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10:12 AM

07/16/02
Accrual Basis

Volunteer Energy Services, Inc.

Profit & Loss
May through December 2001
__ May-DecOl |
Ordinary Income/Expense
Income
Commodity Swap 196,487.00
Salas 1.430,496.67
Transportation Charges 4,562.61
Total income 1,631,538.28
Cost of Goods Sold
Commissions 1,500.00
Financlal Swap 24477785
Fuel Purchasa 1,217,930.86
Fuel Purchase Management Fee 18,078.45
Mater Installation 16,603.56
Poaling Fee 612.03
Trangmission Cost 8,035.09
Transportation 4,380.05
Total COGS 1,510,927.59
Gross Profit 120,808.59
Expense
Advertising 262,50
Bank Service Chargas ¥1.85
Equipmant Rental 1,363.26
Insurance
Dental Insurance 1,995.73
Health Insurance 8,306.45
Liabillty Insurance 350.00
Work Comp 632.51
Total Insurance 11,284.68
Licenses and Permits 616.57
Miscellanaous 535.06
Office Expoanse 2,550.47
Office Supplles 3.870.08
Payroll Expanses
FICA Expeanse 7,966.95
FUTA Expensa 223.03
Ohlo Unempioyment 971.95
Payroll Expenses - Other _ 120.54
Total Payroll Expenses 0,303.37
Postage and Delivery 2,051.83
Printing and Reproduction 1,106.15
Professional Fees
Accounting 11,760.00
Legal Fees 5,000.00
Outside Services . 28,639.80
Total Protessional Fees 45,399.80
Rent 5,043.12
Telephone 3.904.04
Travel & Ent
Meals 22514
Travel 1,554.66
Total Travel & Ent 1,770.80
Utilities
Gas and Electric 491,34
Water- 1278
Total Utilities 504.12
Wages
Officor Wages 57,602.25
Staff Wages 46,711.64
Total Wages 104,403.89

CONFIDENTIAL

029




10:12 AM

G67/16/02
Accrual Basis

Volunteer Energy Services, Inc.

Profit & Loss
May thraugh December 2001
. May-Decl
Total Expense ~ 194,620.@
Net Ordinary Income -74,012.01
Net Income -74,012.01

CONFIDENTIAL



2:36 PM

0115102
Accrual Basis

Volunteer Energy Services, Inc.

Balance Sheet
As of Dacember 31, 2001

ASSETS
Current Assets
Checking/Savings
Fifth Third Bank

Tatal Chacking/Savings

Accounts Receivable
Accounts Recelvable

Total Aceounts Recelvable

Other Current Assets
Inventory - Banked Gas

TYotal Other Current Assets

Total Current Assets

Fixed Assets
Fixed Assots
Computer Equipment
Furniture & Equipment

Total Fixed Assets

Total Fixed Assats

Other Assets
Sacurity Deposit

Total Other Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Liabliities
Current Lisbilities
Accounts Payable
Atcounts Payabla

Total Accounts Payable

Other Current Liabilities

Accrued Sales Tax Payable

Payroll Liabilitles
Accrued Federal Withheiding
Accrued FICA Withholding
Accrued FUTA
Accruad Local Withholding
Accrued Madicare Withholding
Accrued QOhig Unemployment
Accrued Ohio Withholding

Total Payrell Llabilities
Total Othar Current Liabllities

Total Current Liabilities

Long Term Liabilitios
Lean Payable - Micor, Inc.

Total Long Term Liablitles

Total Liabilities

Dac 31, 01

5,550.95
5,559.95

785,506.96
795,506.96

20,22780
20.227.80

821,294.51

6,089.42
4,507.40

10,50682

10,596.82
1,088.44
1,08844

832,979.77

858,99017
8566,990.17

6,08370

2,85948
225304
2870
1,463.67
526,88
25200
78216

8,184.02

14.217.72

871,207.89

40,00000
40,000.00

911,207.8%

CONFIDENTIAL
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2:36 PM

01/15/02
Accrual Basis

Balance Sheet

Volunteer Energy Services, Inc. mNHDENﬂAL

As of December 31, 2001

Equity
MNet Income

Total Equity

TOTAL LIABILITIES & EQUITY

Dec 31,

-78,22812
-78,22812

83297977

032




EXHIBIT C-3
(UNDER SEAL)
CONFIDENTIAL




5:44 PM
05/30/02
Accrual Basls

Volunteer Energy Services, Inc.

Profit & Loss

May 1 - 30, 2002

Ordinary Income/Expense
Income
Commission income
Commeodity Swap
Feas
Program Administratlon Fee

Total Fees

Rebilling Charges
Sales
Transportation Charges

Total Ingcome

Cost of Goods Sold
Commissions
Fuel Purchase
Fuel Purchase Management Fes
Pooling Fae
Transmisslon Cost
‘Transportation

Total COGS

Gross Profit

Expense
Dues and Subscriptions
Equlpment Renial
Offlce Expense
Payroll Expenses
FICA Expense
FUTA Expanse
Ohlo Unemployment
Payroli Expensas - Other

Total Payroll Expenses

Postage and Dellvery

Professional Foes
Accounting
Qutside Sarvices

Total Professional Feas

Rant

Telephone

Travel & Ent
Mealg
Travel

Total Travel! & Ent

Utllitles
Gas and Electric

Total Utllities

Wages
Officer Wages
Staff Wages

Total Wages
Total Expanse

Nat Ordinary Income

Other Incoma/Expense
Other Incoma
Other Income

Total Other Income

May 1 - 30, 02

4,004.18

)
1,130.47

1,133.47

11,508.43
704,013,914
6,460,66

T2T 47633

8,308.10
595,730.14
8,508.55
501.74
1,120.72
48,052.79

660,220.14

87.256.19

32.05
385.95
2538.12

1,663.91
0.00
0.00

131.69

1,825.60
71.00

2,240.00

40,000.00

42.240.00
2,176.88
1,363.74

471.50
487.20
958.70

192.70
192.70

9,230.76

12,411.56

22,142.32

74,107.98

5,851.77

79.60

79.60

035



5\:447PM | Volunteer Energy Services, Inc. mNF lDE“T w _

05/30/02 Profit & Loss
Accrual Basis May 1 - 30, 2002
May 1 -30, 02
Net Other Income 7060
Net Income ' -6,772.17
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¥

5:43PM Volunteer Energy Services, Inc.

05/30{02 Balance Sheet
Accrual Basls As of May 30, 2002
May 30, 02
ASSETS
Current Assets
Checking/3avings
Fifth Third Bank 99,826.23
Total Checkingl/Savings 99,826.23
Accounts Recelvahle
Accounts Recelvabla 1,288,206.69
Total Accounts Receivable 1,288.206.69
Other Current Assets
inventory - Banked Gas 18,337.93
Risk Book Contract Positions B52,081.00
Triggered Ravenue Positlon -483,453.00
Total Other Current Assets &87,965.93
Total Current Assets 1,475,908.85
Fixed Assets
Flxed Assets
Computer Equipment 9,065.958
Furniture & Equipment 8,912.76
Tota] Fixed Assets 17,978.74
Total Fixed Assets 17,978.74
Other Assets
Securlty Deposht 2,176.88
Total Other Asaets 2,176.88
TOTAL ASSETS 1,496,15447
LIABILITIES & EQUITY
Liahilitles
Current Llabilities
Accounts Payable
Accounts Payable 1.240,924.60
Total Accounts Payahle 1,240,924.60
Other Current Liabilities )
Accrued Sales Tax Payable 7.342.40
Payrofl Llabilities
Accrued Federal Withholding 3,076.41
Accrued FICA Withholding 3,308.98
Accrued FUTA 22395
Accrued Local Withhelding 937.63
Accrued Medicare Withholding 77382
Accrued Ohio Unemployment -205.18
Accrued Ohlo Withholding 1,005.52
Total Payroll Liabllitles 8,120.03
Total Othar Current Liabillties 16462.43
Total Current Liabilities 1,287.387.03
Long Term Liabilitles
Loan Payable - LepCorp of Ohio 20,000.00
Total Long Term Liabilities 20,000.00
Total Liabilities 1.277,387.03
Equity
Rotained Eamings -74.012.01
tet Income 29277945
Total Equity 218,767.44

CONFIDENTIAL
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5:43PM Volunteer Energy Services, Inc.
05730102 Balance Sheet NHDEHT ,AL

Accrual Basis As of May 30, 2002
May 30, 02
TOTAL L!ABILITIES & EQUITY 1,496,154 47
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CONFIDENTIAL

REVOLVING CREDIT LOAN AND SECURITY AGREEMENT

THIS REVOLVING CREDIT LOAN AND SECURITY AGREEMENT is dated as of
Tune 3, 2002 between VOLUNTEER. ENERGY SERVICES, INC., an Ohio corporation (the
“Company’”), and FIFTH THIRD BANK, an Ohio banking corporation (the “Bank™). The parties
hereto, intending to be legally bound, hereby agree as follows:

Section 1. Definitions.

1.1. Capitalized Terms. For the purposes of this Agreement, the following capitalized
terms shall have the following meanings:

“Account Debtor” means any Person who is obligated to the Company on an
Account, including the buyer or lessee of goods from the Company, the customer for whom
gervices have been rendered or goods furnished by the Company or the party with whom the
Company has contracted and the heirs, personal representatives, successors and assigns of such
Person.

“Accounts” and “Accounts Receivable” means and includes all of the Company's
presently existing and hereafter arising or acquired accounts, receivables and all present and
future rights of the Company to payment for goods sold or leased or for services rendered,
including, without limitation, those which are not evidenced by instruments or chattel paper, and
whether or not they have been earned by performance; proceeds of any letters of credit on which
the Company is named as beneficiary; contract rights; chattel paper; electronic chattel paper;
instruments; documents; insurance proceeds; and all such obligations whatsoever owing to the
Company including finance charges accruing with respect to any of the same, together with all
instruments and all documents of title representing any of the foregoing, all rights in any
merchandise or goods which any of the same may represent, and all right, title, security and
guaranties with respect to each of the foregoing, including, without limitation, any right of
stoppage in transit. ‘

“Affiliate” means, as to any Person, any other Person which directly or indirectly
controls, or is under common control with, or controlled by, such Person. As used in this
definition, “control” (including, with its correlative meanings, “controlled by” and “under
common, control with”) shall mean possession, directly or indirectly, of power to direct or cause
the direction of management or policies (whether through ownership of securities or partnership
or other ownership interests, by contract or otherwise), provided that, in any event, any Person
that owns directly or indirectly 5% or more of the securities having ordinary voting power for the
election of directors or other governing body of a corporation or warrants to purchase such
securities (whether or not currently exercisable) or 5% or more of the partnership or other
ownership interests of any other Person (other than as a limited partner of such other Person) will
be deemed to control such corporation or other Person. Notwithstanding the foregoing, (a) no
individual shall be deemed to be an Affiliate of a corporation solely by reason of his or her being
an officer or director of such corporation, (b) the Company and its Subsidiaries shall not be

COL276002.1
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CONFIDENTIAL

Affiliates of each other and (c) no Bank shall not be deemed to be an Affiliate of the Company or
any of its Subsidiaries.

“Agreement” means this Revolving Credit Loan and Security Agreement, as the
same may hereafter be amended from time to time.

“Bank” means Fifth Third Bank.

“Bankruptcy Code” means the United States Bankruptcy Code of 1978, as
amended from time to time, or any successor statute.

“Borrowing Base” means the Net Value of Eligible Accounts.

“Borrowing Base Certificate” means a certificate, in the form attached hereto,
signed by a duly authorized officer of the Company, that computes the Borrowing Base, together
with any memo of returns and credits, remittance report, schedule of Accounts, hedge sheet, and
such other supporting documents and materials which the Bank may reasonably require to be
delivered with such certificate.

“Business Day” means any day other than a day on which the Bank is not
authorized to be open for business or is required to be closed.

“Cash Equivalents” means: (a) marketable direct obligations issued or
unconditionally Guaranteed by the United States Government or issued by any agency or
instrumentality thereof and backed by the full faith and credit of the United States, in each case
maturing within 270 days from the date of acquisition thereof, (b) commercial paper maturing
within 270 days from the date of acquisition thereof and, at the time of acquisition, rated A-1 or
better by Moody's Investors Service, Inc.; (c) deposits maturing on demand or certificates of
deposit or bankers' acceptances maturing on demand or within 270 days from the date of
acquisition thereof issued by Fifth Third Bank or any other commercial bank orgenized under the
laws of the United States or any state thereof or the District of Columbia having a combined
capital, surplus and undivided profits of at least $250,000,000; and (d) repurchase obligations
issued by the Fifth Third Bank or any other bank described in clause (c) above with respect to
obligations described in clause (a) above. .

“Closing Date” means the date of this Agreement.

“Code” means the Internal Revenue Code of 1986 as amended from time to time,
Or any successor statute,

“Collateral” means and includes 21l Accounts, Inventory, goods, deposit accounts,
lettes-of-credit rights, commercial tort claims, General Intangibles, supporting obligations,
equipment, machinery, vehicles or furnishings of the Company, all property now or at any time
hereafter in any Bank’s possession (including claims and credit balances), and all other personal
property of the Company in which the Company at any time grants a Lien to the Bank purguant to
the Credit Documents or otherwise, whether now existing or hereafier acquired or arising,

COL 276002.1 '
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CONFIDENTIL

together with (a) all books, records, ledger cards and other property pertaining to any of the
foregoing, and any equipment on which any such items are stored or maintained and (b) all
products and proceeds of any of the foregoing, and all insurance proceeds related to any of the
foregoing, including, without limitation, any claims against third parties for loss or damage to or
destruction of any or all of the foregoing and any cash, negotiable instruments and other
instruments of money, chattel paper, security agreements or other documents excluding all real
estate or Investment(other than any Investment subject to the Control Agreements) owned by the
Company.

“Collateral Account” means one or more accounts opened and maintained by Fifth
Third Bank on behalf of the Company.

“Collateral Location” means each of the locations listed on the Coliateral
Locations Exhibit, and such other locations as may be established as such pursuant to Section
5.21 hereof.

“Company” means Volunteer Energy Services, Inc., an Ohio corporation.
“Control Agreements” is defined in Section 6.29.

*“Credit Documents” means, collectively, this Agreement, the Note, the Guaranty
and UCC-1 financing statements.

“Credit Extension” means a borrowing of a Loan hereunder.
“Credit Extension Date” means each date on which a Credit Extension is made.

. “Customer” means any Person who is obligated as an Account debtor or other
obligor on, under, or in connection with any Account.

“Debt” means, as to any Person, without duplication: (a) all obligations of such
Person for borrowed money or evidenced by bonds, debentures, notes or similar instruments;
(b) all obligations of such Person for the deferred purchase price of property or services
(including, without limitation, obligations under agreements not to compete) other than trade
accounts payable and accrued liabilities arising out of the ordinary course of business which are
not overdue by more than 90 days or which are being contested in good faith by appropriate
proceedings; (c) all capital lease obligations of such Person; (d) all obligations of others of the
kind described in clauses (a), (b) or {c) hereof secured by a Lien on any asset or revenues of such
Person or a Subsidiary of such Person, whether or not such obligation is assumed by snch Person
or the Subsidiary of such Person; (¢) all obligations of others of the kind described in clauses (a),
(b) or (c) hereof to the extent directly or indirectly Guaranteed by such Person or a Subsidiary of
such Person or in respect of which such Person or a Subsidiary of such Person is contingently or
otherwise liable; and (f) all obligations of such Person, contingent or otherwise, in respect of any
letters of credit, bankers' acceptances or similar instruments.

COL 276002.1 3
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CONFDENTIAL

“Defaulted Account” means an Account that a Customer has not satisfied in full
on or before the 90th day after the date an invoice is issued.

“Dollars” and “$” means dollars in lawful money of the United States of America.

“Eligible Account™ means each Account of the Company which, at the time of
determination, meets all the following qualifications: (a) the Company has lawful and absolute
title to such Account, subject only to the Lien of the Bank given by the Agreement; such Lien
constitutes a perfected Lien in the Account prior to the rights of any other Person and such
Account is not subject to any other Lien whatsoever; (b) the Company has the full unqualified
right to grant a Lien in such Account to the Bank as security and collateral for the Secured
Obligations; (c) the Account is evidenced by an invoice issued to the proper Customer and is not
evidenced by any instrument or chattel paper; (d) the Account arose from the sale of Inventory by
the Company in the ordinary course of business, which Inventory has been shipped or delivered
to the Customer under such Account; and such sale was an absolute sale and not on consignment,
approval or a sale-and-return basis; (¢) no notice of the bankruptcy, receivership, reorganization,
or insolvency of the Customer has been received by the Company; (f) the Account is a valid,
legally enforceable obligation of the Customer, and is not subject to any dispute, offset,
counterclaim, or other defense on the part of such Customer; (g) it is not a Defaulted Account,
(h) the terms of the Account require payment no more than 90 days from the date an invoice is
issued; (i) the Customer on the Account is not (1) the United States of America, or any
department, agency or instrumentality thereof (and, upon the receipt of notice from the Bank,
unless the Company and the Bank shall have fully complied with the Assignment of Claims Act
of 1940, as amended, or any other applicable law governing government Accounts, with respect
to such Account), (2) the Company, or any Affiliate, (3) located outside the United States or
Canada (including without limitation any foreign government), and, upon the receipt of notice
from the Bank, or (4) indebted to the Company in an amount, which when added to all other
amounts then owed to the Company by any affiliate of such Customer, exceeds 10% of the
amount of all then outstanding Eligible Accounts (unless the Customer is Energy Cooperative of
Ohio, Columbia Gas of Ohio or East Ohio Gas); (j) the amount the Company is indebted to the
Customer on the Account (or any affiliate of such Customer) for any goods provided or services
rendered to the Company has been deducted from the amount of the Account; (k) the Account is
not owing by any Customer with 50% or more of the value of its outstanding Accounts not
qualifying as Eligible Accounts; (1) the Account i an Account representing all or part of the sales
price of merchandise, insurance and service within the meaning of Section 3(c)(5) of the
Investment Company Act of 1940, as amended; and (m) the Account is denominated and payable
only in United States dotlars in the United States.

“Environmental Laws™ means any and all federal, state, local and foreign statutes,
laws, regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants,
franchises, licenses, agreements or governmental restrictions relating to the envirénment or the
release of any materials into the environment.

“ERISA” means the Employee Retirement Income Security Act of 1974, as
amended from time to time.

COL 2760021 : 4
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“ERISA Affiliate” means any corporation or trade or business which is a member
of the same controlled group (within the meaning of Section 414(b) of the Code) as the Company
or is under common control (within the meaning of Section 414(c)of the Code) with the
Company.

“Bvent of Default” has the meaning set forth in Section 7 hereof.

“GAAP” means generally accepted accounting principles applied on a basis
consistent with those which, in accordance with the last sentence of Section 1.2.1 hereof, are to
be used in making the calculations for purposes of determining compliance with the provisions of
this Agreement,

“General Intangibles™ has the meaning set foﬁh in the UCC.

“Government” means the government of the United States of America, the
government of any other nation, any political subdivision of the United States of America or any
other nation (including, without limitation, any state, territory, federal district, municipality or
political entity).

“Guarantee” means a guarantee, an endorsement, a contingent agreement to
purchase or to furnish funds for the payment or maintenance of, or otherwise to be or become
contingently liable under or with respect to, Debt, other obligations, net worth, working capital or
earnings of any Person, or a gnarantes of the payment of dividends or other distributions upon the
stock of any corporation, or an agreement to purchase, sell or lease (as lessee or legsor) property,
products, materials, supplies or services primarily for the purpose of enabling a debtor to make
payment of such debtor's obligations or an agreement to assure a creditor against loss, and
including, without limitation, causing a bank to open a letter of credit for the benefit of another
Person, but excluding endorsements for collection or deposit in the ordinary course of business.
The termns “Guarantee” and “Guaranteed” used as a verb shall have a correlative meaning.

“Guaranty” is defined in Section 4.1.2.
“Guarantor” means Richard A. Curnuite, Sr., an individnal.

“Interest Expense’” means, for any period, the sum, without duplication, of the
following for the Company (determined in accordance with GAAP): (a) the aggregate amount of
interest paid in cash or accrued as a liability on Debt during such period (including, without
limitation, imputed interest on capital lease obligations, but excluding (i) amortization of Debt
discount and expense, and (ii) any interest paid in kind, added to the principal amount of the
related Debt or otherwise capitalized during such period); plus (b) fees or commissions payable
during such period in respect of any letters of credit or similar instruments.

“Inventory” means all natural gas owned or acquired by the Company for resale in
the ordinary course of business, and all natural gas wherever located, to be furnished by the
Company under any contract or contract for service or held for sale or Lease, whether now owned
or hereafter acquired, and all documents of title or other documents representing the foregoing.

COL 276002.1 5
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“Investment” in any Person means: (a)the acquisition (whether for cash,
property, services or securities or otherwise) of capital stock, bonds, notes, debentures,
partnership or other ownership interests or other securities of such Person; and (b) any deposit
with, or advance, loan or other extension of credit to, such Person (other than any such advance,
loan or other extension of credit having a term not exceeding 90 days representing the purchase
price of Inventory or supplies purchased in the ordinary course of business) or Guarantee of, or
other contingent obligation with respect to, Debt or other liability of such Person and (without
duplication) any amount committed to be advanced, lent or extended to such Person.

“Letters of Credif” has the meaning set forth in Sectiont 3.1 hereof.

“Letter of Credit Documents” means, with respect to each Letier of Credit,
collectively, such Letter of Credit, any amendments, supplements and modifications thereto, any
documents delivered thereunder, any application therefor and any other agreements, instruments,
Guarantees or other documents (whether general in application or applicable only to such Letter
of Credit) governing or providing for the rights and obligations of any party obligated in respect
thereof or any collateral security for any of such obligations.

“Letter of Credit Liability” means, without duplication, at any time and in respect
of any Letter of Credit, the sum of (a) the undrawn face amount of such Letter of Credit plus (b)
the aggregate unpaid amount of all Reimbursement Obligations of the Company at the time due
and payable in respect of drawings made under such Letter of Credit.

“Letter of Credit Request” means a request by the Company, in substantially the
form of Exhibit 3.2 hereto, made under Section 3.2 hereof for the issuance of a Letier of Credit.

“Lien” mesans, with respect to any asset, any mortgage, lien, pledge, charge,
security interest or encumbrance of any kind in respect of such asset. For purposes of this
Agreement, a Person or any of its Subsidiaries shall be desmed to own subject to a Lien any asset
which it has acquired or holds subject to the interest of a vendor or lessor under any conditional
sale agreement, capital lease or other title retention agreement relating to such asset.

“Loans” means, collectively, the Revolving Credit Loans.

“Margin Stock™ means. securities which are “margin stock™ as defined in
Regulation U. ,

“Mafurity Date” means May 31, 2003.

“Multiemployer Plan” means a multiemployer plan defined as such in Section
3(37) of ERISA to which contributions have been made by the Company or any ERISA Affiliate
and which is covered by Title IV of ERISA.

“Net Proceeds™ means, with respect to any receipt of insurance proceeds, sale,
lease, assignment, transfer or other disposition of any asset or assets by the Company, the excess,
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if any, of: (a) the aggregate amount received in cash (including any cash received by way of
deferred payment pursuant to a note receivable, other non-cash consideration or otherwise, but
only as and when such cash is so received) in connection with such sale or other disposition, over
(b) the sum of (i) reasonable fees and out-of-pocket expenses incurred, and taxes paid (or
reasonably estimated to be payable), in connection therewith and (ii) contracmally required
repayments of Debt to the extent secured by a Lien on such asset or assets.

“Net Value of Eligible Accounts™ means 70% of the lower of the book value or
collectible value of Eligible Accounts as reflected in the Company's books in accordance with
GAAP, net of all credits, discounts and allowances (including all unissued credits in the form of
a competitive allowance or otherwise). '

“Net Worth” means, at any date of determination the aggregate amount of all
equity, partnership interests, common stock, preferred stock, additional paid-in capital, retained
eamings (or deficit) and Subordinated Debt.

“Note” means the Revolving Credit Note issued by the Company hereunder to the
Bank.

“PBGC” means the Pension Benefit Guaranty Corporation or any entity
succeeding to any or all of its functions under ERISA.

“Permitted Investments” means an Investment in or asset that (1) is used in the
ordinary course of business of the Company (such as working interests in gas wells or customers
from another gas marketer), in amounts that do not exceed $25,000 in the aggregate or (2) an
Investment that is existing on the date of this Agreement.

“Permitted Liens” means, coliectively, the Liens described in Section 6.6 hereof,

“Person” means any individual, corporation, partnership, association, trust or
other entity or organization, including a Government.

“Plan” means, at any time, an employee benefit or other plan established or
maintained by the Company or any ERISA Affiliate which is covered by Title IV of ERISA or
subject to funding standards under Section 412 of the Code other than a Multiemployer Plan.

‘“Post-Default Rate” means, in respect of any principal of any Loan or any other
amount payable by the Company under any Credit Document which is not paid when due
(whether at stated maturity, by acceleration or otherwise), a rate per annum during the period
from and including the due date to but excluding the date on which such amount is paid in full
equal to three fifty hundred (350) basis points above the Prime Rate as in effect from time to
time.

“Prime Rate” means the rate of interest publicly announced by the Fifth Third
Bank from time to time as its Prime Rate, which Prime Rate is not necessarily the best interest
rate offered by the Fifth Third Bank .
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“Regulations D, G, T, U and X” means, respectively, Regulations D, G, T, U and
X of the Board of Govemnors of the Federal Reserve System (or any successor), as amended from
time to time.

“Reimbursement Obligations™ means, at any time, the obligations of the Company
then outstanding, or which may thereafter arise in respect of Letters of Credit then outstanding, to
reimburse the amount paid by the Fifth Third Bank in respect of any drawing under a Letter of
Credit and to pay any other amounts (including, without limitation, interest) payable under or in
respect of the Letter of Credit Documents relating to such Letter of Credit.

“Revolving Credit Commitment” means the obligation of the Bank to make
Revolving Credit Loans up to an aggregate principal amount at any one time outstanding equal to
$400,000, as the same may be reduced hersunder from time to time.

“Revolving Credit Loan” has the meaning set forth in Section 2.1 hereof.
“Revolving Credit Note™ has the meaning set forth in Section 2.2 hereof.

“Secured Obligations” means (a) the principal of and interest on the Loans made
by the Bank to the Company, and all other amounts from time to time owing to the Bank (or such
other holder of any of the Secured Obligations from time to time} by the Company and (b) all
amounts from time to time owing to the Bank (or such other holder of any of the Secured
Obligations from time to time) by the Company hereunder.

“Senior Officer” means the President or Chief Financial Officer of the Company.

“Subordinated Debt” means all Debt owing by the Company to Persons other than
the Bank which meets all of the following specifications: (a) no principal payments are due or
payable with respect to such Debt prior to the Maturity Date; (b) such Debt is not payable on
demand and has a maturity date which is not prior to the Maturity Date; (c) such Debt if secured
is subordinate to the Lien of the Bank; (d) the agreements, instruments and documients creating
and evidencing such Debt provide that the holders of such Debt agree that such Debt, and any
renewals or extensions thereof, shall at all times and in all respects be subordinate and junior in
right of payment to the obligations of the Company under the Credit Documents; and (e) the
terms and conditions of the agreements, instruments and documents described in clause
(d) above, are satisfactory to the Bank in its sole discretion and have been approved by the Bank
in writing,

“Subsidiary” means, with respect to any Person, any corporation or other entity of
which at least a majority of the outstanding securities or other ownership interests having by the
terms thereof ordinary voting power to elect a majority of the board of directors or other Persons
performing similar functions of such corporation or other entity (irrespective of whether or not at
the time securities or other ownership interests of any other class or classes of such corporation
or entity shall have or might have voting power by reason of the happening of any contingency)
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is at the time directly or indirectly owned or controlled by such Person or one or more of its
Subsidiaries or by such Person and one or more of its Subsidiaries.

“Tangible Net Worth” means the Net Worth of the Company, minus all intangible
assets (as defined by GAAP).

“Total Liabilities” means all liabilities of the Company of a type which would be
classified as liabilities of an entity conducting a business the same as or similar to that of the
Company in accordance with GAAP. '

“UCC” means the Uniform Commercial Code as enacted in the State of Ohio.

1.2. Accounting Terms and Detenninations.

1.2.1. Except as otherwise expressly provided herein, all accounting terms used
herein shall be interpreted, and all financial statements and certificates and reports as to financial
matters required to be delivered to the Bank hereunder shall (unless otherwise disclosed to the
Bank in writing at the time of delivery thereof in the manner described in Section 1.2.2 hereof)
be prepared in accordance with generally accepted accounting principles applied on a basis
consistent with those used in the preparation of the latest financial statements furnished to the
Bank hereunder after the date hereof. All internally generated statements will not have footnotes
required by GAAP and will be subject to normal year-end adjustments, All calculations made for
the purposes of determining compliance with the provisions of this Agreement shall (except as
otherwise expressly provided herein) be made by application of generally accepted accounting
principles applied on a basis consistent with those used in the preparation of the financial
statements furnished to the Bank under Section 6.1 hereof (or, at any time prior to the delivery of
the initial financial statements thereunder consistent with those in effect on the date hereof).

1.2.2. The Company shall deliver to the Bank at the same time as the delivery of
any annual or monthly financial statements under Section 6.1 hereof a description in reasonable
detail of any material variation between the application of accounting principles employed in the
preparation of such statements and the application of accounting principles employed in the
preparation of the next preceding anmual or monthly financial statements and reasonsble
estimates of the difference between such statements arising as a consequence thereof.

1.2.3. Except as otherwise provided herein, if any changes in accounting
principles from those used in the preparation of the financial statements furnished to the Bank
under Section 6.1 hereof (or, at any time prior to the delivery of the initial financial statements
thereunder, generally accepted accounting principles in effect on the date hereof) are hereafter
required or permitted by the rules, regulations, pronouncements and opinions of the Financial
Accounting Standards Board or the American Institute of Certified Public Accountants (or
successors thereto or agencies with similar functions) and are adopted by the Company with the
agreement of its independent certified public accountants and such changes result in a change in
the method of calculation of any of the financial covenants, standards or terms in or relating to
Section 6 hereof or otherwise, the parties hereto agree to enter into discussions with a view to
amending such provisions so as to equitably reflect such changes with the desired result that the
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criteria for evaluating the financial condition of the Company shall be the same after such change
as if such change had not been made, provided that no change in such accounting principles
which would affect the method of calculation of any of such financial covenants, standards or
terms shall be given effect in such calculations until such provisions are amended, in a manner
satisfactory to the Bank, to so reflect such change in accounting principles.

1.3, General Terms.

1.3.1. Upon the occurrence of an Event of Default, and to the extent permitted by
law, the Bank shall have the right, in addition to all other rights and remedies available to them,
and regardless of the sufficiency of any of the Collateral or of the other rights and remedies so
available, to setoff against all of the Secured Obligations, whether matured or unmatured, afl
amounts owing to the Company by the Bank or any Affiliate of the Bank, whether or not then
due and payable, in 2 deposit account with a Bank or any Affiliate of a Bank and all other funds
or property of the Company on deposit with or otherwise held by or in the custody of 2 Bank or
any Affiliate of a Bank for the beneficial account of the Company, whether solely in the name of
or for the benefit of the Company or jointly in the name of or for the benefit of the Company and
any other Person, all without notice to or demand on the Company or any other Person, all such
notices and demands being hereby expressly waived. The Company hereby confirms a Bank's
right, after an Event of Default, of banker's lien or setoff and nothing herein is deemed to be a
watver or prohibition of the exercise by the Bank of such banker's lien or setoff.

1.3.2. The Company shall use the proceeds of the Loans for normal working
capital needs and for the issuance of Letters of Credit.

1.3.3. The Cofnpany shall maintain its primary deposit and primary operating
accounts with Fifth Third Bank or an Affiliate of Fifth Third Bank.

1.3.4. Except as otherwise herein expressly provided, the proceeds of any
collection, sale or other realization of all or any part of the Collateral pursuant hereto, and any
other cash at the time held by the Bank hereunder at any time applied by the Bank shall be
applied in the following order:

(a) first, to the payment of all costs and expenses of such collection, sale
or other realization, including the Bank’s reasonzble attorneys' fees and disbursements;

(b) then, to the payment in full of the Secured Obligations in accordance
with the amounts then due and owing; and

(c) then, to the extent any amounts shall remain unapplied after payment
in full of the Secured Obligations then due and payable, and after payment in full of the
foregoing any surplus remaining shall be paid to the Company or to whomsoever may be lawfully
entitled to receive the same. As used in this Section 1.3.4, “proceeds™ of any collection, sale or
other realization of all or any part of the Collateral shall mean cash, securities and other property
realized in respect of, and distributions in kind of, Collateral, including any thereof received
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under any reorganization, liquidation or adjustment of Debt of the Company or any issuer of or
obligor on any of the Collateral.

Section 2. Revolving Credit Commitment. For purpases of this Agreement, the Bank shall:

2.1. Revalving Credit Loans. During the period from and including the date hereof to
but excluding the Revolving Credit Termination Date, the Bank agrees, on the terms and
conditions set forth in this Agreement, to make one or more loans (“Revalving Credit Loans™) to
the Company in an aggregate principal amount at any one time outstanding up to but not .
exceeding the lesser of (a) the amount of the Revolving Credit Commitment as then in effect or
(b) the Borrowing Base. Subject to the terms of this Agreement, during such period, the
Company may borrow, repay and reborrow the amount of the Revolving Credit Commitment by
means of Revolving Credit Loans,

2.2. Revolving Credit Notes. The Revolving Credit Loans made by the Bank shall be
evidenced by a promissory note of the Company in substantially the form of Exhibit 2.2 hereto
(the “Revolving Credit Notes™), dated the date hereof, payable to the order of the Bank, in a
principal amount equal to the amount of the Revolving Credit Commitment as originally in effect
and otherwise duly completed. The date, amount, and interest rate of each Revolving Credit
Loan made by the Bank to the Company, and each payment made on account of the principal
thereof, shall be recorded by the Bank on its books and records, such recordation to constitute
evidence, in the absence of manifest error, of the amount of such Loans and payments.

2.3. Bomrowing Procedure. The Company shall give Bank notice not later than 10:00
a.m. on the date of each Revolving Loan, specifying:

2.3.1. The date of such Loan, which shail be a Business Day; and

2.3.2. The aggregate amount of the Revolving Credit Loan, which shall not be
less than the lesser of (a) $1,000 or (b) the total amount of availability remaining under the
Revolving Credit Commitment or the Borrowing Base.

The proceeds of each Revolving Credit Loan shall be deposited to the Company's genéral deposit
account with the Bank. The Bank shall not be obligated to make any disbursement or advance to
the Company during the continuance of an Event of Default.

2.4. Interest Rates.

2.4.1. Each Revolving Credit Loan shall bear interest on the outstanding principal
amount, for each day from the date such Loan is made until it becomes due, at a rate per annum
equal to the Prime Rate for such day plus one hundred fifty (150) basis points. Interest shall be
paid by the Company on the first Business Day of each month commencing July 1, 2002,

2.4.2, Notwithstanding the provisions of the preceding Section 2.4.1, all unpaid
principal of any Revolving Credit Loan shall bear interest after maturity (whether by acceleration

COL 276002.1 ' 11
5306722568



CONFIDENTIAL

or otherwise) at a rate per annum equal to the higher of (a) the rate in effect prior to such
maturity or (b) the Post-Default Rate.

2.4.3, Interest shall be calculated on the basis of a year of 360 days and paid for
the actual number of days elapsed (including the first day but excluding the last day).

2.4.4. As consideration for the Revolving Credit Loans hereby extended, the
Company shall pay the Bank a closing fee computed at the rate of one percent (1.0%) per annum
on the Revolving Credit Commitment, or $4,000, on the date this Agreement is executed.

2.5. Maturity of Loans. Each Revolving Credit Loan shall mature, and the principal
thereof shall be due and payable, on the Maturity Date.

2.6. Prepayments; Reborrowings.

2.6.1. The Company may at any time and from time to time prepay the Revolving
Credit Loans in whole or in part, without premium or penalty.

2.6.2. Subject to the terms and provisions of this Agreement and if an Event of
Default has not occurred hereunder, the Bank will reloan to the Company such amounts as have
been paid and applied on the principal balance of a Revolving Credit Loan prepaid pursuant to
this Section.

Termination or Reduction of Revolving Credit Commitment. The Company shall
have the right, upon not less than five Business Days' written notice to the Bank, to terminate the
Revolving Credit Commitment, or, from time to time, reduce the amount of the Revolving Credit
Commitment, provided that (a) any such reduction shall be accompanied by prepayment of the
one or more of the Revolving Credit Loans together with accrued interest on the amount so
prepaid to the date of such prepayment, to the extent, if any, that the sum of the aggregate amount
of the Revolving Credit Loans made hereunder then outstanding exceeds the amount of the
Revolving Credit Commitment as then reduced, and (b) any such termination of the Revolving
Credit Commitment shall be accompanied by prepayment in full of all of the Revolving Credit
Loans then outstanding hereunder, together with accrued interest thereon to the date of such
prepayment. Any such reduction shall be in the amount of $1,000 or & whole multiple thereof
and shall reduce permanently the amount of the Revolving Credit Commitment, respectlvely,
then in effect.

2.8. Payments. All payments (including prepayments) to be made by the Company on
account of principal and interest or otherwise, shall be made without setoff or counterclaim and
shall be made to the Bank at Fifth Third Bank's office located at the address set forth below the
signature of the Bank, in each case in immediately available Dollars. If any payment hereunder
becomes due and payable on a day other than a Business Day, the maturity thereof shall be
extended to the next succeeding Business Day and, with respect to payments of principal, interest
thereon shall be payable at the then applicable rate during such extension.
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3.1. Terms of Issuance. Subject to the terms and conditions herein contained, the
Revelving Credit Commitment may, in addition to the Revolving Credit Loans provided for in
Section 2 hereof, be utilized from and including the date hereof to but excluding the Maturity
Date, upon the request of the Company in the manner specified below, by the issnance by Fifth
Third Bank (as agent and on behalf of all the Bank as set forth in the Participation Agreement)
of, and Fifth Third Bank agrees to issue, standby or documentary letters of credit in such form,
containing such terms and supporting such transactions as shall be acceptabls to the Bank
(collectively, the “Letters of Credit™), denominated in Dollars, for the account of the Company;
provided that on the date of the issuance of any Letter of Credit and for each day thereafter when
a Letter of Credit is outstanding, after giving effect to such issuance, in no event shall (a) the sum
of the aggregate amount of Letter of Credit Liabilities plus the aggregate unpaid principal amount
of the Revolving Credit Loans exceed the lesser of (i) the Borrowing Base or (ii) the amount of
the Revolving Credit Commitment, and (b) the expiry date of any Letter of Credit extend beyond
the Maturity Date, ,

Section 3. T.etters of Credit.

_ 3.2. Procedures. The Company shall give Fifth Third Bank at least three Business
Days’ irrevocable prior notice (effective upon receipt) of each Letter of Credit Request
hereunder. Upon receipt of such a Letter of Credit Request (together with the related letter of
credit application, and such other certificates, opinions, documents, instruments and information
relating to such Letter of Credit as Fifth Third Bank may reasonably request), Fifth Third Bank
will process such letter of credit application in accordance with its customary procedures and,
subject to the fulfillment of the conditions precedent specified in Section 4.2 in respect of such
Letter of Credit, shall open such Letter of Credit on the issuance date specified in such Letter of
Credit Request by issuing and delivering the original of such Letter of Credit to the beneficiary
thereof (with a copy thereof to the Company). The Company hereby agrees to observe and
perform its covenants, duties and obligations under each letter of credit application delivered by
the Company under this Section 3.2. The provisions of the letter of credit application related to
any Letter of Credit are supplemental to, and not in derogation of, any rights and remedies of
Fifth Third Bank under this Section 3.2 and applicable law.

3.3. Use of Revolving Credit Commitment. On each day during the period
commencing with the issuance by Fifth Third Bank of any Letter of Credit and until such Letter

of Credit shall have expired or been terminated, the Revolving Credit Commitment shall be
deemed to be utilized for determining borrowing availability hereunder in an amount equal to the
Letter of Credit Liabilities with respect to such Letter of Credit.

3.4, Payment of Letters of Credit. Upon receipt from the beneficiary of a Letter of
Credit of any demand for payment under such Letter of Credit, Fifth Third Bank shall forthwith
notify the Company as to the identity of such beneficiary and the related Letter of Credit, the
amount to be paid as a result of such demand and the time by which the Company is to reimburse
Fifth Third Bank therefor. Forthwith upon its receipt of such notice, the Company shall advise
the Bank whether or not the Company intends to borrow hereunder to finance its obligation to
reimburse Fifth Third Bank for the amount of the related drawing and, if it does; submit a notice
of borrowing for a Revolving Credit Loan. The Company hereby agrees to reimburse the Bank
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for the amount of each drawing under any Letter of Credit immediately after, and in any event on
the date of, honoring such drawing, without presentment, demand, protest or other formalities of
any kind, in an amount equal to the amount of such drawing plus all other Reimbursement
Obligations with respect to such Letter of Credit, and otherwise in accordance with the letter of
credit application relating thereto. The Company agrees to pay interest on the amount so paid by
the Bank to the extent not reimbursed prior to 1:00 p.m. Columbus, Ohio time on the date of
such payment from and including the date paid to but excluding the date reimbursement is made,
as provided above, at a rate per annum equal to the Prime Rate plus 350 basis points. The
obligations of the Company under this Section to reimburse and pay the Bank with respect to
drawings under each Letter of Credit shall be absolute and unconditional under any and all
circumstances and irrespective of any setoff, counterclaim or defense to payment which the
Company may have or have had against the Bank, including, without limitation, any defense
based upon the failure of any drawing under a Letier of Credit to conform (o the terms of such
Letter of Credit; provided, however, that the Company shall not be obligated to reimburse the
Bank for any wrongful payment made by the Bank under a Letter of Credit as a result of acts or
omissions constituting gross negligence or willful misconduct on the part of the Bank.

3.5. Indemnity. Without limiting its other obligations hereunder, the Company hereby
indemnifies and holds harmless the Bank from and against any and all c¢laims and damages,
losses, liabilities, costs or expenses (including, without limitation, counsel fees and expenses
including, without limitation, such .fees and expenses incurred establishing the right to
indemnity) which the Bank may incur {or that may be claimed against the Bank by any Person
whatsoever) by reason of or in connection with the execution and delivery or transfer of or
payment or failure to pay under any Letter of Credit; provided, however, that the Company shall
not be required to indemnify the Bank for any claims, damages, losses, liabilities, costs or
expenses to the extent, but only to the extent, caused by the gross negligence or willful
misconduct of the Bank. Nothing in this Section 3.5 is intended to limit the other obligations of
the Company or the Bank under this Agreement. ‘

3.6.  Further Assurances. The Company hereby agrees, from time to time, to do and
perform any and all acts and to execute any and all further instruments reasonably requested by
the Bank more fully to effect the purposes of this Section 3 and the issuance of Letters of Credit
hereunder.

3.7.  Letter of Credit Fee. The Company shall pay to the Bank a non-refundable letter
of credit fee in respect of each Letter of Credit issued hereunder on the daily face amount thereof,
for the period from and including the date of issuance thereof to and including the earliest of the
date such Letter of Credit is drawn in firll, expires or is terminated, at a rate per annum equal to
(a) in the case of standby Letters of Credit, 1.75% per annum (but not less than $250) or (b) in
the case of documentary Letters of Credit, 1.75% per annum plus the Bank’s then-standard
issuance charges. Accrued letter of credit fees shall be payable 30 days after receipt of an invoice
from the Bank and on the carliest of the date such Letter of Credit is drawn in full, expires or is
terminated.
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4.1. Initia] Credit Extension. The obligation of the Bank to make their initial Credit
Extension hereunder is subject to each of the following conditions precedent (including, without
limitation, that each document to be received by the Bank shall be in form and substance
satisfactory to the Bank):

Section 4. Conditions Precedent.

4.1.1. The Bank shall have the Note duly completed, executed and delivered by
the Company.

4.1.2. The Bank shall have received the duly executed Unconditional Continuing
Guaranty of the Guarantor dated as of the date hereof (the “Guaranty™).

4.1.3. The Bank shall have received (2) certified copies of all corporate action
taken by the Company (including, without limitation, resolutions of the Board of Directors)
authorizing the making and performance of each of the Credit Documents to which it is a party
and authorizing the borrowings hereunder and (b) a certificate of the Company specifying the
Senior Officers (i) who are authorized to executs on its behalf the Credit Documents to which it
is a party and (ii) who will, until replaced by another officer duly authorized for that purpose, act
as its representative for the purposes of signing documents and giving notices and other
communications in connection therewith and the transactions contemplated thereby (and the
Bank may conclusively rely on such certificate until it receives notice in writing from the
Company to the contrary).

4.1.4. The Bank shall have received a closing fee of $4,000 and the Bank shall
have received a payment for all of the Bank’s out-of-pocket expenses in making these Loans,

4.1.5. The Bank shall have received copies of duly completed and executed UCC
f{inancing statements and/or statements of assignment and/or statements of amendment with
respect to the property covered hereby, all in proper form for filing in all jurisdictions in which
such filing is necessary or appropriate to establish, perfect, protect and preserve the rights, titles,
interests, remedies, powers, privileges and Liens of the Bank on such property.

4.1.6. The Company shall have delivered to the Bank (a) certificates of insurance
or other evidence from the Company's insurance company of companies or insurance broker
evidencing the existence of all insurance required to be maintained by the Company pursuant to
Section 6.4 hereof, such information as is specified in said Section 6.4 and (b) loss payable
endorsements of all insurance policies so maintained by the Company in favor of the Fifth Third
Bank for the benefit of the Bank, as their interest may appear. In addition, the Company shall
have delivered a certificate of a Senior Officer setting forth the msurance obtained by it in
accordance with the requirements of said Section 6.4 and stating that such insurance is in full
force and effect and that all premiums then due and payable thereon have been paid,

4.1,7. The Bank shall have received a certified copy of the Articles of
Incorporation of the Company and a good standing certificate from each Junsdlcuon in which the
Company is qualified to do business.

QOL 276062.1 15
53067/22568



CONFDENTIL

4.1.8. The Bank shall have received such other certificates (including a
Borrowing Base Certificate as of April 30, 2002 and a statement of Net Worth as at December
31, 2001), opinions, documents and instruments relating to the transactions contemplated hereby
as the Bank or counsel to the Bank may reasonably request.

4.2. Initial and Subsequent Credit Extensions. The obligation of the Bank to make each
Credit Extension to the Company (including, without limitation, the making of the initial Credit
Extension) is subject to the further conditions precedent that, both immediately prior to such
Credit Extension and after giving effect thereto:

4.2.1. no Event of Default shall have occurred and be continuing;

4.2.2. the representations and warranties made by the Company herein shall be
true and complete on and as of the date of the making of such Loans with the same force and
effect as if made on and as of such date (except to the extent such representations and warranties
expressly relate to an earlier date).

Each request for a Credit Extension by the Company hereunder shall constitute a certification by
the Company to the effect set forth in Sections 4.2.1 and 4.2.2 above (both as of the date of such
notice and, unless the Company otherwise notifies the Bank, as of the date of such Credit
Extension).

Section 5. Representations and Warranties, The Company represents and warrants to the
Bank:

5.1. Existence. The Company: (a)is a corporation duly organized and validity existing
under the laws of the jurisdiction of its formation; (b) has all requisite corporate power and has
all materjal governmental licenses, authorizations, consents and approvals necessary to own its
assets and carry on its business as now being or as proposed to be conducted; and (c) is qualified
to do business in all jurisdictions in which the nature of the business conducted by it makes such
qualification necessary and where failure so to qualify would have a material adverse effect on
the assets, prospects, business, operations, financial condition, liabilities or capitalization of the
Company, or on the ability of the Company to perform its obligations hereunder or under the
other Credit Documents. The Company has no Subsidiaries.

5.2. Financial Condition. The unandited balance sheet of the Company as at
December 31, 2001 and the nnandited statement of income of the Company for the four month
period ended April 30, 2002, heretofore firnished to the Bank, fairly present the financial
condition of the Company as at said date and the results of its operations for the period covered
thereby (subject to normal year-end audit adjustments which individually or in the aggregate
would not be material), all in accordance with practices consistent with past practice and in
accordance with the accounting principles described in the notes to said balance sheet. Since the
date of such balance sheet, there has been no material adverse change in the assets, prospects,
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business, operations, financial condition, liabilities or capitalization of the Company from that set
forth in said audited financial statement as at said date.

5.3. Litigation. There are no legal or arbitral proceedings or any proceedings by or
before any governmental or regulatory authority or agency now pending or {(to the knowledge of
the Company) threatened against the Company which, if adversely determined, is reasonably
likely to have a material adverse effect on the assets, prospects, business, operations, financial
condition, liabilities or eapitalization of the Company, or on the ability of the Company to
perform its obligations hereunder or under the other Credit Documents.

5.5. Corporate Action. The Company has all necessary corporate power and authority to
execute, deliver and perform its obligations under each of the Credit Documents to which it is a
party and the execution, delivery and performance thereof by the Company, and each of the
Credit Documents to which it is a party has been duly authorized by all necessary corporate
action on its part; and this Agreement has been duly and validity executed and delivered by the
Company and constitutes, and each of the Credit Documents to which the Company is a party
when executed and delivered by the Company will constitute the Company's legal, valid and
binding obligation, enforceable in accordance with its terms, except that the enforceability
thereof may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors' rights generally and by application of general principles of
equity (regardless of whether enforcement is considered in proceedings at law or in equity).

5.6. Margin Stock. The Company is not engaged principally, or as one of its important
activities, in the business of extending credit for the purpose, whether immediate, incidental or
ultimate, of buying or carrying Margin Stock and no part of the proceeds of any Credit Extension
hereunder will be used to buy or carry any Margin Stock. Neither the making of any of the Loans
or the proceeds thereof, will violate or be inconsistent with the pmwsmns of Regulation D, G, T,
UorX.

5.7. ERISA. The Company and the ERISA Affiliates have fulfilled their respective

obligations under the minimum fundmg standards of ERISA and the Code with respect to each

Plan, if any, and are in compliance in all material respects with the presently applicable

provisions of ERISA and the Code, and have not incurred any liability to the PBGC or any Plan
or Multiemployer Plan (other than an obligation to fund or make contributions to any such Plan
in accordance with its terms and in the ordinary course of business).

5.8. Taxes. The Company has filed all federal income tax returns and all other material
tax returns which are required to be filed by it and has paid and will pay all taxes due pursuant to
such returns or pursuant to any assessment received by the Company, except to the extent the
same may be contested as permitted by Section 6.6.3 hereof. The charges, accruals and reserves
on the books of the Company in respect of taxes and other governmental charges are, in the
opinion of the Company, adequate.

5.9. Investment Company Act. The Company is not an “investment company”, or a
company “controlled” by an “investment company”, within the meaning of the Investment
Company Act of 1940, as amended.

COL 276002.1 ' ‘ 17

- 53067/22568




CONFIDENTIAL

5.10. Public Utility Holding Company Act. The Company is not a “holding company”,
or an “affiliate” or a “holding company” or a “subsidiary company” or a “holding company”,
within the meaning of the Public Utility Holding Company Act of 1935, as amended.

5.11. Compliance with Laws. The Company is in compliance with, and has obtained all
permits, licenses and other authorizations which are required under all applicable federal, state
and local statutes, laws, regulations, ordinances, rules, judgments, orders, decrees, permits,
concessions, grants, franchises, licenses, agreements and other governmental restrictions, except
to the extent failure to so comply, or to obtain any such permit, license or authorization, would
not have a material adverse effect on (a) the business, operations or financial condition of the
Company or (b) on the ability of the Company to perform its obligations hereunder or under the
other Credit Documents or the rights or remedies of the Bank thereunder.

5.12. Disclosure.

5.12.1. No information, report, financial statement, exhibit, schedule or
disclosure letter furnished in writing by or on behalf of the Company to the Bank in connection
with the negotiation of this Agreement or other Credit Documents or included therein or
delivered thereto contains any untrue statement of material fact or omits or omitted to state any
material fact necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading. All written information furnished after the date hereof by the
Company to the Bank in connection with this Agreement and the transactions. contemplated
hereby will be true, complete and accurate in every material respect or based on reasonable
estimates on the date as of which such information is stated or certified. No fact is known to the
Company (other than matters of a general economic nature) which materially and adversely
affects the business, operations or financial condition of the Company.

5.12.2. The projections and financial information delivered by the Company to
the Bank prior to the date of this Agreement were based on good faith estimates and assumptions
believed by the Company to be reasonable at the time made and no fact is known by the
Company which would result in any material change in any such projections or in any estimate
reflected therein.

5.13. Assets of the Company. The Company has good and marketahle title in fee simple
to, or valid and subsisting leasehold interests in, all its real property, if any, and good title to all
its other property, free and clear of all Liens (other than Permitted Liens).

5.14. Material Agreements. The Company is not (a)a party to any agreement or
instrument or subject to any restriction which has or is likely to have a material adverse effect on
the assets, prospects, business, operations, financial condition, liabilities or capitalization of the
Company, or (b) in default under any agreement or instrument to which it is a party or by which
it is bound or to which it is subject in any manner which could have a material adverse effect on
the assets, prospects, business, operations, financial condition, liabilities or capitalization of the
Company, :
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5.15. Solvency. After giving effect to the transactions contemplated he'reb)if:

5.15.1. The fair salable value of the assets of the Company exceeds and will,
immediately following the making of each Credit Extension, exceed the amount which will be
required to be paid on or in respect of its existing Debts and other liabilities as they mature;

5.15.2. The Company neither has, nor will have, immediately following the
making of each Credit Extension, unreasonably small capital to carry out its business as
conducted or as proposed to be conducted; and

5.15.3. The Company does not intend to, nor believe that it will, incur Debts
beyond its ability to pay such Debts as they mature.

5.16. Labor Matters. The Company has not experienced any strike, labor dispute, slow
down or work stoppage due to labor disagreements which would have or is continuing to have a
material adverse effect on the assets, prospects, business, operations, finanecial condition,
liabilities or capitalization of the Company or on the ability of the Company to perform its
obligations hereunder and under the other Credit Documents or the enforceability of any of the
rights and remedies of the Bank thereunder. '

5.17. Bnvironmental Laws. The Company has obtained all permits, licenses and other
authorizations which are required under all Environmental Laws, except to the extent failure to
bave any such permit, license or authorization would not have a material adverse effect on the
assets, prospects, business, operations, financial condition, liabilities or capitalization of the
Company. The Company is in compliance with the terms and conditions of all such permits,
licenses and authorizations, and is also in compliance with all other limitations, restrictions,
conditions, standards, prohibitions, requirements, obligations, schedules and timetables contained
in any applicable Environmental Law or in any regulation, code, plan, order, decree, judgment,
injunction, notice or demand letter issued, entered, promulgated or approved thereunder, except
to the extent failure to comply would not have a material adverse effect on the assets, prospects,
business, operations, financial condition, liabilities or capitalization of the Company.

5.18. Copyrights, Permits and Trademarks. The Company owns, or has a valid license or
sub-license in, all domestic and foreign know-how licenses, inventions, technology, permits,
trademark registrations and applications, trademarks, trade names, trade secrets, service marks,
copyrights, product designs, applications, formulae, processes and the industrial property rights
(“proprietary rights™) used or necessary in the operation of its businesses in the manner in which
they are currently being conducted and which are material to the assets, prospects, business,
operatians, financial condition, liabilities or capitalization of the Company. The Company is not
aware of any existing or threatened infringement or misappropriation of any proprietary rights of .
others which is material to the assets, prospects, business, operations, financial condition,
liabilities or capitalization of the Company.

5.19. Security. As security for the full and timely payment of the Secured Obligations in
accordance with the terms hereof, from and after the initial Credit Extension Date, this
Agreement shall create in favor of the Bank a legal, valid, enforceable and (when the financing
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statements referred to in Section 4.1.5 hereof have been filed in the relevant offices) perfected
security interest in all right, title and interest of the Company in the Collateral subject to no other
Lien(other than Permitted Liens). '

5.20. Books and Records; Jurisdiction of Organization. All books and records of the
Company conceming the Collateral are accurate, complete and maintained in accordance with
GAAP. The Collateral Locations Exhibit correctly sets forth (2) the address of the chief
executive office and principal place of business of the Company, (b) any plant or division of the
Company maintaining a separate principal place of business, registered office or chief executive
office, (c) all other places of business of the Company (including all real estate owned or leased
by the Company) and (d) the jurisdiction of organization of the Company. The only original
books of account and records of the Company relating to any Accounts of the Company are, and
will continue to be, kept at the chief executive offices of the Company.

5.21. Records. The Company maintains, in written form, a master list of all Customers
of the Company (the “Master List”). The Master List contains the complete and accurate name
and address of each Customer, and lists the name of a Person affiliated with or employed by the
Customer who the Bank can contact concerning the Accounts of the Customer. If the Company
maintains computerized records of its Accounts, the Company shall keep the Master List on
computer tape or disk, in addition to the written version of the Master List. An updated Master
List shall be delivered to the Bank within ten business day after the Bank so requests. Each
Master List delivered to the Bank shall be accurate and complete as of the date of its delivery.

5.22. Tangible Assets. The Company shall keep and maintain its equipment, machinery
and other similar items (the “Tangible Assets™) in good operating condition and repair and shall
make all necessary replacements thereof so that the value and operating efficiency thereof shall at
all times be maintained and preserved. The Company shall, immediately on the Bank's demand,
deliver to the Bank any and all evidences of ownership of any. of the material Tangible Assets
(including, without limitation, certificates of title and applications for titls). The Bank may at all
times have access to, examine and inspect the material Tangible Assets. The Company shall not,
without the Bank's prior written consent, sell, lease, grant a security interest in or otherwise
dispose of or encumber any material Tangible Assets, other than pipelines or oil and gas drilling
equipment disposed of or encumbered in the ordinary course of business for fair market value.

5.23. (Capitalization. Schedule 5.23 attached hereto sets forth the number of shares of
capital stock of the Company which are authorized and the number of such shares which are
outstanding. Each outstanding share of capital stock is a common share and is duly authorized,
validly issued, fully paid and nonassessable. Set forth in Schedule 5.23 is a complete and
accurate list of all Persons who are record and beneficial owners of the capital stock of the
Company. All warrants, subscriptions, options, instruments and agreements under which any
shares of capital stock of the Company are or may be redeemed, retired, encumbered, bought,
sold or issued are deseribed in Schedule 5.23.

5.24. No Legal Bar. The execution, delivery and performance of this Agreement, the
Note and the other Documents, the extensions of credit hereunder and the use of the proceeds
thereof, do not and will not violate any law applicable to the Company or material contract of the
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Company, and do nat and will not result in, or require the creation or imposition of any Lien on
any of its properties or revenues pursuant to any law applicable to the Company or material
contract of the Company, other than the security interest and Lien created in favor of the Bank
pursuant hereto. Without limitation of the foregoing, if the Company is subject to regulation, or
asserted to be subject to regulation, by any Government, the execution, delivery and performance
of this Agreement and any other Credit Document have been duly authorized by necessary
proceedings or consents, and no provision of this Agreement or any other Credit Document shall
be impaired in performance or enforceability by reason of any current law or Government.

Section 6. Covenants. Until the later of (a) the Maturity Date or (b) the date the Revolving
Credit Commitment is in effect or (c) the date payment in full of the principal and interest on all
Loans has been made and all other amounts payable by the Company hereunder has occurred:

6.1. Financial Statements; Continuing Disclosure. The Company shall deliver to the
Bank:

6.1.1. as soon as available, and in any event within 30 days after the end of each
fiscal month, (a) a Borrowing Base Certificate and {b) an accounts receivable agmg schedule for
such fiscal month;

6.1.2. as soon as available and in any event within 120 days after the end of such
fiscal year, statements of income, retained eamnings and cash flows of the Company for such year
and the related balance sheet as at the end of such year, setting forth in each case in comparative
form the corresponding figures for the preceding fiscal year (if any), reviewed by an independent
certified public accountant acceptable to the Bank;

6.1.3. as soon as available, and in any event within 45 days after the end of each
fiscal month, unaudited statements of income of the Company for such fiscal morth and for the
period from the beginning of the respective fiscal year to the end of such fiscal month, end the
related balance sheet as at the end of such fiscal month, setting forth in each case in comparative
form the corresponding figures for the corresponding fiscal month in the preceding fiscal year (if

any),

6.1.4. promptly after the Company knows or has reason to know that any Event of
Default has occurred, a notice of such Event of Default describing the same in reasonable detail
and, together with such notice or as soon thereafter as possible, a description of the action taken
or proposed to be taken with respect thereto;

6.1.5. promptly after the occurrence thereof, notice of any strike, labor dispute,
slow down or work stoppage due to a material labor disagreement {or any material development
regarding any thereof) affecting the Company, describing the same in reasonable detail and
descnbmg the steps being taken to remedy the same;

6.1.6. promptly upon receipt thereof, a copy of each notice or other
communication from any governmental anthority with respect to those matters covered by
Section 5.17 hereof relating to the compliance by the Company with the Environmental Laws or
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the permits, licenses or authorizations referred to in said Section 5.17, a notice of such
circumstances describing the same in reasonable detail; and

6.1.7. from time to time such other information regarding (a) the business, affairs
or financial condition of the Company (including, without [imitation, any Plan or Multiemployer
Plan and any reports or other information required to be filed under ERISA), (b) compliance by
the Company with its obligations herein or in any other Credit Document and (c) such other
matters relating to the transactions contemplated hereby as the Bank may reasonably request.

The Company will furnish to the Bank, at the time it furnishes each set of financial statements
pursuant to Section 6.1.1 or 6.1.2, a Compliance Certificate, duly completed and executed by a
Senior Officer, to the effect that no Default has accutred and is continuing (or, if any Default has
occurred and is continuing, describing the same in reasonable detail and descnbmg the action
taken and proposed to be taken with respect thereto).

6.2. Litigation. The Company will promptly give the Bank notice of:

6.2.1. all lepal or arbitral proceedings, and of all proceedings by or before any
governmental or regulatory authority or agency, and any material development in respect of such
legal or other proceeding, affecting the Company, except proceedings which, if adversely
determined, would not have a material adverse effect on the assets, prospects, business,
operations, financial condition, liabilities or capitalization of the Company or on the ability of the
Company to perform its obligations hereunder or under any other Credit Documents or the
enforceability of the rights and remedies of the Bank thereunder; or

6.2.2. the issuance by any United States Federal or state court or any United
States Federal or state regulatory authority of any injunction, order or other restraint prohibiting,
or having the effect of prohibiting or delaying, the making of Credit Extensions, or the institution
of any litigation or similar proceedings seeking any such injunction, order or other restraint.

6.3. Existence, Etc. The Company will:

6.3.1. preserve and maintain its corporate existence and all of its material rights,
privileges and franchises (provided that nothing in this Section 6.3 shall prohibit any transaction
permitted under Section 6.5 hereof);

6.3.2. comply with the requirements of all applicable laws (including, without
limitation, Environmental Laws), rules, regulations and orders of governmental or regulatory
authorities if failure to comply with such requirements would materially and adversely affect the
assels, prospects, business, operations, financial condition, Liabilities or capitalization of the
Company, or the ability of the Company to perform its obligations hereunder or under the other
Credit Documents, or the enforceability of any of the rights or remedies of the Bank thereunder;

6.3.3. pay and discharge all taxes, assessments and governmental charges or
levies imposed on it or on its income or profits or on any of its property prior to the date on
which penalties attach thereto, except for any such tax, assessment, charge or levy the payment of
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which is being contested in good faith and by proper proceedmgs and against which adequate
reserves are being maintained;

6.3.4. maintain all of its properties used or useful in its business in good working
order and condition, ordinary wear and tear excepted; and

6.3.5. keep proper bocks of record and account in which full, true and correct
entries shall be made of all dealings and transactions in relation o its business and activities, and
permit representatives of the Bank, during normal business hours and upon reasonable prior
notice to the Company, to examine, copy and make extracts from its books and records, to
inspect its properties, and to discuss its business and affairs with its officers and independent
public accountants (and by this provision the Company anthorizes said accountants to discuss the
business and affairs of the Company with such representatives), all to the extent reasonably
requested by the Bank.

6.4. Insurance.

6.4.1. The Company will keep insured by financially sound and reputable insurers
all property of a character usually insured by entities engaged in the same or similar business
similarly situated against loss or damage of the kinds and in the amounts customarily insured
against by such entities and carry such other insurance as is usually carried by such entities,
provided that in any event the Company shall maintain:

(a) insurance against loss or damage covering all of the tangible real and
personal property and improvements of the Company, by reason of any Peril (as defined below)
in amounts (subject to such deductibles as shall be safisfactory to the Bank) as shall be
reasonable and customary.

(b) automobile liability insurance for bodily injury and property damage
in respect of all vehicles (whether owned, hired or rented by the Company) in such amounts as
are then customary for vehicles used in the business of the Company, in each case, naming Fifth
Third Bank as additional insured.

(c) comprehensive general liability insurance against claims for bodily
injury, death or property damage occurring on, in or about such properties and adjoining streets
and sidewalks, in such amounts as are then customary for property similar in use and location, in
each case, naming the Bank as additional insured. -

(d) workers' compensation insurance (including employers liability
insurance) to the extent required by applicable law.

(e) such other insurance in each case as generally carried by owners of
similar properties in the states in which such properties are located in such amounts and against
such risks as are then customary for property similar in use to the properties of the Company
located in such states.
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All insurance covering tangible property subject to a Lien in favor of the Bank granted pursuant
to this Agreement or under any agreement, instrument or document given as sequrity pursuant
hereto shall provide that, if there shall be existing an Event of Default, and a loss ensues, the full
amount of insurance proceeds with respect thereto shall be payable to the Bank as secured parties
or otherwise as its interests may appear, to be applied in accordance with Section 1.3.4 hereof,
and shall (i) further provide for at least 30 days prior written notice fo the Bank of the
cancellation or substantial modification thereof, (ii) provide that, in respect of the interests of the -
Company and the Bank in such insurance, such insurance shall not be invalidated by any such
action or inaction of the Company or any other Person, (iii) insure the Bank's interest regardless
of any violation by the Company or any other Person of any warranties, declarations or
conditions contained in such insurance and (iv) provide that the Bank shall have the right (but not
the obligation) to cure any default by the Company under such insurance.

For purposes hereof, the term “Peril” shall mean, collectively, fire, lightning, flood,
windstorm, hail, explosion, riot and civil commotion, vandalism and malicious mischief, damage
from aircraft, vehicles and smoke and all other perils covered by the “all-risk” endorsement thf:n
in effect in any jurisdiction where any property of the Company is located.

6.42. On the initial Credit Extension Date the Company will deliver to the Bank
certificates of insurance preapproved by the Bank evidencing the existence of all insurance
required to be maintained by the Company hereunder and showing that such insurance will be in
effect for a period of 12 months from the date hereof, subject only to the payment of premiums as
they become due. Thereafler, not later than 15 Business Days prior to the termination or expiry
date of any such insurance, the Company shall deliver to the Bank certificates of insurance
evidencing that such insurance has been renewed, subject only to the payment of premiums as
they become due. If, in the opinion of the Company, any of the insurance which it is required to
maintain pursuant to this Section 6.4 is not available on commercially reasonable terms, the
Company shall so notify the Bank and, with the consent of the Bank, may elect not to purchase
such insurance.

6.5. Prohibition of Fundamental Changes.

6.5.1, The Company will not enter into any transaction of merger or consolidation
or amalgamation, or liquidate, wind up or dissolve itself (or suffer any liquidation or dissolution),
unless the Company shall be the continuing or surviving entity.

6.5.2. The Company will not acquire any business or assets from, or capital stock
or other ownership interests of, or be party to any acquisition of, any Person except for
(a) purchases by the Company of Inventory and other assets to be sold or used in the ordinary
course of business, and (b) Investments permitted under Section 6.8 hereof.

6.5.3. The Company will not sell, lease, assign, transfer or otherwise dispose of
any of its property, business or assets (including without limitation, Accounts and Ieaschold
interests), whether now owned or hereafter acquired, except: |
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(a) the disposition of obsolete or worn-out property, tools or equipment no
longer used or useful in the Company's business; |

(b) the sale of Inventory by the Company in the ordinary course of
business; and

(c) subject to Section 6.10, the disposition of Investments,
6.6. Limitation on Liens. The Company will not create, incur, assume or suffer to exist,

any Lien upon any of its property, assets or revenues (including, without limitation, the property
covered hereby), whether now owned or hereafter acquired, except:

6.6.1. Liens created hereby;

6.6.2. Liens existing on the date hereof and listed on Schedule 6.6 hereto,
provided that no such Lien shall be extended to cover any additional property or additional Debt
and that the amount of Debt secured thereby is not increased;

6.6.3. Liens for taxes, assessments or charges imposed on it or any of its property
by any governmental authority not yet due or which are being contested in good faith and by
appropriate proceedings if adequate reserves with respect thereto are maintained an the books of
the Company, in accordance with GAAP or Liens for such taxes, assessments or charges which
are otherwise permitted under Section 6.3.3 hereof;

6.6.4. statutory Liens of carriers, warehousemen, mechanics, materialmen,
repaitmen, or other like Liens arising in the ordinary course of business, which are not overdue
for 2 period of more than 30 days or which are being contested in good faith and by appropriate
proceedings; :

6.6.5. pledges or deposits required in connection with workers' compensation,
unemployment insurance and other social security legislation;

6.6.6. Liens (other than any Lien imposed by ERISA) incurred on deposits to
secure the performance of tenders, bids, trade contracts (other than for borrowed money), leases,
statutory obligations, surety and appeal bonds, performance bonds and returm-of-money bonds
and other obligations of a like nature incurred in the ordinary course of business;

6.6.7. easements, rights-of-way, restrictions and other similar encumbrances
incurred in the ordinary course of business, and encumbrances consisting of zoning restrictions,
easements, licenses, restrictions on the use of property or minor imperfections in title thereto,
which, in the aggregate, are not material in amount, and which do not in any case materially
detract from the value of the property subject thereto or interfere with the ordinary conduct of the
businiess of the Company; ,

6.6.8. Liens in favor of customs and revenue authorities arising as a matter of law
and to secure payment of customs duties in connection with the importation of goods;
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6.6.9. Liens securing obligations of the Company (i)in respect of goods
purchased for resale in the ordinary course of business as long as no UCC financing statements
are filed concerning such goods or (ii) under true consignment arrangements in which the
Company is the consignee, pursuant to which UCC financing statements may be filed;

6.6.10. Liens of landlords or mortgagees of landlords on fixtures and movable
property located on premises leased in the ordinary course of business, provided that the rental
payments secured thereby are not yet due;

6.6.11. Liens relating to judgments to the extent such judgments do not result in
an Event of Default under Section 7.1.10 hereof;, and :

6.6.12, Purchase money liens for equipment in an amount not to exceed $5,000 in
the aggregate.

6.7. Debt. The Company will not create, incur or suffer to exist any Debt except (a) Debt
of the Company arising hereunder, (b) Debt which is Subordinated Debt, (c) Debt (not exceeding
$5,000 in the aggregate) owing to creditors who have extended purchase money credit permitted
under Section 6.6.12, and (d) unsecured Debt owing to trade creditors arising in the ordinary
course of business.

6.8. Investments. The Company will not make after closing Investments except
(a) operating deposit accounts with the Bank, (b)Investments in Cash Bquivalents or
{(c) Permitted Investments.

6.9. Hedged Inventory. The Company shall maintain a hedged position on at least 90%
and no more than 110% of its fixed price commitments made to customers of the Company. The
Company’s Inventory position will be matched against fixed price sale commitments. For
purposes of determining the amount hedged, Inventory of the Company shall (in addition to any
futures contract or fixed price physical gas commitments) be considered as a supply source.

6.10. Limitation on Distributions. The Company shall not pay any dividends or other
similar distributions to any Person; provided, however, that the Company may make distributions
to its shareholders (a) in an amount necessary to pay the federal, state and local income tax due
and owing by such shareholders attributed solely to ownership of stock in the Company, and in
addition, or (b) in an amount that is immediately reinvested in the Company in the form of a .
capital contribution. The Company shall not purchase, buy back, acquire or otharwise redeem
any of the issued and outstanding shares of its stock. :
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6.11. Net Worth Test. The Company will not permit Tangible Net Worth to be less than
the amount set forth below at such date:

Date | Limitation
On the date hereof $225,000
On December 31, 2002 $450,000
Thereafter until the Maturity Date $450,000

6.12. Transactions with Affiliates. Except as expressly permitted by this Agreement
(including Section 6.7(e)), the Company will not directly or indirectly: (a) make any Investment
in an Affiliate; (b) transfer, sell, lease, assign or otherwise dispose of any assets to an Affiliate;
(c) merge into or consolidate with or purchase or acquire assets from an Affiliate; or (d) enter
into any other transaction directly or indirectly with or for the benefit of an Affiliate (including,
without limitation, guaranteces and assumptions of obligations of an Affiliate);, provided,
however, that (x) any Affiliate who is an individual may serve as a director, officer or employee
of the Company and receive reasoneble compensation for his or her services in such capacity and
(y) the Company may enter into transactions {other than extensions of credit by the Company to
an Affiliate) providing for the leasing of property, the rendering or receipt of services or the
purchase or sale of inventory and other assets in the ordinary course of business if the monetary
or business consideration arising therefrom would be substantially as advantageous to the
Company as the monetary or business consideration which would obtain in a comparable
transaction with a Person not an Affiliate.

6.13. Sale and Leaseback. The Company will not enter into any arrangement with any
lender or investor or to which such lender or investor is a party providing for the leasing by the
Company of real and/or personal property that has been or is to be sold or transferred by the
Company to such lender or investor or to any Person to whom funds have been or are to be
advanced by such lender or investor or the secunty of such property or rental obligations of the
Company.

6.14. Subordinated Debt.

6.14.1. The Company will not purchase, redeem, retire or otherwise acquire for
value or make any payment or prepayment of the principal of or interest on, or any other amount
owing in respect of, any Subordinated Debt.

6.14.2. The Company will not at any time exercise any option or right to prepay,
redeem, defease or make any payment the effect of which is to prepay, redeem or defease any of
the Subordinated Debt.

6.15. Use of Proceeds. The Company will use the proceeds of the Loans as provided in
Section 1.3.2.
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6.16. Computation of Borrowing Base. For the purpose of computing the Borrowing
Base and its components and for the purpose of establishing the location and value of the
Inventory and other Collateral, the Company shall promptly upon request of the Bank furnish to -
the Bank information reasonably adequate to identify the Company's Accounts and the other
Collateral at such times and in such form and substance as may be requested by the Bank,
including, without limitation, (a) the unpaid invoiced amount net of any discount, (b) the age and
collectibility of Accounts, (¢) the names and addresses of Customers, (d) copies of sales invoices,
Customer statements and credit memos issued, (¢) remittance advices and reports and deposit
slips, and (f) such other information as the Bank may reasonably deem relevant conceming the
Collateral. Any documents, schedules, invoices or other paper delivered to the Bank by the
Company may be destroyed or otherwise disposed of by the Bank six months after they are
delivered fo or received by the Bank., The Bank may make permanent records of all such
documents, schedules, invoices and other papers, and the Bank shall be under no obligation to
destroy ot to return such documents, schedules, invoices and other papers to the Company.

6.17. Chief Executive Office; Jurisdiction of Organization. The Company shall not
mave its chief executive office, its registered office or its principal place of business, or change
its jurisdiction of organization except to such new location or jurisdiction as it may establish in
accordance with Section 6.18 hereof. The Company shall not move the location where its books
of account and records are kept and the location of the principal place of business or the chief
executive offices of any plants or divisions will not be changed except in accordance with -
Section 6.18 hereof,

6.18. Change of Location. The Company shall not establish any locations different from
those provided for in Section 5.20 hereof until (a) it shall have given to the Bank written notice,
30 days before doing so, of its intention to establish such new location or jurisdiction of
organization clearly describing each such new location or jurisdiction of organization and
providing such other information in connection therewith as the Bank may reasonably request,
and (b) with respect to each such new location or jurisdiction of organization, it shall have taken
such action, satisfactory to the Bank, as may be necessary to maintain the Lien of the Bank in the
Collateral granted hereunder at all times fully perfected, first in priority to all other Liens and in
full force and effect.

6.19. Master Files. The Company shall not make any material changes in the procedures
for assigning Customers to or deleting Customers from the Master File of the Company or for
otherwise maintaining such computer records of Accounts as described in Section 5.21 hereof.

6.20. Change of Name. The Company shall not change its corporate name unless, before
the effective datc of such change, the Company delivers to the Bank such financing statements
executed by the Company that the Bank may request to reflect such name change, together with
such other documents and instruments that the Bank may request in connection with such name
change. - ‘

6.21. Creation of Lien. Except as expressly permitted by this Agreement (including
Section 6.6.12), the Lien created hereunder shall be prior in interest to any other Lien affecting
the Collateral, and shall be and remain in full force and effect until all of the Secured Obligations
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shall have been paid and discharged in full and otherwise satisfied and the Company shall no
longer have any right to request any Loans under any of the Credit Documents. ,

6.22. Verification. The Company hereby authorizes the Bank to make verifications of
the Accounts and Inventory in any manner and through any medium that the Bank consider
advisable,

6.23. Right of the Bank to Use Company's Name. The Company hereby authorizes the
Bank to use the name of the Company when corresponding with or talking to any Customer or

customer of the Company. The Bank shall have the right, from time to time, to discuss the
Company's affairs directly with the Company's independent certified public accountants without
notice to the Company; provided, however, that the Company makes no representation, warranty
or covenant hereunder that the Company’s independent certified public accountants will agree to
discuss the Company’s affairs directly with the Bank without the Company being present.

6.24. Care of Collateral by the Bank. The Bank shall be deemed to have exercised
reasonable care in the custody and preservation of such of the Collateral as may be in the Bank's
possession if the Bank take such action for that purpose as the Company shall request in writing,
provided that the Bank shall not be required to take any such requested action if, in the judgment
of the Bank, such action would impair the Bank's Lien in such Collateral or its rights in, or the
value of, such Collateral, and provided further that such written request is received by the Bank
in sufficient time to permit the Bank to take the requested action. The Company acknowledges
that failure of the Bank to comply with any such request shall not of itself be deemed 2 failure to
exercise reasonable care, and no failure of the Bank to preserve or protect any rights with respect
to such Collateral against prior parties, or to do any act with respect to the preservation of such
Collateral not so requested by the Company, shall be deemed a failure to exercise reasonable care
in the custody or preservation of such Collateral. No Bank shall be liable for any act or default of
any warchouseman or of any carrier, forwarding agency, or other Person whomsoever, but the
same shall be at the Company's sole risk at all times. If all or any part of the Collateral consists
of any stock, bond or other security, no Bank shall be under any obligation to sell or otherwise
dispose of such security, or to canse such security to be sold or otherwise disposed of, by reason
of any diminution in the fair market value thereof, and the Bank's failure to do so shall under no
circumstances be deemed a failure to exercise reasonable care in the custody and preservaﬁon of
the Collateral, notwithstanding anything to the contrary in this Section 6.24 or in any other
provision of the Credit Documents.

6.25. Assembling of Collateral. Following any Event of Default, the Company upon
further demand by the Bank, shall promptly assemble the Collateral, or any part thereof
designated by the Bank, and make it available to the Bank at a place to be designated by the Bank
which shall be reasonably convenient to the Bank and the Company. The right of the Bank under
this Section 6.25 to have Collateral assembled and made available to it is of the esgence to the
Credit Documents and the Bank may, at their election, enforce such right by a bill in equity for
specific performance.

6.26. No Requirement to Marshal Collateral. The Company, to the extent that it has any
right, title or interest in any of the Collateral, waives and releases any right to require the Bank at
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any time to collect any of the Secured Obligations or otherwise seck recourse from any of the
Collateral under any theory of marshaling of assets, or otherwise, and specifically authorizes the
Bank to apply any of the Collateral against any of the Secured Obligations in any manner that the
Bank may determine.

6.27. Subsidiaries. The Company shall not, without the consent of the Bank which shall
not be unreasonably withheld, conditioned or delayed, form or acquire any Subsidiaries; provided
that the Bank shall be permitted to require any such Subsidiary to become a guarantor hereof.

6.28. Cash Flow Coverage Ratio. The Company shall not permit its Cash Flow
Coverage Ratio {as defined below) to be less than 1.5 to 1.0. “Cash Flow Coverage Ratio”
means for the Company on a consolidated basis, as measured quarterly (commencing as of June
30, 2002) for the current quarter and the three preceding fiscal quarters, the ratio of (a) the sum of
(i) net income of the Company plus (ii) depreciation plug (iii) Interest Expense of the Company
to (b) the sum of (i) Interest Expense of the Company plus (ii) the current maturity of long-term
Debt of the Company. '

6.29. Control Agreements, If the Company enters into third party hedging agreements
that are maintained with a broker or other financial intermediary, then the Company shall deliver
to the Bank executed copies of a Contro! Agreement with such broker (the “Control
Agreements”) granting the Bank "control" over such brokerage account.

Section 7. Events of Default.

7.1. Events of Default and Remedies. If one or more of the following events (herein
called “Events of Default”) shall occur and be continuing:

7.1.1. The Company shall default in the payment when due of any principal of
any Loan; or

7.1.2. The Cémpany shall default in the payment when due o_f interest on any
Loan or any fee or other amount payable by it under any Credit Document and such default shall
continue unremedied for five Business Days or more; or

7.1.3. Any representation, warranty or certification made or deemed made by the
Company or in any certificate, document or other written statement furnished to the Bank
pursuant to the provisions thereof, shall prove to have been false or misleading as of the time
made or deemed made in any material respect; or

7.1.4. The Company shall default in the performance of any of its obligations
under Sections 6.1.4, 6.3.1, 6.5.1, 6.5.2, 6.7, 6.9, 6.11, 6.14, 6.15, 6.16 or 6.21 (inclusive) hereof:
or the Company shall default in the performance of any of its other obligations in this Agreement
and such default shall occur unremedied for a period of 30 days following the occurrence thereof;
or
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7.1.5. The Company shall default in the performance of any of its obligations
under any of the Credit Documents (other than this Agreement) after giving effect to any
applicable grace period; or |

7.1.6. The Company shall default in the payment when due of principal of or
interest on any of its other Debt aggregating $1,000 or more beyond the applicable grace period,
or any event specified in any note, agreement, indenture or other document evidencing or relating
to any such Debt shall occur if the effect of such event is to cause, or to permit the holder or
holders of such Debt (or a trustee or agent on behalf of such holder or holders) to cause, such
Debt to become due prior to its stated maturity unless contested in good faith or subject to setoff;
or

7.1.7. The Company shall admit in writing its inability to pay its Debts as such
Debts become due; or

7.1.8. The Company or the Guarantor shall (a)apply for or consent to the
appointment of, or the taking of possession by, a receiver, custodian, trustee or liquidator of itself
or of all or a substantial part of its property, (b) make a general assignment for the benefit of its
(or his) creditors, (¢) commence a voluntary case under the Bankruptcy Code (as now or hereafter
in effect), (d) file a petition seeking to take advantage of any other law relating to bankruptey,
insolvency, reorganization, winding-up, or composition or readjustment of Debts, (e) fail to

controvert in a timely and appropriate mannmer, or acquiesce in writing to, any petition filed

against it in an involuntary case under the Bankruptcy Code, or (f) take any action for the purpose
of effecting any of the foregoing; or

7.1.9. A proceeding or case shall be commenced, without the application or
consent of the Company or the Guarantor, respectively, in any court of competent jurisdiction,
seeking (a) its (or his) liquidation, reorganization, dissolution or winding-up, or the composition
or readjustment of its Debts, (b) the appointment of a trustee, receiver, custodian, liquidator or
the like of the Company or the Guarantor, respectively, or all or any substantial part of its (or his)
assets, or (c) similar relicf in respect of the Company under any law relating to bankrupicy,
insolvency, reorganization, winding-up, or composition or adjustment of Debts, and such
proceeding or case shall continue undismissed, or an order, judgment or decree approving or
ordering auy of the foregoing shall be entered and continue unstayed and in effect, for a period of
90 or more days; or an order for relief against the Company or the Guarantor, respectively, shall
be entered in an insolvency case under the Bankruptcy Code; or

7.1.10. A final judgment or judgments for the payment of money in excess of
$10,000 in the aggregate shall be rendered by a court or courts against the Company and the same
shall not be discharged (or provision shall not be made for such discharge), or a stay of execution
thereof shall not be procured, within 30 days from the date of entry thereof and. the Company
shall not, within said period of 30 days, ot such longer period during which execution of the
same shall have been stayed, appeal therefrom and canse the execution thereof to be stayed
during such appeal; or
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7.1.11. An event or condition shall occur or exisi with respect to any Plan or
Multiemployer Plan and, as a result of such event or condition, together with all other such
events or conditions, the Company or any ERISA Affiliate shall incur or in the opinion of the
Bank shall be reasonably likely to incur a liability to a Plan, a Muitiemployer Plan or PBGC (or
any combination of the foregoing) which is material in relation to the financial condition,
aperations, business or prospects taken as a whole of the Company; or .

7.1.12. The Liens created hereby shall at any time not constitute a valid and
perfected Lien on the Collateral described therein (to the extent perfection by filing, registration,
recordation or possession is required herein or therein) in favor of the Bank, free and clear of all
other Liens (other than Permitted Liens), or any of the provisions hereof shall at any time cease to
be in full force and effect or shall be declared null and void or the validity or enforceability
thereof shall be contested by the Company; ot

7.1.13. The Guarantor dies or defaults ﬁnder the Guaranty to the Baﬁk.

THEREUPON, (a) in the case of an Event of Default (other than an Event of Default referred to
in Sections 7.1.8 or 7.1.9), the Bank may and shall, by netice to the Company, cancel the
Revolving Credit Commitment and/or declare the principal amount then outstanding of, and the
accrued Interest on, the Loans and all other amounts payable by the Company hereunder and
under the Note to be forthwith due and payable, whereupon such amounts shall be immediately
due and payable without presentment, demand, protest or other formalities of any kind, all of
which are herchy expressly waived by the Company; and (b) in the case of the occurrence of an
Event of Default referred to in Sections 7.1.8 or 7.1.9, the Revolving Credit Commitment shall
automatically be cancelled and the principal amount then outstanding of, and the accrued interest
on, the Loans and all other amounts payable by the Company hereunder and under the Note shall
automatically become immediately due and payable without presentinent, demand, protest or
other formalities of any kind, all of which are hereby expressly waived by the Company. The
Bank shall have the right o assess a late payment processing fee in the amount of the greater of
$50 or 5% of the scheduled payment if a payment of principal, interest or fees is not paid within
12 days of the date such payment is due hereunder.

Section 8. Miscellaneous.

8.1. Waiver. No failure on the part of the Bank to exercise and no delay in exercising,
and no course of dealing with respect to, any right, power or privilege under this Agreement or
any Note shall operate as a waiver thereof, nor shall any single or partial exercise of any right,
power or privilege under this Agreement or any Note operate as a waiver thereof, nor shall any
single or partial exercise of any right, power or privilege under this Agreement or any Note
preclude any other or further exercise thereof or the exercise of any other right, power or
privilege. The remedies provided herein are cumulative and not exclusive of any remedies
provided by law.

8.2. Notices. Except as otherwise expressly provided herein, all notices and other
communications provided for herein (including, without limitation, any modifications of, or
waivers or consents under, this Agreement) shall be given or made by telex, telecopy, fax,
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telegraph, cable or in writing and telexed, telecopied, faxed, telegraphed, cabled, mailed or
delivered to the intended recipient at the “Address for Notices” specified below its name on the
signature pages hereof or, as to any party, at such other address as shall be designated by such
party in a notice to the other party. Except as otherwise expressly provided herein, all such
communications shall be deemed to have been duly given when transmitted by telex, telecopier
or fax, delivered to the telegraph or cable office or personally delivered or, in the case of a mail
notice, upon receipt, in each case given or addressed as aforesaid.

8.3. Expenses, Ete. The Company agrees to pay or reimburse the Bank for: (a)all
reasonable out-of-pocket costs and expenses of the Bank (including, without limitation, the fees
and expenses of counsel to the Bank, which such legal fees shall be supported by a detailed time
analysis reflecting the identity of the working attorney or paralegal, their respective billing rates,
the amount of time billed and a description of the activity undertaken), in connection with (i) the
negotiation, preparation, execution and delivery of this Agreement and the other Credit
Documents and the extensions of credit provided for hereby and (ii) any amendment,
modification or waiver (whether made effective or proposed) of any of the terms of this
Agreement or any of the other Credit Documents; (b) all costs and expenses of the Bank
(including reasonable counsel fees and disbursements) in connection with any Default and any
enforcement or collection proceeding resulting therefrom; and (¢)all transfer, stamp,
documentary or other similar taxes, assessments or charges levied by any governmental or
revenue authority in respect of this Agresment or any of the other Credit Documents or any other
document referred to herein or therein and all costs, expenses, taxes, assessments and other
charges incurred in connection with any filing, registration, recording or perfection of any
security interest contemplated by this Agreement or any other Credit Document or any document
referred to herein or therein. The Company hereby agrees to indemnify the Bank and their
directors, officers, employees and agents from, and hold each of them harmless against, any and
all losses, liabilities, claims, damages or expenses incurred by any of them ariging out of or by
reason of any actual or proposed use by the Company of the proceeds of any Credit Extension or
any breach by the Company of any provision of this Agreement or any other Credit Document or
any investigation, litigation or other proceedings (including any threatened investigation or
litigation or other proceedings) relating to the foregoing, including, without limitation, the
reasonable fees and disbursements of counsel incurred in connection with any such investigation
or litigation or other proceedings (including counsel fees and disbursements incurred in
establishing the right to indemnity but excluding any such losses, liabilities, claims, damages or
expenses incurred by reason of the gross negligence or willful misconduct of the Person to be
indemnified). Neither the Bank nor the Company shall be responsible or Liable to the other or
any other Person for any consequential damages which may be alleged as a result of this
Agreement or any other Credit Document.

_ 8.4. Amendments, Etc. Except as otherwise expressly provided herein, any provision of
this Agreement or the Note may be amended or modified only by an instrument in writing signed
by the Company and the Bank, and any provision of this Agreement may be waived by the Bank.

8.5. Successors and Assigns. This Agreement shall be binding upon and inure to the
benefit of the parties hereto and their respective successors and permitted assigns,
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8.6.1. The Company may not assign its rights or obligations hereunder or imder
the Note without the prior consent of the Bank,

8.6.2. The Bank may not assign any of its Loans, its Note or its Revolving Credit
Commitment without the prior consent of the Company (which consent shall not be umreasonably
withheld), provided that upon prior written notice to the Company, the Bank may assign to its -
Affiliates all or any portion of its Loans, its Note or its Revolving Credit Commitment. Upon
written notice to the Company of an assignment permitted by the provisions of the preceding
sentence (which notice shall identify the assignee, the amount of the Revolving Credit
Commitment and Loans assigned), and upon the effectiveness of any assignment consented to by
the Company, the assignee shall have, to the extent of such assignment (unless otherwise
provided in such assignment with the consent of the Company), the obligations, rights and
benefits of the Bank hereunder holding the Commitments or Loans (or portions thercof) assigned
to it (in addition to the Revolving Credit Commitment and Loans, if any, theretofore held by such
assignee) and the Bank shall, to the extent of such assignment, be released from the Revolving
Credit Commitment (or portions thereof) so assigned.

8.6.3. The Bank may sell or agree to scil to one or more other Persons a
participation in all or any part of any Loan held by it or any Loan made or to be made by it, in
which event each such participant shall be entitled to the rights and benefits of the provisions
hereof with respect to its participation in such Loan as if (and the Company shall be directly
obligated to such participant under such provisions as if) such participant were a “Bank™ for
purposes hereof, but shall not have any other rights or benefits under this Agreement, any Note or
any other Credit Document (the participant's rights in respect of such participation to be those set
forth in the Participation Agreement executed by the Bank in favor of the participant). The Bank
shall be obligated to the participants under the Participation Agreement to take or refrain from
taking any action hereunder or under any Credit Document or under the Note as set forth therein,

8.6.4. The Bank may furnish any information concerning the Company in the
possession of the Bank from time to time fo assignees and participants (including prospective
assignees after consent of Company and participants).

8.7. Survival. The obligation of the Company under Sections 2.9 and 8.3 hereof shall
survive the repayment of the Loans and the termination for the Commitments. _

8.8. Captions. The captions and section headings appearing herein are included solely
for convenience of reference and are not intended to affect the interpretation of any provision of
this Agreement.

8.9. Counterparts. This Agreement raay be executed in any number of counterparts, each
of which shall be identical and all of which, taken together, shall constitute one and the same
instrument, and any of the parties hereto may execute this Agreement by signing any such
counterpart. '
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8.10. Warrant of Attomey. The undersigned and all indorsers authorize any attorney at
law, including an attormney engaged by the holder, to appear in any court of record in Columbus,
Ghio, after the indebtedness evidenced hereby, or any part thereof, becomes due and waive the
issuance and service of process and confess judgment against any one or more than one of the
undersigned and al] indorsers in favor of the holder, for the amount then appearing due, together
with costs of suit and, thereupon, to release all errors and waive all rights of appeal and stay of
execution, but no such judgment or judgments against any one of the undersigned shall be a bar
to a subsequent judgment or judgments against any one or more than one of such persons against
whom judgment has not been obtained hereon. The foregoing warrant of attorney shall survive
any judgment; and if any judgment be vacated for any reason, the holder hereof nevertheless may
thereafter use the foregoing warrant of attorney to obtain an additional judgment or judgments
against the undersigned and all indorsers or any one or more of them. The undersigned and all
indorsers hereby expressly waive any conflict of interest that the holder's attorney may have in
confessing such judgment against such parties and expressly consent to the confessing attorney
receiving a legal fee from the holder for confessing such judgment against such parties.

8.11. Governing Law:  Submission to Jurisdiction; Waiver of Jury Tral. THIS
AGREEMENT AND THE NOTE SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE LAW OF THE STATE OF QHIO. THE COMPANY HEREBY
SUBMITS TO THE EXCLUSIVE JURISDICTION OF THE UNITED STATES DISTRICT
COURT FOR THE EASTERN DIVISION OF THE SOUTHERN DISTRICT OF OHIO AND
OF ANY OHIO STATE COURT SITTING IN COLUMBUS FOR THE PURPOSES OF ALL
LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS AGREEMENT QR
THE TRANSACTIONS CONTEMPLATED HEREBY. THE COMPANY IRREVQCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY OBJECTION THAT IT
MAY NOW OR HEREAFTER HAVE TQ THE LAYING OF THE VENUE OF ANY SUCH
PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM THAT ANY SUCH
PROCEEDING BROUGHT IN SUCH A COURT HAS BEEN BROUGHT IN AN
INCONVENIENT FORUM. EACH OF THE COMPANY AND THE BANK HEREBY
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, ANY AND
ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED
HEREBY. THIS PROVISION IS A MATERIAL INDUCEMENT TO THE BANK TO ENTER
INTO THE FINANCING TRANSACTION. IT SHALL NOT IN ANY WAY AFFECT,
WAIVE, LIMIT, AMEND OR MODIFY THE BANK'S ABILITY TO PURSUE ITS
REMEDIES INCLUDING, BUT NOT LIMITED TO, ANY CONFESSION OF JUDGMENT
OR COGNOVIT PROVISION CONTAINED HEREIN OR ANY OTHER DOCUMENT
RELATED HERET(Q OR THERETO.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed as of the day and year first above written,

VOLUNTEER ENERGY SERVICES, INC.

o o [ A

Name: Richard A. Curnutte, Sr.
Its: President

Address for Notices: Address for Notices:‘

800 Cross Pointe Road, Suite D 21 East State Street

Gahanna, OH 43230 Columbus, OH 43215
Attention: Richard A. Curnutte Attention: Edward J. Beemiller
With a copy to: Telephone No.: 614-233-4403
Thomas E. Moloney Telecopy No.: 614-341-2606
Standard Energy Company

1105 Schrock Road

Suite 602

Columbus, Ohio 43229
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COLLATERAL LOCATIONS EXHIBIT

Collateral Location and Location of Books and Records

Chief Executive Office
800 Cross Pointe Road, Suite D
(Gahanna, Ohio 43230

Jurisdiction of Organization

Ohio
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