facility uses only natural gas to
supply four boilers (two original/two temporaries) to generate steam and is expected to continue to do so
until the new EGF becomes available in spring 2004.

The land for the EGF and adjacent areas for construction lay down has been acquired by Metropolitan
Development and Housing Agency (“MDHA") and will be transferred to Metro prior to Bond closing. On
September 16, 2002, Metro is scheduled to close on the purchase of the land on which the EGF will be
built.

1.3 Report Methodology

This Report presents data, findings, and opinions regarding the Project. During the preparation of this
Report, GBB has reviewed such information and documentation as it has deemed relevant, including but
not limited to: historical and projected energy system demand data, including that portion which
represents steam versus chilled water, steam/chilled water fee system, and method for establishing
capital and operating budgets; building and occupancy projections for the Metro area; estimates of
Project capital and operating costs and revenues provided by Metro and CES; the executed Management
Contract between CES and Metro, the Fuel Purchase Contract between Metro (as owner) and CES (for
coordinating the fuel procurement efforts) and the contract between CES and the construction contractor
for the EGF; various contracts CES subcontractors have with major equipment suppliers; existing
contracts and the recently executed Initial System Customer contracts for the purchase of energy from
the EGF; a site assessment report for the property purchased for development of the EGF;
correspondence to CES from the design engineer, the construction contractor and key equipment
suppliers regarding delay costs; certain information, materials, and descriptive data on CES and its
contractors and Metro; the Site Lease and Final Purchase Site Agreement and other information.

GBB has met with representatives of CES, Metro, NTTC, the Construction Contractor, the design
engineers and CES’s legal counsel; reviewed (for coordinating the fuel procurement efforts) the scope of
supply of the major equipment suppliers, Trane, English Boiler, Baltimore Air Coil and Gould Pumps; and
met with the Underwriter. We have also visited two of CES’s existing operations in Baltimore, MD and
Pittsburgh, PA; as well as the proposed site for the EGF and the point of the EDS interconnection. We
have reviewed with CES the operating and maintenance procedures, estimated costs, management
approach, projections of selected operating data, and plans and specifications for the Project. GBB has
also reviewed documentation associated with permits and approvals for the Project provided by Metro
and/or the architect/engineer working as a subcontractor to CES, and we have discussed the senice
needs, delivery schedule, and performance of energy generation equipment with the operators at several
U.S. locations where such equipment is installed.

During the development of the Project, GBB has also relied upon the engineering expertise of Metro’s
consulting engineering firm, Gresham Smith and Partners (GS&P). GS&P’s engineering staff has
reviewed the details of the site use, permit requirements, mechanical equipment/system layout and
performance expectations of the entire Project’s technical package. GBB staff has participated in
numerous review sessions of the Project with GS&P and CES.

In preparing this Report and arriving at the opinions expressed herein, we have used and relied on
certain information made available to us by sources which we believe to be reliable, and we have drawn
on our knowledge about the planning, procurement, design, permitting, construction, acceptance testing,
and operation of energy generation facilities and other district heating and cooling facilities.
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2.0 THE PROJECT

CES has entered into an agreement with Metro to (1) design and build the new EGF to replace the
existing NTTC facility, including improvements to the electrical substation, and provide steam and chilled
water to Metro’s specifications to the Initial System Customers and Additional Customers; (2) design and
build a new connection between the EGF and the existing EDS; (3) operate, maintain and manage the
EGF and EDS, including all property, equipment, operations and maintenance, oversight, and customer
relations; (4) make capital improvements to the existing and State Energy Distribution System as needed
at this time to maintain its operability; and (5) make metering and certain energy conservation
improvements to individual customer buildings.

2.1 New Metro DES Project
2.1.1 Energy Generation Facility (EGF)
2.1.1.1 The Facility Site

The site of the new EGF (also referred to herein as Site B) is to the south of the existing NTTC plant site
and abuts the southerly margin of the new Gateway Boulevard now under construction by the Tennessee
Department of Transportation (“TDOT")(See Exhibit G2). The site is located within the Rutledge Hill
Redevelopment Area administered by MDHA. The plant site is bounded by the new Gateway Boulevard
on the north, Peabody Street on the south, Hermitage Avenue on the west, and the easterly margin of the
former Crockett Street right-of-way to the east. The site was previously acquired by the MDHA and has
been subdivided into two development lots. Lot 1, the eastern lot, is 86,729.5 square feet in area,
approximately 1.99 acres. Under the terms of a Memorandum of Understanding (“MOU”) between Metro
and MDHA dated March 5, 2002, Lot 1 is to be made available to Metro for development of the EGF. Lot
1 will be sold to Metro prior to the issuance of Bonds to finance the Project. Lot 2, comprising
approximately 1.65 acres, will be retained by MDHA for future redevelopment. Metro will also lease the
western portion of the site during the Construction Period as a laydown area for CES’s use. Additionally,
a small Metro site on the south side of Peabody Street will be used by CES for the siting of construction
trailers and project management offices during construction.

After entering into a Memorandum of Understanding with MDHA for the land br the new EGF, Metro
executed a contract to demolish a large building within the EGF footprint. Additionally, the contractor for
the Gateway Bridge construction activity being completed by the TDOT is scheduled to complete the
demolition of the other buildings that encroach onto the Project site before the scheduled start of Project
construction, expected on or before October 30, 2002. Therefore, agreements are in place for Metro to
assume long-term responsibility for the site and, in turn, make it available to CES for development of the
EGF.

In preparation of the site for the EGF, CES will be re-routing two large existing Metro water and sewer
lines (sanitary and storm) that run through the Facility Site. CES will be installing new sewer lines within a
newly dedicated public utility and drainage easement that runs north to south within the Facility Site along
the western edge of Lot 1. The ends of the existing line will be capped and left abandoned in place below
the Project site.

GBB is of the opinion that the size and location of the available site is suitable for construction of the
EGF. The Facility site has reasonable access to all water, sewer, electrical and other utilities sufficient for
construction and operation of the Project. GBB is not aware of any subsurface conditions that would
adversely affect construction or operation of the EGF.
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2.1.1.2 The EGF Building

The EGF will be housed in a new 43,450 square-foot, two-story building. The new building
(approximately 142’ wide x 189’ long x 63 high) will be designed and constructed to blend in with the
existing vernacular architecture of the surrounding neighborhood and to match the "urban design”
features used in recent and planned future urban developments for the area. The building will have a
brick exterior, tall arched-top windows, and landscape buffering. There will be 8" concrete block walls
behind the brick exterior to contain noise transmission. The cooling towers will be located on the roof of
the EGF and will be screened by a brick screen wall. This wall will be a continuation of the vertical wall of
the EGF on all four sides in both character and material. The electrical switchgear will be located on the
back side of the property, shielded by the building to the north and screen walls to the south, east and
west side of the property. The screen walls will match the architecture of the EGF’s facade in order to
block visibility of the electrical switchgear from Hermitage Avenue, Peabody Street and from the
remaining green space along the river's edge.

2.1.1.3 Primary Technical Components of EGF

The technical approach chosen by the CES Project Team is based on proven central plant design
strategies and consists of the following subsystems:

Steam Production System

The steam production facility subsystem of the EGF consists of all mechanical and electrical systems to
produce a total installed capacity of 260,000 pounds per hour (“PPH”) of 150 pounds per square inch
gauge (“psig”) saturated steam for delivery to the EDS. Specifically, the subsystem consists of four (4)
English Boilers 65,000 PPH forced draft, pressurized boilers each with a single integral burner capable of
dual fuel firing, i.e., natural gas and propane. Each boiler has an individual boiler flue gas exhaust stack.
The guaranteed unit emissions are:

0.062 Ibs. NOx per MMBtu input when firing either natural gas or propane

The boilers have continuous boiler blowdown, and the system includes boiler feedwater economizers.
Each boiler is also provided with an in-situ, flue gas (oxygen) monitoring system. The combustion control
system will electronically communicate with the overall plant controls.

Metro’s water will be utilized at the EGF, and the Project includes a duplex soft water system capable of
producing a total of 600 gallons per minute of soft water from Metro’s water feed. This system includes
appropriate softening and brine tanks and control systems, including automatic backwashing controls.

GBB has reviewed the manufacturing capability of the boiler supplier selected by CES. GBB is of the
opinion that the design and number of steam production units provided by CES will reliably meet the EGF
design requirements if manufactured, installed, operated and maintained by CES according to the
manufacturer’'s recommendations and industry practice.

Chilled Water System

CES will design and construct a chilled water system using electric-drive chillers. The chilled water
system consists of a total installed capacity of 20,800 tons. The chilled water system will supply 42°F
chilled water to the EDS. Specifically, this chilled water system will consist of eight (8), 2,600-ton
electrical-drive TRANE duplex centrifugal chillers, plus all ancillary mechanical and electrical equipment.
Included in the ancillary equipment will be sixteen (16) single-cell, induced draft, Baltimore Air Coil (BAC)
cooling towers.

Six (6) Goulds chiller water pump/motor sets will be provided along with five (5) Goulds condenser water
pumps/motor sets. An important factor in the selection of pumps and chillers is System Delta T (*AT"),
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defined as the temperature difference between chilled water supplied to and returned from the EDS (i.e.,
the System _T is the term used to measure the collective impact of all of the individual customer building
_Ts). There are benefits associated with an increased System _T, and there is a program for
improvement described later in this report. In regards to equipment selection and design, chilled water
piping and pumping systems are designed for the current 10°F System _T. Chiller selections are based
on an improved 14°F _T, which is the goal of the _T improvement program described later. However,
chiller capacity remains the same at the current 10°F _T, and the chillers can successfully operate over a
wide range of water/evaporator side AT without maximum flow constraints.

The _T improvements for the buildings (i.e., the temperature difference between chilled water supply and
return to and from individual buildings) will have two key benefits which are: (1) lowered pumping at the
EGF and (2) less energy use within the customer buildings. The design of the EGF anticipates these
changes.

The condenser water system is designed for 15°F _T. All piping/pumping arrangements are in reverse-
return arrangement to eliminate water-balancing disparities. The cooling towers are equipped with
individual basin heaters for protection during winter operation.

GBB has reviewed the design criteria and experience of Trane as the chiller supplier, as well as BAC and
Goulds. GBB is of the opinion that the chilled water system provided by CES will reliably meet the EGF
design requirements if manufactured, installed, operated and maintained according to the manufacturer’s
recommendations and industry practice.

Facility Piping System
The operating pressure/temperatures for the piping systems within the EGF are as follows:

Chilled Water - 200 psig/60°F max.

Condenser Water - 50 psig/105°F max.

Makeup Water/Non-potable/Domestic Water - 100 psig/70°F max.
Steam - 150 psig/ 425°F max.

Feedwater - 250 psig/425°F max.

Condensate Return (Gravity and Pumped) - 150 psig/200°F max.

GBB is of the opinion that the design conditions of the Facility piping system provided by CES will reliably
meet the EGF design requirements if manufactured, installed, operated and maintained according to the
manufacturer’s recommendations and industry practice.

Electrical Supply

For electricity, CES will tie into the Nashville Electric Service (“NES”) system with a major service point
owned by NES sited at the EGF plant site. Metro has entered into an electrical supply agreement with
NES.

The design of the CES electric system provides for 100 percent redundancy through the use of two (2),
independent, 69 kV utility feeds of 100 percent capacity from NES connected to the main NES 69 kV ring
bus that is supported by numerous feed points.

The CES distribution system consists of six (6) distribution panels whose voltage and capacity ratings are
segregated for load served. Each distribution panel is double-ended with crosstie and fully redundant
transformers and bus. All high voltage and medium voltage gear is manufactured by General Electric
Corporation. All control power systems have battery backups. All substations and switchgear include
automatic changeover tiebreakers.
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Electric service includes a new 69/13.8 kV supply substation with dual independent 69 kV utility supplies
from the NES 69 kV ring bus, and two 69/13.8 kV transformers, each rated to carry the full load of the
facility and automatic changeover on the 13.8 kV side of the transformer.

GBB is of the opinion that the electrical supply subsystem of the EGF consists of electrical power
substations that will provide reliability and redundancy to the EGF if operated and maintained according
to the supplier's recommendations and industry practice.

Interconnection to the Existing EDS

The piping from the EGF to the existing EDS will be accomplished by CES engineering, designing,
installing, starting-up and maintaining the underground distribution piping for connecting the chilled water
and steam and condensate subsystems in the EGF to the existing EDS at NTTC’s Manhole M.

The steam supply will be a direct-buried, 20” diameter pipeline (Class A Conduit system), and 10"
diameter pre-insulated and jacketed condensate return line each of which will be installed running from
the EGF under Gateway Boulevard to an enlarged Manhole M for tie-in with the existing EDS system.
The Chilled Water supply and Chilled Water return lines will be in two direct-buried, 42" diameter pipelines
also running from the EGF under Gateway Boulevard to the enlarged Manhole M for tie-in with the
existing EDS system. FVB Energy conducted a hydraulic analysis that verified the adequacy of the sizing
of the pipes exiting and returning to the EGF.

GBB is of the opinion that the piping system proposed to be constructed from the EGF to the EDS will
reliably meet the EGF design requirements if designed/fabricated, installed, operated and maintained
according to the manufacturer’'s recommendations and industry practice.

Instrumentation and Metering Systems

The overall control system shall be distributed controls, based on individual equipment/process
controllers for major equipment/processes integrated to a digital control backbone for remote cperation. A
PC-based Supervisory Control and Data Acquisition (SCADA) system, on an Ethernet network with Wide-
Area-Network (WAN) connectivity, shall interface with the digital control backbone. The SCADA shall also
interface/communicate with EDS building metering systems. The major equipment/processes shall be
equipped with individual stand-alone controllers such that the equipment/process can be monitored and
controlled from a local panel.

GBB is of the opinion that the instrumentation and metering system provided by CES will reliably meet
the EGF design requirements if designed, fabricated, installed, operated and maintained according to the
manufacturer’'s recommendations and industry practices.

2.1.1.4 Fuel Delivery and On-site Storage

In accordance with the Fuel Purchase Contract as agreed to and entered into by Metro and CES, CES is
responsible for assisting with procuring and coordinating the supply of fuel and energy requirements of
the DES. For the EGF, the primary fuels will be natural gas (steam system) and electricity (chilled water
system). The back-up fuel for the EGF will be propane, if natural gas is unavailable or uneconomical.

For natural gas supply, CES has made arrangements for tie-in to the Nashville Gas (“NG”) system. NG
will route a new line (approximately 700 feet long) from an existing 12” high pressure main in Peabody
Street to the southeast corner of the EGF building.

The propane system will consist of 12,000-gallon, above-ground storage tank(s) on the EGF site. The
backup propane system will consist of the tanks, a vaporizer and supply lines that will meet 100% of the
maximum boiler required flow rate. At an EGF send-out of 160,000 PPH steam, this storage will last
approximately four (4) hours, which will allow time for dispatching additional local propane supply trucks
to the EGF.
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GBB is of the opinion that the design of the backup fuel system allows adequate supply and firing time to
allow the dispatching of additional supply sources to meet the EGF fuel needs if operated and maintained
according to current supply sources, manufacturer's recommendations and industry practices.

2.1.2 Energy Distribution System (EDS)
2.1.2.1 Overview

The existing EDS consists of approximately 48,000 linear feet of underground chilled water supply and
return piping, and underground steam supply and condensate return piping. The system has 26,000 feet
of direct buried pipe and 22,000 feet contained in tunnels. The tunnel system includes manholes, valves,
ventilation equipment, and ground water maintenance pumps. The chilled water piping terminates in
each building at the inlet and discharge of the building distribution system. The steam supply system
terminates in each building at a pressure reducing station, while the condensate return begins at the
outlet of the condensate return pump. All buildings have NTTC-installed and maintained metering
systems.

2.1.2.2 Tunnel Network

Approximately 46 percent of the EDS is housed in tunnels. Exhibit C-3 presents a layout of the existing
EDS pipeline system. Three main 8%-foot diameter tunnels provide the corridor through which the piping
is run. The first tunnel begins at First Avenue and Broadway and runs southwest under Broadway until it
terminates at Seventh Avenue. The second tunnel branches from the first main and runs northeast under
Seventh Avenue until it finally terminates at Union Street. The third tunnel branches off the first main at
Fourth Avenue and runs northeast until it terminates at Deaderick Street. All additional piping runs
branching to the buildings are under grade. The tunnel network is ventilated with a series of supply and
exhaust fans for space ventilation and condensation control. The tunnels are accessible only through a
series of manholes. Ground water infiltrates the tunnels and must be pumped out to maintain applicable
safety procedures and entry.

2.1.2.3 Chilled Water System

The chilled water main leaving EGF is 42 inches in diameter and reduces down to as small as two (2)
inches in diameter. All piping is insulated with either calcium silicate or fiberglass insulation. The piping
material is carbon steel with either butt-welded or mechanically flanged joints and Class 50 restrained
joint ductile iron pipe.

2.1.2.4 Steam System

Steam is delivered through a series of mains, which vary in size throughout the network from 20 inches in
diameter down to two (2) inches into the buildings. The steam distribution system contains various
condensate traps and controls within the tunnel structure. All steam piping is insulated with either calcium
silicate or fiberglass insulation. The piping material is carbon steel with either butt weld or mechanically
flanged joints.

A new addition to the existing steam system is a steam network previously owned, operated, and
maintained by the State of Tennessee. This system redistributes steam to a number of State buildings
located in the northwestern segment of the Thermal steam network, and title to which will be transferred
to Metro pursuant to Metro’s contract with the State. It amounts to about 10% of the steam piping of the
total EDS. The following paragraph contains more information about acquisition of this system, its
condition, and maintenance and repairs required.
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2.1.2.5 EDS Improvements

Analysis of the EDS began in July 2000. The examination of the existing EDS determined that it was well
maintained and in good condition for its age. Requirements to repair tunnels, replace insulation, and fix
leaks are negligible. Furthermore, it was determined that the pipe sizes leaving the plant do not restrict
growth, and with areasonable investment in improvements, it can continue indefinitely into the future.
The improvements currently anticipated by Metro are replacement of: (1) up to 75 chilled water valves,
(2) 3 main steam valves, and (3) approximately 600-700 feet of fiberglass condensate return line, all of
which are required primarily from an operations standpoint.

NTTC currently supplies steam to certain State of Tennessee buildings, and the State system
redistributes that steam to various other State buildings. A \sual inspection of the State’s piping system
found that this system was in generally good condition, and that little was required with respect to
repairing tunnels, fixing leaks, or replacing insulation. Some testing of fiberglass condensate return piping
was recommended, the cost of which is minimal. Maintenance and repair records for this system were
also obtained. Based on the outcome of this investigation, Metro decided to proceed with the acquisition
of State's redistribution system. As of the effective date of the new contract, State will pay Metro
$300,000 per year to transfer the responsibility of maintaining the distribution system owned by the State.

2.1.2.6 Energy Conservation and Decoupling Projects

Metro budgeted certain Bond proceeds for energy conservation projects. These amounts will be spent
on AT improvement projects. To achieve the improved AT, changes are required within customer
buildings. A survey was conducted to estimate AT improvement (1) capital costs, (2) DES benefit, and (3)
customer benefit for all existing customer buildings. The current AT for the NTTC is approximately 8.5°F
to 9.5°F. The decoupling, AT and pumping changes are expected to raise the AT to 11.8°F @ 178.6 ft. of
head and a maximum chilling load of 20,732 tons. The survey also yielded a prioritization of benefit
versus cost, which will be used as another basis for selecting customers for this energy conservation
improvement. The decoupling projects remove the pressure head associated with these certain high-rise
buildings from the DES and greatly improves operations.

2.1.2.7 Conclusion

GBB is of the opinion that the existing EDS, when coupled with the repair, replacement and maintenance
program provided for within the Project, will be able to provide a reliable steam, chilled water and
condensate return distribution system if operated and maintained according to manufacturer’s
recommendations, industry practice and terms of the Management Contract.

2.2 Project Agreements
2.2.1 Management Contract between Metro and CES
2.2.1.1 Introduction

On January 15, 2002, the Metro Council adopted a resolution authorizing the execution of the
Management Contract. On January 16, 2002, the parties executed the Management Contract.

The contracted services include the design work, construction work and management services for the
development and operation of the new DES. Three distinct phases of this agreement include (a) the
Development Period from the contract date to and including the day preceding the Construction
Commencement Date (“CCD”), (b) the Construction Period meaning the time from and including the CCD
up to and including the day preceding the Acceptance Date, and (c) the Management Period, the period
of time commencing on the Scheduled Service Commencement Date and ending on the Termination
Date. Based on current plans and schedules, the expected CCD will be on or about October 30, 2002.
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The CES-managed assets will include the EGF, the EDS and all other DES improvements, expansions
and modifications that have been agreed upon by CES and Metro during both the construction period and
the Management Period. CES is responsible for preparing all permit applications and permit
modifications required for the new DES. Unless otherwise approved by Metro or required by applicable
law, all permits will be held in Metro’s name.

While the DES will be owned by Metro, the EGF will be designed, constructed, started up, acceptance
tested, operated, maintained, equipment replaced and/or repaired and managed by CES. CES is
responsible to conduct preliminary site work, surveys, environmental reviews, subsurface testing and
other tests necessary for CES to commence Construction. CES's design, engineering, construction,
start-up, Acceptance Testing, and related obligations with respect to the Facility, and the EDS
improvements during the construction period, are included in the Management Contract.

The Project will be constructed so as not to interfere with or interrupt the current NTTC operation. CES is
required to use "Prudent Utility Practice" during the term of the Management Contract, including those
practices, methods and procedures, as modified from time to time, that are currently and commonly used
in utilities to design, engineer, select, construct, operate and maintain energy generating facilities and
equipment for providing steam and chilled water in the mainland United States dependably, reliably,
safely, efficiently, and economically, with due regard to the state-of-the-art in the energy generating
industry.

2.2.1.2 Schedule and Acceptance

The Scheduled Service Commencement Date (‘SSCD”) is 610 consecutive days following the CCD, with
extensions for excused delays due to Uncontrollable Circumstances. The Service Commencement Date
(“SCD”) is the date upon which CES commences delivery of steam and/or chilled water service to the
energy customers in sufficient quality and quantity to satisfy the demand requirements of Metro under all
of the Customer Contracts, which include those of the Initial System Customers, the Holdover Customers,
and the Additional Customers as discussed in Section 2.9.

Assuming a CCD of October 30, 2002, the SSCD will be July 2, 2004. As an early completion incentive,
if the SCD occurs prior to the SSCD, Metro has agreed to pay CES an incentive payment equal to
$10,000 for each day that the SCD is in advance of the SSCD. Based upon current plans and schedules,
GBB expects that the SCD could be as early as May 7, 2004.

On the other hand, CES has to pay for liquidated damages delay if the Facility commences providing
steam and/or chilled water services later than the SSCD, the end of the Extension Period or the date of
any termination of the Management Contract. The amount of such liquidated damages are equal to the
sum of (i) daily debt service occurring on the Bonds (net of daily earnings on invested proceeds of the
bonds) and (ii) $10,000 per day for each day that the commencement of service starts after the SSCD in
each case up to the end of the Extension Period or, if sooner, the date of any termination of the
Management Contract or the commencement of service.

The initial management term of the Management Contract commences on the SCD and will end on the
fifteenth (15”’) anniversary of the SCD. Metro also has the right, at its sole option, to (a) extend the term
of the Management Contract for five (5) years following the end of the initial management term and
(b) further extend the term of the Management Contract two (2) more times each for additional five (5)
year terms on the same terms and conditions as the initial management term of the Management
Contract.

CES will not commence start-up operations in preparation for conducting the Acceptance Tests until
Substantial Completion has occurred. Thereafter, CES shall conduct Acceptance Tests in accordance
with the Management Contract and the Acceptance Test Plan.

The Acceptance Date is the date on which all of the following shall have occurred: (i) the system has
achieved Substantial Completion, (i) CES has certified to Metro that the entire system is ready for
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Acceptance Testing and is capable of demonstrating that it can pass the Acceptance Tests, (iii) the
Transition Date (as defined in the Initial Customer Contracts) shall have occurred, and (iv) either (a) the
system has passed both parts of the Acceptance Test — Chilled Water and Steam — at the full Acceptance
Standard, or (b) the system has passed both portions of the Acceptance Test at full Acceptance Standard
for all guarantees other than the throughput, temperature and pressure, or capacity standards, and the
appropriate buydown of such standard(s) shall have been made to Metro.

If Acceptance has not occurred on or before the Scheduled Acceptance Date for any reason other than
Uncontrollable Circumstances, CES shall be entitled to conduct or repeat the Acceptance Test as often
as it desires in order to secure Acceptance of the Facility, including any Initial System Improvements
made during the Extension Period. If, as of the last day of the Extension Period, the Acceptance Date
has not occurred, an Event of Default by CES will be deemed to have occurred, and Metro has the right
to terminate the Contract upon written notice to CES.

The Fixed Construction Price of CES includes all amounts necessary to pay for operations and
maintenance of the Facility (other than Pass-Through Cost components and the cost of Fuels incurred to
provide services after the SCD) and the EDS during the Acceptance Tests and any period of
commissioning between testing and Acceptance, as well as the basic cost of construction and any start-
up operations. The cost of any retesting due to CES failure of the initial Acceptance Tests, including
Metro costs (other than Pass-Through Cost components and the cost of Fuels incurred to provide
services after the SCD) shall be borne by CES.

If the Facility would otherwise have achieved Acceptance but for failure to satisfy the performance
guaranty in the Management Contract related to steam capacity and chilled water delivery, and provided
that the Acceptance Tests demonstrate that the Facility has satisfied each of the key guarantees at a
level of at least 85% of the full Acceptance Standard, CES may achieve Acceptance by paying to Metro
an amount equal to that amount that would be necessary to defease that percentage of the Bonds equal
to the percentage of the shortfall from the full Acceptance Standard allocable for steam and/or chilled
water generation.

Prior to testing, CES will submit a transition plan to Metro for the seamless transition from NTTC to the
new Facility. The plan will be submitted by CES to Metro not later than 90 days prior to the proposed
testing for review by Metro. Metro must approve the transition plan prior to commencement of
Acceptance Testing.

The EGF and all improvements will be owned by Metro, with Metro making the EGF available to CES on
an exclusive basis during the term of the Management Contract. All steam and chilled water and any
other form of energy generated by the DES shall be owned by and be the property of Metro until such
time as ownership may transfer to a customer pursuant to a customer contract.

GBB is of the opinion that the time for construction and acceptance testing is adequate for this Facility if
CES applies appropriate construction management techniques, including ordering equipment in a timely
fashion and providing appropriate staff for construction, installation and start-up activities.

2.2.1.3 Construction Price and Adjustments
The Fixed Construction Price and any Fixed Construction Price Adjustments will be payable solely from
the proceeds of the Bonds. The Fixed Construction Price includes the interconnections between the
Facility and the existing EDS, but no other improvements to the EDS.
Metro will pay CES a Fixed Construction Price in the sum of $46,904,737 if the CCD occurs on or prior to

January 1, 2003. The Fixed Construction Price includes all fuels and utilities required prior to the SCD
and all other costs of achieving Acceptance through the Acceptance Date.
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The Fixed Construction Price is apportioned 40% to steam service and 60% to chilled water service. Any
cost overruns associated with the construction of the Facility shall be the responsibility of CES except to
the extent actual construction costs are increased due to Uncontrollable Circumstances.

Each milestone payment requested by CES is subject to a 10% retainage holdback, with interest earned
on the retainage holdback to be held for CES's benefit. On the Acceptance Date, Metro shall release the
retainage, less that portion of the retainage that is reasonably estimated by CES and agreed to by Metro
as being equal to the value of the work listed on the final punch list.

CES and Metro have agreed to a range of additional projects that could be added by executing change
orders to the Management Contract without needing additional Metro Council authorization, subject to a
specified maximum cost on the total. Projects such as the EDS improvements and the building energy
conservation, decoupling and metering projects will be accommodated with this mechanism.

GBB is of the opinion that the Fixed Construction Price is reasonable and provides adequate funds for
CES to design, build and perform Acceptance Tests of the Facility.

2.2.1.4 Utility Services and Metering

CES will provide adequate services for telephone, electricity, natural gas, backup fuel, potable water,
nonpotable water, sanitary drainage and storm drainage during all phases of construction and operation.
CES will also install and maintain metering instrumentation on supplies of electricity, natural gas, backup
fuel, potable water and nonpotable water used in generating steam and chilled water.

So as to allocate electricity charges against the Guaranteed Maximum Utility Usage per CES's Fuel and
Utility Usage for chilled water and steam, CES will provide for separate submetering for electrical loads
associated with the chilled water system's electrical consumption, and electrical loads associated with the
steam system. CES is also responsible for installing (to the extent not already existing), operating and
maintaining the metering and interconnections of the energy customers on the EDS.

2.2.1.5 Operations and Customer Billings

As of the SSCD, CES is responsible for operating and maintaining the Facility and the EDS (including the
tunnels) on a 24-hour per day, 7-day per week basis in accordance with the Contract Standards and the
performance guarantees. Scheduled maintenance, that is required to be performed with the EDS out of
service (cold outage), is limited to two such events per calendar year, with a maximum service
interruption of 12 hours each, for steam and chilled water, respectively.

CES is responsible for making all repairs and replacements, including major maintenance, repairs and
replacements, and upgrading or replacing obsolete equipment, machinery, facilities, structures and
improvements constituting the EGF and the EDS (including the tunnel system housing portions of the
EDS and direct buried piping systems). All major maintenance, repair and replacement, whether of an
operating or capital nature, is the responsibility of CES, and compensated for solely through the
Management Fee. Most of the Management Fee is a fixed operating charge of $3,401,770, subject to
annual escalation, with certain adjustable and pass-through costs.

CES is responsible for arranging for all other utilities services required for the operation of the Facility
and, while the Fuel Purchase Contract is in effect, for fuel supplies for the Facility. Payments for fuel are
made under the Fuel Purchase Contract. If the Fuel Purchase Contract were terminated, Metro would
assume responsibility for arranging for fuel supplies necessary to operate the Facility.

In the event CES fails to provide Steam and/or Chilled Water or any substitute service reasonably
acceptable for a period exceeding three consecutive days, except for failure due to Uncontrollable
Circumstances, CES is liable to Metro for any amounts payable by Metro for such failure to provide
service to the energy customers. CES has access to customer premises for determining whether any
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abnormal leakage of steam, steam condensation and/or chilled water is occurring from the customer
piping system within the customer's premises.

CES is responsible for damage caused to the property and businesses of energy customers for which
Metro is liable under the relevant customer contracts, such as damage resulting from service outages,
which is caused by the failure of CES to perform the contract services, provided that the liability of CES
under any additional customer contract that has not been approved by CES shall not exceed the nature
and scope of liability of CES under the Initial Customer Contracts.

CES, on behalf of Metro, is responsible for all billing, collection and metering services required for the
new DES. The fees collected shall be deposited with the Trustee under the terms of the Trust Indenture.

2.2.1.6 Additions or Improvements to Facility or Project

Metro may at any time request CES to develop and construct additions or improvements to the EGF or
the EDS. For preparing preliminary proposals in response to such requests, CES is to be reimbursed up
to $25,000 for each request made by Metro. Metro may pursue additions or improvements by a party
other than CES, but only after failing to reach agreement with CES following the procedures set forth in
the Contract.

Prior to acceptance of a proposal by Metro, Metro and CES must agree on a method of financing the
capital costs of any proposal, which may include the issuance of additional bonds on terms and
conditions similar to those set forth in the Management Contract. The Management Contract also
contains provisions that allow CES, at any time, to submit a proposal to Metro to develop and construct
additions or improvements to the Facility or the EDS either (i) at Metro's cost and expense or (ii) at CES's
sole cost and expense. No system expansion/improvement is intended to alter CES's obligations to
operate and maintain the EGF, including performing planned and unplanned maintenance, repairs and
replacements thereto, at CES's own cost and expense, of which obligations of CES are absolute and
unconditional and are not subject to approval by Metro.

As it relates to additions to the System by new potential energy customers, Metro has responsibility to
submit each proposed Additional Customer Contract to CES for review, comment and approval at least
15 days prior to the proposed date of execution and delivery of such Additional Customer Contract. CES
may comment on the Additional Customer Contract but shall approve the Additional Customer Contract
unless (i) the contract includes liabilities of a nature and scope that is materially greater than those in the
Initial System Customer Contracts, or (ii) the contract would result in a demand on the system greater
than the capacity of the DES to reliably serve. Failure by CES to either approve a proposed Additional
Customer Contract during such 15 day period or to deliver notice of non-approval specifying in
reasonable detail the reasons for non-approval shall be deemed to be an approval by CES of the
proposed Additional Customer Contract.

2.2.1.7 Security Instruments

In addition to the Guaranty Agreement discussed in Section 2.2.3 below, Metro has other instruments in
place to provide security for CES’'s payment obligations under the Management Contract. If the
Guarantor suffers a material decline in its credit standing (generally a credit standing unable to support an
investment grade credit rating), the Guarantor must provide either an escrow account or irrevocable letter
of credit in the amount of 50% of its remaining balance of liability of the Guarantor under the Guaranty
until either its credit rating is restored to investment grade or it provides to Metro an acceptable additional
Guarantor.

On or before the CCD, CES shall provide financial security for the performance of its obligations under
the Management Contract through a performance bond and labor and materials bonds (hereinafter
referred to as “Surety Bonds”) issued by a surety company meeting Metro’s acceptability criteria. The two
Surety Bonds shall be issued in the names of CES and Metro in the amount of the Fixed Construction
Price, and shall remain open until Acceptance.
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2.2.1.8 Other Miscellaneous Conditions

At all times during the term of the Management Contract, CES must obtain and maintain (or cause to be
obtained and maintained) the Required Insurance in accordance with the requirements of the Contract
and is responsible to pay all premiums for such insurance.

Metro will pay the Management Fee to CES during the continuance of any Uncontrollable Circumstance
only if service is provided, or if such Uncontrollable Circumstance is a failure to have Fuels at a time when
Metro is responsible for arranging for the supply thereof. It should be noted that, for purposes of the
Management Contract, a failure to provide service for less than seventy-two (72) hours is deemed
providing service. Furthermore, such payments of the Management Fee to CES will be adjusted to
account for any cost reductions achieved through CES mitigation measures, as well as for any cost
increases to which CES is entitled. If CES is able to provide service, but service is not provided because
an energy customer is unable to accept service, the Management Fee continues to be payable to CES.

To the extent that Uncontrollable Circumstances interfere with, delay or increase the cost of CES's
performing the Contract services, and CES has given notice within a reasonable time, CES may be
entitled to relief from its performance obligations, an increase in the Management Fee, or an extension of
schedule which properly reflects the interference with performance. However, the amount of the
increased cost, or the time lost as a result thereof, in each case shall be only to the minimum extent
forced on CES by the event, and CES shall perform all other Contract Services. The proceeds of any
Required Insurance available to meet any such increased cost, and the payment by CES of any
deductible, shall be applied to such purpose prior to any determination of cost increase payable by Metro.

Before proposing an adjustment in the Management Fee, CES is responsible for determining whether
any increased costs of operation and maintenance of the System resulting from an Uncontrollable
Circumstance can reasonably and prudently be reduced by the undertaking of a capital improvement.
However, Metro, in its sole discretion, determines whether such a capital improvement shall be
undertaken and advises CES of its decision. In no event is CES allowed to undertake such a capital
improvement except at the express written direction of Metro.

CES bears the net costs, after insurance proceeds are realized (if any), resulting from the occurrence of
an Uncontrollable Circumstance (other than Metro's failure to arrange for fuel supplies when it is
responsible for doing so) to the extent of the first 20% of such net costs up to an aggregate of $100,000
per Contract Year, but only if the causes or effects of such Uncontrollable Circumstance (other than
Metro's failure to arrange for fuels when it is responsible for doing so) would have been avoided by CES if
CES had acted the way a prudent person would act in operating and maintaining his own property.

2.2.2 Fuel Purchase Agreement between Metro and CES

Metro and CES have entered into a Fuel Purchase Contract (“Fuel Contract”). Under the Fuel Contract,
CES is responsible for facilitating the supply of the fuel and energy requirements of the DES through fuel
and energy procurement services. The term of the Fuel Contract is coterminous with the term of the
Management Contract unless specifically terminated for cause in accordance with the Fuel Contract.

CES is responsible for issuing a fuel procurement document to competitively solicit fuel supplies for the
EGF. CES is responsible for arranging for the supplies of the fuels for use at the EGF meeting 100
percent of the EGF requirements of both Primary Fuels (natural gas and electricity) and Back-up Fuel
(propane).

The payment to CES for their undertakings of the Fuel Contract are included in the Management Fees
due CES under the Management Contract. Additionally, the possession and title of all fuel delivered
under the Fuel Contract passes to Metro at the fuel delivery point. While CES is responsible for arranging
the purchase of the fuels, Metro assumes responsibility for payment for such fuels after CES has
reviewed and approved invoices for fuels tendered to CES under the provisions of the Fuel Contract.
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Regarding electricity supply, the Fuel Contract indicates that until such time, if ever, as the electricity is
deregulated in the State of Tennessee, CES must obtain electric power from Nashville Electric Service or
any successor at the applicable tariff rate for industrial users with comparable demand profiles to the
EGF. However, in the event of deregulation, CES will use good faith efforts to obtain electricity on terms
which reduce the cost therefor without increasing Facility operational risk or compromising reliability of
electricity supply to the EGF.

Regarding natural gas, the Fuel Contract states that CES will use reasonable efforts to obtain natural gas
at or below the price being charged by Nashville Gas Company at its industrial interruptible transport gas
tariff for short-term (less than one year) contracts. Regarding backup fuel, the Fuel Contract states that
CES shall obtain supplies on terms and at prices CES deems reasonable from time to time under the
circumstances.

2.2.3 Guaranty Agreement

Coincident with the execution of the Management Contract between CES and Metro, Constellation
Energy Group (“CEG” or “Guarantor”) executed a Guaranty Agreement for Metro. Constellation Energy
Group, as the Guarantor agreed to guarantee absolutely, presently and irrevocably each and all of the
payments to Metro by or on behalf of CES. The Guarantor specifically agreed that in the event of a
failure by CES to pay an obligation guaranteed by the Guaranty Agreement, Metro has the right to
proceed directly against the Guarantor. The Guaranty is absolute and unconditional and is in full force
and effect during the entirety of the Initial Term of the Management Contract, but not, without the
Guarantor’s agreement, during any Renewal Term.

The aggregate liability of the Guarantor is limited to $5.0 million during the Development Period, $12.0
million during the Construction Period through the Acceptance Date, and $12.0 million during the first five
years of the Management Period, declining to $8.0 million for the next five years of the Management
Period, and to $4.0 million for the last five years of the Management Period. On or after he fifth
anniversary of the Service Commencement Date, the Guarantor shall have the right to substitute a
standby Letter of Credit in the stated amount of $8.0 million for the Guaranty, with a provision for
automatic renewal for a one-year term, unless 30 days prior to the upcoming expiration date written
notice of termination is delivered to Metro. The Letter of Credit will remain in force through the remaining
initial term of the Management Period. Metro is permitted to draw upon it in its entirety by sight draft upon
notice by the bank of non-renewal.

2.3 Transition Activities from Existing System to New DES
2.3.1 Overview

The location of the tie-in of the EGF with the EDS will be in the vicinity of Manhole M (existing), in the
existing NTTC parking lot (See Exhibit C-2). This location provides a suitable underground point near the
EGF, which minimizes capital cost and considers that the existing plant will be demolished to facilitate the
re-vitalization effort in the area of NTTC. This location also provides a relatively straight run on current
Metro property. With the exception of the steam and chilled water distribution return lines running under
Gateway Boulevard, this route does not cross or interfere with any public roadways, which lowers the cost
associated with road closures, restricted hours of work and project coordination.

During the construction of the new chilled water and steam interconnection, CES will need to temporarily
relocate the existing underground NTTC electrical connection to keep NTTC in operation at the same
time. NES has agreed to a plan to accomplish this by constructing a temporary overhead connection of
its joint feeds to the NTTC plant. Because the service has redundant feeds into the plant, it can be
relocated with no interruption of service during the pipe laying construction process.
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2.3.2 Timeframe of Physical Work Associated with the Tie-In

Within the timeframe of start of construction and the beginning of equipment start-up and testing there is
a degree of flexibility for scheduling the necessary shutdowns to the chilled water system and the steam
and condensate system. It is expected that considering a 20-month +/- construction period, the tie-in is
planned to coincide with a chilled water shutdown over the course of a weekend during the winter months
and a steam and condensate shutdown over a weekend during the summer months.

For the steam line and condensate return tie-in, CES will bleed the system and a section of existing
condensate and steam piping will be removed to facilitate the installation of a tee in each line. An
isolation valve will be installed in the tee feeding the new distribution piping installed/to be installed from
the new EGF. Assuming that the distribution system valves will isolate, the steam system outage is
expected to be approximately 48 hours.

Similarly, for the chilled water system tie-in, a section of existing chilled water supply and return piping will
be removed to facilitate the installation of a tee in each line. An isolation valve will be installed in the tee
feeding the new distribution piping from the new EGF. The chilled water system outage is expected to be
approximately 72 hours.

GBB is of the opinion that the transition plan from the NTTC system to the new DES is reasonable and, if
conducted as presented, will provide a proper level of transitional activities.

2.3.3 Other Transition Activities

Prior to the start-up of the Project, CES is required to submit a transition plan to Metro for the seamless
transition from the NTTC operations to the new DES operations. The plan includes the following
elements.

Six months prior to turnover of control of the DES, CES will have completed a detailed set of startup and
testing procedures, and will have completed its site-specific safety program. Five months prior to turnover
of control of the DES, CES will post operations and maintenance job positions for NTTC personnel.
Following the NTTC internal job posting, CES will advertise locally. At that time, CES will also complete
the operating and maintenance manuals for the new EGF.

Four months prior to turnover of control of the DES, CES will post the remaining administration and
finance job opportunities for NTTC personnel, and will complete remaining procedures applicable to the
EDS and coordination with the EGF. Three months prior to turnover of control of the DES, CES will begin
hiring and training the new operating and maintenance employees, as well as ordering and receiving of
inventory, supplies, tools etc. Two months prior to turnover of control of the DES, all new CES operations
and maintenance employees will be on site as startup and commissioning begins. Utilizing the CES
communications plan, all parties internally and externally will be notified of upcoming activities, including
the anticipated date for official DES turnover.

One month prior to turnover of control of the DES, final commissioning of the new EGF begins, including
load testing, as the final underground pipe work is completed and all energy isolation valves between the
NTTC plant, the new EGF and the EDS are opened. Communication between the NTTC plant, Metro
personnel and the new EGF personnel is critical during this time frame. Operating transition procedures
for both plants will be implemented during this month.

When control of the DES is turned over to CES, CES will have total responsibility for the NTTC plant and
the new EGF plant, as well as the EDS. The NTTC plant will be in standby status for a minimum of thirty
days as back-up for the new facility until the commissioning plan is completed.
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2.4 CES Facility Performance Expectation, Guarantees, and Warranties
2.4.1 Introduction

The highest estimated NTTC output for 1999 and 2000 was 17,900 tons for cooling and 169,000 pounds
per hour (PPH) for send-out steam during the heating season. CES based the technical design upon the
peak loads.

Chilled Water:
CES will install 8 duplex compressor chillers with a total installed capacity of 20,800 Tons.

Estimated Peak Current System Load: 17,900 tons

Plant Design: 8 duplex chillers (2,600 tons per unit)
1,300 tons per compressor with independent refrigerant circuits
20,800 tons installed capacity
18,200 tons capacity to serve customers (with one chiller off-line)

Steam:

Estimated Peak Current System Load: 170,000 PPH
Plant Design: 4 boilers (65,000 PPH per boiler)
260,000 PPH installed capacity
195,000 PPH available capacity (with one boiler off-line)
175,500 PPH capacity to serve customers (assumes 10% used for de-aerator make-up,
boiler blowdown and minor system losses)

2.4.2 System Performance Guarantees

CES has agreed to meet several key Performance Guarantees on a continuous basis during the term of
the Management Contract.

2.4.2.1 Availability Guaranty

CES guarantees that except to the extent excused by Uncontrollable Circumstances the Facility will
operate in accordance with the terms of the Management Contract, at all times during the Management
Period, 24 hours per day seven days per week. The only permitted exceptions are for Metro approved
scheduled maintenance periods.

2.4.2.2 Steam Mass Flow Rate and Quality Guaranty

At the Facility. CES guarantees that, except to the extent excused by Uncontrollable Circumstances, or
during periods of scheduled outages approved by Metro, at all times during the Management Contract,
the Facility will be capable of producing steam at the Facility at a capacity of 221,000 PPH at the main
header of the boilers, 150.0 psig, saturated, nominal condition.

At All Delivery Points on the EDS. CES guarantees that except to the extent excused by Uncontrollable
Circumstances, or during periods of scheduled outages approved by Metro, at all times during the
Management Contract the Facility will be capable of producing steam at the Delivery Points at a capacity
of 136,000 PPH, 150.0 psig, saturated, nhominal condition.

2.4.2.3 Chilled Water Guaranty

At the Facility. CES guarantees that except to the extent excused by Uncontrollable Circumstances, or
during periods of scheduled outages approved by Metro, at all times during the Management Contract the
Facility will be capable of producing and delivering to the EDS chilled water at the Facility at a
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temperature of 43.3°F nominal and in a capacity of 17,680 Tons, measured in accordance with ARI
standards at a plant 14.0°F _T.

At All Delivery Points on the EDS. CES guarantees that except to the extent excused by Uncontrollable
Circumstances, or during periods of scheduled outages approved by Metro, at all times during the
Management Contract the Facility will be capable of producing chilled water at the Delivery Points at a
temperature of 43.3°F and in a capacity of 17,503.2 Tons, measured in accordance with ARI standards,
at a plant 10.C°F _T.

2.4.2.4 Fuel and Utility Usage Efficiency Guaranty

CES guarantees that the Facility will generate Steam and Chilled Water using fuels and utilities set forth
below in quantities no greater than the amounts set forth below, based on actual energy sold.

1. Guaranteed Maximum Quantities ("Qg")
For Steam Service For Chilled Water Service
Electricity 6.0 kwh/k-Ib sold 1.055 kwh/ton-hr
Natural Gas decatherm/ k-lb sold (Note 1) N/A
Propane decatherm/k-lb sold (Note 2) N/A
Water gal/k-Ib sold (Note 3) 5.25 gal/ton-hr (Note 4)
2. Reference Price Indicator, Series or Tariff ("Pg")

a. Electricity: per Applicable NES Schedule "GSC" (Note 5)
b. Natural Gas: Nashville Gas Rate #4 (Note 6)
c. Propane: Spot Market

Notes:

1. 70% efficiency (HHV Basis), steam ait at 150 psig, saturated, to fuel in with 60%
condensate return at 180 deg-F minimum.

2. 70% efficiency (HHV Basis), steam out at 150 psig, saturated, to fuel in with 60%
condensate return at 180 deg-F minimum.

3. (100% Plant steam output in Ibs. less the percentage condensate return in Ibs. to the
plant) x 1.15.

4, Condenser water only; chilled water excluded.

5. Riders and credits as applicable.

6. Alternate: Rate No. 7F.

2.4.3 Performance Monitoring

CES will provide Metro and energy customers with monthly reports about chilled water use, as well as
electric, gas, and steam use. The State of Tennessee has a right to audit these reports.

GBB is of the opinion that the steam and chilled water design parameters for the EGF and CES’s
performance guarantees will provide an acceptable Project as described herein and that CES will be able
to meet the needs of the current energy customers as described later in this Report. However, the
specific CES hourly steam production guarantee of 221,000 PPH contained in the Management Contract
(as presented in Section 2.4.2.2 of this Report) cannot be met by CES at all times since, with one of the
four steam boilers down, only 195,000 PPH of steam can be produced. Due to the variable nature of the
energy customers’ peak hourly steam demands (as described further in the last paragraph of Section
2.9.2 of this Report), a reduced generating capacity, with any one of the four boilers out of service, should
not impact the EGF’s ability to meet current energy customers’ demands. Scheduled maintenance on the
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units will be conducted when total loads do not require all four units to be online, and NTTC'’s reported
historical peak steam load has been 170,000 PPH to date.

2.5

Facility Acceptance and Acceptance Test

Acceptance Tests must demonstrate that the Contractor’'s work, when integrated with the remaining
components of the DES, function as intended and meet the Performance Guarantees of the Management
Contract. CES must demonstrate continuous operation of the improved DES in compliance with the
Management Contract, including all Governmental Approvals, for 10 days of continuous operation during
the Acceptance Test period as a prerequisite for Acceptance.

Testing shall be performed by CES, to achieve Acceptance Standards in the following general categories:

Steam and chilled water temperature and pressure tests;
Equipment performance tests;

NPDES permit compliance test;

Ambient Noise;

Alternate fuel operation;

Emissions tests;

Reliability test;

Hi-pot cable testing for medium voltage cables;
Insulation resistance test on conductors of feeder circuits 600V and below;
10. Transformer testing for power distribution transformers;
11. Switch gear operation testing;

12. Lighting and emergency lighting systems; and

13. Fire alarm system, security system.

©WoNoOOk~WNE

The standards are set forth in the Management Contract, and CES is required to submit an

Acceptance Test report to Metro setting forth the results of all tests to demonstrate compliance
with all contract requirements. Key provisions of the major tests that must be met are as follows:
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Steam and chilled water temperature and pressure tests: Temperature and pressure tests shall
be performed to demonstrate that the steam and chilled water produced by the Facility meet the
guarantees at all points throughout the EDS. Acceptance Standards for the steam system is the
continuous demonstration of the ability to control steam pressures at the Customer delivery point
at a pressure of 150 psig. The Acceptance Standard for the chilled water system is the
continuous delivery of chilled water at a temperature not to exceed 42° F throughout the range of
customer demands.

Equipment performance tests: Prior to the start of the Acceptance Testing period, each
mechanical unit shall be operated for a period of not less than eight hours under peak design
conditions. The Acceptance Testing period shall not begin prior to CES's certification that all
equipment is operating properly.

NPDES permit compliance test: The permit compliance test shall be performed for a 30-day
period to demonstrate that the System can meet the NPDES Permit effluent limitations.

Ambient noise: Ambient noise measurements shall be made to verify that the Construction Work
does not increase background noise levels above applicable noise criteria.

Alternate fuel option: CES will complete a functional test to demonstrate that the Facility meets
the performance guarantees while being powered by CES's alternate fuel option (i.e., propane).
Such tests shall be at least 4 hours in continuous duration, followed by demonstration of
successful switch back to primary fuel operation. During this test, the Facility shall continue to
meet all steam and chilled water system delivery requirements.
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Emissions tests: source (stack): Demonstrate air emissions compliance with the final permits
through source testing for the Facility at each of the operating conditions required by applicable
permit requirements.

Reliability test: Prior to the initiation of Acceptance Tests, CES shall demonstrate the continuous
delivery of steam and chilled water output during a continuous 100 hour period.

2.6 Planned Operation of the Facility

The CES President, Vice President of Engineering and Vice President of Business Development will
provide the review and final approval of the construction, operation and marketing plans.

Meeting the timing requirements of the Development Period will be the responsibility of the Development
Manager who will direct the organization from the start of the contract through the transition to operations
including the permitting and construction phases as well as commissioning of the new EGF.

Prior to EGF start-up, the General Manager will be dedicated to NTTC and begin the transition to the
Operation Period. During the Operation Period, the General Manager will be responsible for running the
new DES. The General Manager will be responsible for the day -to-day business activities and developing
a long- term strategy for growing the business.

The staffing and operational plans for both the Development Period and the Operation Period are similar
to Comfort Links successful operation in Baltimore (See Section 3.1).

The General Manager has ultimate responsibility for all aspects of the project. In this position, the
individual reports directly to the Constellation corporate office.

The Operations and Maintenance staff will consist of 24 employees including the Operations Manager.
This department is responsible for the operation and maintenance of the District Energy System in a
manner consistent with our goal of being a safe, reliable and efficient provider of energy and energy
related services. This department will provide these services 24 hours a day and 365 days a year,
therefore requiring around the clock operations.

Required employees will operate and maintain the DES on a scheduled four-person rotating shift
schedule. This schedule allows 24-hour, 7-day-a-week coverage. Other employees will rotate between a
Monday through Friday daylight and evening schedule.

The Stationary Engineers are responsible to the Plant Supervisor for the proper operation of all
equipment, ensuring the safety of others through the lockout / tagout program, water quality treatment
and testing, responding to customer inquiries, performing preventive maintenance within the plant as
assigned by the CMMS workstation and/or shift duty sheet and facility housekeeping.

The maintenance staff is responsible to the Maintenance Supervisor for the preventive maintenance (as
directed by the CMMS program) and corrective maintenance on the plant, the distribution system and to
the point of delivery within the customers building.

Commencing on the Scheduled Service Commencement Date, CES will operate and maintain the EGF
and the EDS (including the tunnels) on a 24-hour per day, 7-day per week basis. CES is responsible for
training the service manager, operations supervisors and other necessary staff to perform the services
under the Management Contract. CES will maintain the DES in accordance with the Contract Standards,
including Prudent Utility Practice, Applicable Law, Performance Guarantees and certain insurance listing
in the Contract. Additionally, all scheduled maintenance shall be done in a way that requires the minimum
reduction or cessation of energy delivery senices consistent with Prudent Utility Practices.
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Key responsibilities of CES during operations will include the following:
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Customer connections: Installing (to the extent not already existing), operating and maintaining
the metering and interconnections of Customers with the EDS.

EDS system interconnections: Installing and hydraulically and thermally balancing the EDS
system, including any extension or modifications required to connect the EDS to the Facility.
Computerized maintenance management system: Maintaining all maintenance records in
accordance with the Computerized Maintenance Management System (CMMS) guidelines.
Scheduled outages: Scheduled maintenance, which is required to be performed with the EDS out
of service (cold outage), will be limited to two such events per calendar year, and a maximum
service interruption of 12 hours each, for steam and chilled water, respectively and be performed
on such weekend or holiday off-peak time selected to minimize customer impacts.

Contractor capital repair and capital replacement: CES will be responsible for making all repairs
and replacements, including major maintenance, repairs and replacements, and upgrading or
replacing obsolete equipment, machinery, facilities, structures and improvements constituting the
EGF and the EDS (including the tunnel system housing portions of the EDS and direct buried
piping systems).

Procedures to assure sufficiency of contractor maintenance, repair and replacement work. CES
will develop and maintain a comprehensive, computerized maintenance management system to
plan and manage predictive and preventive maintenance and equipment inventories.

Utilities and fuel: CES will arrange for all other utilities to the EGF and while the Fuel Purchase
Contract is in effect, for fuels supplies for the EGF.

Contractor _emergency response CES will immediately respond to all EGF and EDS
emergencies (no later than two hours during nights, weekends or holidays), according to its
contingency plan, emergency response plan and safety plan so as to abate any inconvenience to
the public or Customers.

Billing, collection and metering: On behalf of Metro, CES will perform and be responsible for all
billing, collection and metering services, installing and maintaining all meters and calibrate them
to the level of accuracy specified in the Management Contract and perform all meter reading and
billing services on a monthly basis.

Customer _service: CES will maintain a qualified customer service representative to respond to
guestions and complaints on a 24 hour per day, 7 days per week basis.

Performance of Customer Contracts: CES will perform all actions in order to perform the
obligations of Metro under the energy customer contracts.

Water loss: CES will have the right of access to customer premises for determining whether any
abnormal leakage of steam, steam condensation and/or chilled water is occurring from the
customer piping system within the customer's premises.

Service interruptions: CES will be responsible to (i) notify all Customers as soon as it is aware of
the interruption, (ii) use all reasonable efforts to minimize the duration of such interruption, (iii) try
to schedule any intentional interruption during a period of low energy usage or demands, and
(iv) pay any amounts Metro becomes obligated to pay customers in respect thereof in accordance
with the terms of the energy customer contracts.

Monthly report: CES will provide an operating report describing the operations during the
immediately preceding month including CES's responses to deficiencies or issues raised by
Metro.

Annual report: CES will provide an annual report to Metro containing: (i) an assessment of the
condition of the System, (ii) details of modifications made to the System, (iii) analysis of the
efficacy of all repairs, replacements and upgrades made during the applicable Contract Year,
(iv) a summary of information provided in the monthly reports submitted during the applicable
Contract Year, (v) a summary of environmental, safety and regulatory compliance, (vi) an outline
and assessment of outstanding issues and any recommendations to Metro for changes to
operations, (vii) projections for the following year's rates, (viii) plans for fuel procurement,
(ix) review of revenues charged and rebates made in the past year, (x) plans for new energy
customers and (xi) a summary of the operating budget.
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Records: CES will maintain documentation for all charges against Metro, the State and other
energy customers under the Management Contract and Metro's energy contract with the State.
Financial statements will be prepared in accordance with generally accepted accounting
principles.

2.7 Estimated Life of Facility

Service life is the time value in years for the expected life of a specific component. Life expectancy is
highly variable due to the particular application involved, maintenance and repair practices, operating
conditions, and technical advancements. Some American Society of Heating, Refrigeration and Air-
conditioning Engineers (ASHRAE) service life listings for selected major mechanical and electrical
components are as follows:

1. Steam boilers 30 years
2. Centrifugal chillers 23 years
3. Cooling towers 20 years
4. Electric transformers 30 years

For the new EGF, the life of major components should exceed the values shown above due to several
key factors. Included among these is the seasonal duty cycle involved, which allows ample time for
thorough maintenance procedures as well as limited hours of operation. Natural gas and propane
(backup) are the boiler fuels used, both of which are clean burning with minimal impact on boiler surfaces.
Also, the boilers operate under less severe conditions since they deliver saturated steam instead of
superheated steam. Because of these conditions, it is GBB’s conclusion that expected life of major
components used in the new EGF should exceed 30 years.

In regard to distribution piping, the service life of piping in tunnels or culverts is extensive with proper
design, installation, and maintenance. Maintaining dry conditions in the tunnel or culvert and proper water
treatment are the important factors involved. For direct buried steam and/or chilled water piping, proper
design and installation is critical to long life, with corrosion protection being a particularly important factor.
Examples of aged steam and chilled water businesses with original steam and/or chilled water piping still
in service abound throughout the district energy industry. For example, the 100-year-old steam system in
Milwaukee has much of its original steam piping still in service (about 5,000 feet) and there are no plans
to replace it.

For the EDS, it is GBB'’s opinion that the service life for the new direct buried piping should be at least 40
to 50 years and for piping in culverts or tunnels 50 to 60 years. Based on the inspections of the existing
piping in tunnels and the examination of maintenance records, it is estimated that there is about 30 years
of life remaining. It is more difficult to estimate the useful life remaining for the existing direct buried
piping, because only limited maintenance records were available to draw any conclusions. However,
based on the inspection of the records and the lack of any existing problems, we conclude that this
system was properly installed with proper corrosion protection. It is GBB’s opinion that, with some
selective replacement, existing direct buried piping has about 30 years of remaining useful life.

2.8 Fuel Supply Analysis
2.8.1 Introduction

The costs of electricity and natural gas will be major components to the overall cost of operations for the
new DES. In order to provide information about the anticipated long-term trends in the availability and
general cost of electricity and natural gas on a national basis, long-term forecasts developed annually by
the U.S. Energy Information Administration (“EIA") were reviewed. Each year, the EIA releases an annual
long-term outlook for various energy sectors, including the electricity and natural gas markets. A review
of the EIA Annual Energy Outlook 2002 report (2002 EIA Outlook) released December 2001 and covering
the years 2000 through 2020, was conducted. The next scheduled release of this document is December
2002.
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2.8.2 Electricity
2.8.2.1 Projected U.S. Electricity Market Data - Availability

Based on the 2002 EIA Outlook forecasts, a number of key trends were identified for the US electricity
market related to use and sales of electricity and generation capacity.

Regarding electricity sales and usage projections, projected annual growth is slightly lower than has
historically been observed. The demand for electricity has typically been related to economic growth.
Whereas, historically, annual growth in the demand for electricity has outstripped the annual rate of
economic growth (as represented by the Gross Domestic Product, or “GDP"), the forecast of electricity
demand, however, is projected to increase from approximately 3,324 billion kilowatthours in 2000 to
approximately 4,916 billion kilowatthours in 2020, an average annual rate of approximately 1.8%, while
the GDP is projected to grow at about 3.0% per year. This is due largely to the continuing saturation of
electric appliances, the availability and adoption of more efficient equipment and efficiency standards.
The EIA acknowledges, however, that changing consumer markets could mitigate the slowing of
electricity demand growth reflected in the long-term projections through, for example, new uses of
electricity due to new appliances, products and technologies. Furthermore, EIA projections show that the
continued growth in the electricity demand is anticipated in all sectors (residential, commercial and
industrial).

According to EIA estimates, retirements of existing facilities and rising demand are expected to require
new capacity over the projection period. Specifically, approximately 355 gigawatts of new generating
capacity (excluding cogenerators) is expected to be required to meet growing demand and replacement
of retiring units.  Before building new capacity, electricity generators are anticipated to use other options
to meet demand growth, such as maintenance of existing plants, power imports from Canada and Mexico
and purchases from cogenerators. Given the new requirements of 355 gigawatts, however, new facilities
are expected to be required. Of this new capacity, approximately 88% is projected to be combined-cycle
or combustion turbine technology, including distributed generation capacity fueled by natural gas.
Approximately 31 gigawatts of new capacity is projected to be generated by coal-fired facilities between
2000 and 2020. Renewable technologies (primarily wind, geothermal, and municipal solid waste units)
are anticipated to account for about 3% of new generation capacity, while about 5% of new capacity
should come from distributed generation capacity and less than 1% of fuel cell capacity. Oil-fired steam
plants are expected to account for very little of the new capacity through 2020.

Thus, as observed historically, coal-fired power plants are expected to remain the key source of electricity
through 2020. However, given the concerns about the environmental impact of coal plants, their relatively
long construction lead times and the availability of affordable natural gas as an alternative, EIA predicts
that it is unlikely that many new coal plants will be build before 2005. Natural-gas-fired generation is
expected to show the largest increase over time, from about 16% of total generation in 2000 to about
32% in 2020. As a result, natural gas is expected to surpass nuclear power to become the second
largest source of electricity in the U.S. by 2004.

Total estimated electric generation capability (peak load) is expected to increase from about 753.6
gigawatts (net summer demand) in 2000 to about 1,369.8 gigawatts in 2020, an average annual
compound growth rate of about 3% per year. Thus, as can be seen, the total generation capability (peak
load) is anticipated to be increasing at a higher rate than sales, and it is projected that the capacity
available will be adequate to meet the consumption needs during the projection period.

2.8.2.2 Projected U.S. Electricity Market Data — Prices
The 2002 EIA Outlook also provided forecast information for the price of electricity for different sectors
through 2020. In addition, further breakdowns of prices were provided for both geographic regions and

class of end-user. Tennessee falls within the East South Central Region for EIA purposes. In addition,
the market segment reviewed was for the industrial end-user. Based on constant 2000 dollars, the
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projected electricity prices for the industrial customers is projected to decrease slightly at a rate of
approximately 0.2% per year. This incremental change does not reflect any adjustment for the estimated
rate of inflation. The overall average electricity prices for all users in the East South Central Region is
estimated to decrease at an average annual rate of about 0.3%. As discussed in further detail later in this
Report, electricity unit prices were projected based on the existing Nashville Electric Service rate
schedules and adjusted for an average annual inflation rate of 3% per year.

2.8.3 Natural Gas
2.8.3.1 Historical U.S. Natural Gas Market Data

In order to provide some historical context for the natural gas market for the projections utilized herein, a
review of data provided by the EIA was examined. These data, from 1996 though 2001 showed that
production (the gross withdraws) had increased from 24,114 billion ft* to 24,703 billion ft°, respectively, an
average annual compound growth rate of approximately 0.5% per year. Net imports to the US increased
by an average annual rate of approximately 6% per year during this same period. Consumptlon on the
other hand, was relatlvely steady during the period, ranging from a low of 21,277 billion ft> in 1998 to a
high of 22,547 billion f® in 2000. Thus, while demand during the period was relatively stable, available
supply was increasing. Wellhead pnces for natural gas fluctuated widely during the period, from an
average annual low of $1.96/1,000 ft* to a high d $4. 12/1 000 ft* in 2001. Average wellhead prices
through May 2002 have been approximately $2.51/1,000 f®. Delivered natural gas prices for industrial
customers, while more stable during the years 1996 through 1999 (ranging from $3.10 in 1999 to $3.59 in
1997), also experienced unusually high prices in 2000 and 2001. The annual average for 2001 was
approximately $4.85/1,000 . The average dellvered natural gas price for the industrial sector through
May 2002 has been approximately $3.55/1,000 f>.  Thus, although the natural gas market has
experienced variability in recent years, the prices appear to be stabilizing somewhat at lower rates than
those seen in the 2000-2001 timeframe.

2.8.3.2 Projected U.S. Natural Gas Market Data - Availability

As with electricity, the 2002 EIA Outlook was reviewed in order to have some understanding of the long-
term future of the U.S. natural gas market.

Based on the 2002 EIA Outlook forecasts, production of natural gas is expected to increase over the
forecast period due in large part to a growing number of new production wells. In addition to increased
production, the 2002 EIA Outlook also projects high levels of natural gas reserves due to the expected
increase in exploratory and developmental drilling resulting from increasing natural gas prices. Reserves
also reflect assumed productivity gains due to technological improvements, as well. Total production is
anticipated to grow from 19.66 trillion ft* in 2002 to approximately 28.59 trillion ft* in 2020. This equates
to an annual average compound growth rate of approximately 2.1% per year. Much of this increase in
production is due to a growing number of new wells and technological advances.

Finally, net imports to the US of natural gas are also expected to grow during the projection period, from
approximately 3.74 trillion f* in 2002 to 5.51 trillion ft* in 2020. This is an average annual compound
growth rate of approximately 2.2% per year, Thus, total supply is projected to increase from 23.41 trillion
f* in 2002 to approximately 34.10 trillion f> in 2020, an average annual compound growth rate of about
2.11% per year.

In order to examine the ability of natural gas pipeline infrastructure to accommodate projected supply and
demand, a review of the capacity utilization of pipeline transmission infrastructure entering the East South
Central region as well as the pipeline distribution infrastructure located within the East South Central
region was conducted. Capacity utilization is determined by dividing projected annual pipeline volume
throughput by the design capacity of the pipeline.

Based on EIA forecasts, the capacity utilization of pipeline transmission infrastructure entering the East
South Central region is estimated to be approximately 0.67, or 67%, in 2002. This is projected to
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increase to about 0.88, or 88%, in 2020. This represents an annual average compound growth rate in
utilization of about 1.5% per year. Even with this increased utilization in 2020, the system entering the
East South Central region is still projected to have 12% excess capacity.

The capacity utilization of the pipeline distribution infrastructure located within the East South Central
region is estimated to be about 0.69, or 69%, in 2002 and 0.77, or 77%, in 2020. This represents an
average annual compound growth rate of about 0.61% per year. Thus, the pipeline capacity within the
East South Central region is projected to have about 23% excess capacity available in 2020.

Regarding consumption of natural gas, the 2002 EIA Outlook anticipates increased consumption in all
sectors (electricity generators — excluding cogenerators, residential, commercial, industrial and
transportation). In particular, electricity generators (excluding cogenerators) are anticipated to account for
approximately 55% of the total consumption growth through 2020 as most new electric generation
facilities are expected to be fueled by natural gas. Total consumption is projected to be approximately
23.89 trillion ft* in 2002 and about 33.78 trillion ft> in 2020.

Thus, as can be seen, both the total supply of natural gas and the capacity (or ability) of pipeline
infrastructure are anticipated to be adequate to meet the consumption needs during the projection period.
It should be noted that the total natural gas demand for the DES in 2005 is estimated to be only
approximately 494,725,000 Ft® (based on expected levels of usage of natural gas) of the total US
consumption projected in 2005 of about 25.5 Trillion Ft®. Thus, the impact on the overall natural gas
market of the requirements of the DES system is quite small.

It should be noted that the EGF will be interconnecting to the Nashville Gas distribution system for natural
gas supply. The location of the EGF in relation to the distribution system is such that there is little
likelihood of interruption since the location is on the higher-pressure end of the distribution system.

2.8.3.3 Projected U.S. Natural Gas Market Data — Prices

The 2002 EIA Outlook also provided forecast information for the price of natural gas through 2020.
Further breakdowns of prices were provided for both geographic regions and class of end-user. In
addition, the market segment reviewed was for the industrial end-user.

In reviewing natural gas prices, the first step in estimating the final delivered cost to the DES was to
project the estimated wellhead price for natural gas in FY 2004. This was accomplished by using the
Henry Hub natural gas prices for futures during this period. However, this does not incorporate the
estimated transportation costs for delivering the natural gas to the plant nor does it reflect the additional
costs paid to the local marketer of the gas or applicable taxes. Based on current contracts for purchasing
natural gas at the existing NTTC facility, it is estimated that these components (transportation, marketing,
and taxes) add approximately 15% to the wellhead price in order to arrive at the final end-user delivered
natural gas price. The adjustment for these additional cost components and for the estimated wellhead
price for FY 2004 resulted in an adjusted end-user delivered natural gas price of approximately
$4.29/1,000 ft* for FY 2004 for an industrial user. For FY 2005 and beyond, the final delivered natural
gas prices for this industrial customer were estimated by adjusting the prior year’s estimated natural gas
price for both the incremental change in the nominal EIA price and an estimated inflation factor of 3% in
order to project prices in each future year which would reflect both inflationary and non-inflationary market
factors. For years subsequent to 2020, annual natural gas prices thereafter are projected to increase at a
constant rate equal to the projected total adjustment in FY 2020 for the change in nominal prices and for
inflation.

Thus, as can be seen on Table C-2, the forecast of delivered natural gas price anticipated to be paid by
the DES and reflected in the projected operating results developed later in this Report are estimated to
increase from approximately $4.53 in FY 2005 to approximately $8.57 in FY 2020. The 2002 EIA Outlook
attributes increasing natural gas prices to (1) rising demand for natural gas; (2) the progression of the
discovery process from larger, shallower and more profitable fields to smaller, deeper and less profitable
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fields; and (3) increasing production from higher cost sources such as unconventional natural gas (tight
sands, shale and coalbed methane).

Table C-2 - Projected Annual Natural Gas Delivered Prices for Industrial Sector, FY 2005 - FY 2020
National and East South Central Region, $/1,000 Cubic Feet - Nominal and Adjusted Prices

Future EIA Projections,

Unadjusted Adjusted Projected Delivered Natural Gas Prices
Constant 2000 Nominal Prior
Prices (1) Year's Adjustment Current Year
Adjusted for % Projected
East South Projected Change in Adjustments Delivered

Fiscal Central Region Gas Nominal for Gas Prices
Year National 2) Prices (3) Prices (4) Inflation (5) (6)
2005 $3.39 $3.18 $4.29 (3) 2.58% 3.00% $4.53
2006 $3.42 $3.20 $4.53 0.63% 3.00% $4.70
2007 $3.44 $3.23 $4.70 0.94% 3.00% $4.88
2008 $3.50 $3.30 $4.88 2.17% 3.00% $5.14
2009 $3.53 $3.34 $5.14 1.21% 3.00% $5.36
2010 $3.57 $3.39 $5.36 1.50% 3.00% $5.60
2011 $3.63 $3.48 $5.60 2.65% 3.00% $5.92
2012 $3.68 $3.52 $5.92 1.15% 3.00% $6.17
2013 $3.73 $3.55 $6.17 0.85% 3.00% $6.41
2014 $3.75 $3.58 $6.41 0.85% 3.00% $6.66
2015 $3.79 $3.61 $6.66 0.84% 3.00% $6.92
2016 $3.82 $3.63 $6.92 0.55% 3.00% $7.16
2017 $3.86 $3.69 $7.16 1.65% 3.00% $7.50
2018 $3.91 $3.74 $7.50 1.36% 3.00% $7.83
2019 $3.95 $3.80 $7.83 1.60% 3.00% $8.19
2020 $4.01 $3.86 $8.19 1.58% 3.00% $8.57

(1) Amounts shown are the forecasted nominal prices (constant 2000 $/1000 Cubic Feet) for delivered natural gas to
industrial customers per the EIA Annual Energy Outlook 2002. As such, annual differences in prices are due to
non-inflation related market influences.

(2) Tennessee is listed as part of the East South Central region by the Energy Information Administration.

(3) Adjusted FY 2004 delivered natural gas price was estimated in order to reflect current market conditions for
wellhead prices per futures in FY 2004 with additional adjustments made to include local marketing, transportation
costs and taxes for the Nashville area and inflation.

(4) Adjustments for annual changes in EIA nominal prices made in order to produce a forecast trendline which
incorporates the non-inflationary related market forces.

(5) Adjustments for an assumed inflation rate of 3% per year.
(6) Adjusted projected delivered prices for natural gas in then current year dollars reflect both changes in forecast
nominal prices, local market conditions and inflation. For projections beyond FY 2020, a constant annual

adjustment equal to the change in nominal prices and adjustment for inflation as reflected for FY 2020 is
assumed.
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2.8.4 Propane Gas Availability

In order to purchase natural gas for boiler fuel use on an advantageous, interruptible basis, it is necessary
to have a secondary fuel included for the EGF. Propane has been selected as the secondary fuel for the
boilers in the EGF. The selection of propane was based on several factors. First, EGF stack height
requirements were lowest using propane, and, secondly, it is readily available on the local market.
Propane would only be used in the event of natural gas supply interruption. As mentioned earlier, CES is
responsible for facilitating fuel procurement for the EGF and will make the necessary arrangements, both
supply and pricing, to have supplier(s) available in the eventuality propane supply is required. There are
several local propane suppliers in the Greater Nashville region that CES can call upon to truck deliver
propane to the EGF.

2.9 Energy Customers
2.9.1 General

Most of the energy and energy-related sales of the district energy system, for both the existing system
and the Project, is sold pursuant to long-term contracts between Metro and system customers. As energy
customers are changed or added over time, new and amended contracts will be executed. Currently, the
NTTC system has contracts covering 38 buildings. When the new DES comes on line, it will have, at a
minimum, new long-term contracts for 34 of those buildings — known as Initial System Customers or ISC'’s
— and at least one additional building, bringing the new total to 35 buildings, as described below. Three of
the current customers, now known as Holdover Customers, did not execute new long-term contracts, and
the new DES will need to serve those buildings until their existing contracts with NTTC expire, or they
elect to terminate. One such Holdover Customer, Washington Square, has indicated no need for service
as of spring 2003. Metro and CES are actively soliciting new customers 