
To: City Council 
CC: Jim App, City Manager 

From: Mike Compton, Director of Administrative Services 

Subject: Lease Purchase Approval Resolution - Aerial Ladder Truck 

DATE: December 28,1999 

After preparation of the agenda staff report, including the resolution, staff received a sample resolution from the Zion 
National Bank, who is providing the lease purchase financing, which contains certain provisions that they desire to be 
included in resolution to be adopted by the Council. 

Accordingly, I have prepared the attached revised resolution for your consideration and adoption at your 1/4/00 
Council meeting. Please substitute this resolution for the one whch was previously distributed in your agenda packet. 
Additional copies will be distributed at the actual meeting itself. 

Sorry for any confusion that this may cause. 



RESOLUTION NO. 00- 

A RESOLUTION OF THE CITY COUNCIL OF THE c I m  OF EL PASO DE ROBLES 
APPROVING A CONTRACT FOR LEASE PURCHASE CONTRACT WITH ZION FIRST 

NATIONAL BANIQOR THE ACQUISITION O F  AN AERIAL LADDER TRUCIC 

WHEREAS, the Council has authorized the acquisition of an aerial ladder truck; and 

WHEREAS, the Council has approved a budget appropriation for its acquisition; and 

WHEREAS, the Council has determined that the acquistion of the aerial ladder truck shall be made via lease 
purchase financing in accordance with the agreement attached herewith; and 

WHEREAS, pursuant to Section 265@)(3) of the Internal Revenue Code of 1986, as amended, under certain 
circumstances, certain obligations the interest on which is exempt from federal income tax under Section 103 
of the Internal Revenue Code may be designated by the issuer thereof as "qualified tax-exempt obligations," 
thereby allowing certain financial institutions that are holders of such qualified tax-exempt obligations to 
deduct for federal income tax purposes a portion of such institution's interest expense that is allocable to such 
qualified tax-exempt obligations, all as determined in accordance with Section 265 and 291 of the Internal 
Revenue Code. 

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of El Paso de Robles as follows: 

SECTION 1. The terms of the lease purchase agreement for the leasing of the aerial ladder truck, attached 
herewith, are in the best interests of the City of Paso Robles. 

SECTION 2. The Director of Administrative Services is hereby authorized to execute and deliver the lease 
purchase agreement in substantially the form attached herewith and any related documents necessary to the 
consummation of the transaction contemplated by the lease purchase agreement for and on behalf of the City 
of Paso Robles. The Director of Administrative Services and other City officials may make such changes to 
the lease purchase agreement as such officials deem necessary or desirable, such approval to be conclusively 
evidenced by the execution and delivery thereof. 

SECTION 3. The Director of Administrative Services and other City officials are hereby authorized and 
directed to ful£ill all obligations under the terms of the lease purchase agreement. 

SECTION 4. Based upon the following representations, the interest components of the lease purchase 
payments unde the lease purchase agreement are hereby designated as "qualified tax-exempt obligations" 
within the meaning of Section 265@)(3) of the Internal Revenue Code: (i) such lease purchase payments are 
not private activity bonds wihtin the meaning jof Section 141 of the Internal Revenue Code; (ii) the City of 
Paso Robles reasonably anticipates that it, together with its subordinate entities, will not issue during the 
current calendar year obligations (other than those obligations described jin clause (iii) below) the interest on 
which is excluded from gross income for federal income tax purposes under Section 103 of the Internal 



Revenue Code which, when aggregated with all obligations described in clause (ii) above, will exceed an 
/ aggregate principal amount of $10,000,000; (iii) and notwithstanding clasue (ii) above, City of Paso Robles and 
+ its subordinate entities may havse issued in the current calendar year and may continue to issue during the 

remainder of the current calendar year private activity bonds other than qualified 501 (c)(3) bonds as defined 
in Section 145 of the Internal Revenue Code. 

PASSED AND ADOPTED by the City Council of the City of El Paso de Robles this 4b day of January, 
2000, by the following vote: 

AYES: 
NOES: 
ABSTAIN: 
ABSENT: 

Shadyn M. Ryan, Deputy City Clerk 

Duane Picanco, Mayor 



TO: James L. App, City Manager 

FROM: Mike Compton, Director of Administrative Services 

SUBJECT: Lease Purchase Contract - Aerial Ladder Truck 

DATE: lanuarv 4.2000 

w. For the City Council to consider approval of a lease purchase contract for the acquisition of an aerial 
ladder truck for tire protection needs. 

rn 
1. The Council, at their meeting of November 16,1999, appropriated a portion of the liscal year 1999 

surplus from reserves for the lease purchase acquisition of an aerial ladder truck. 

2. The Council, at this same meeting, awarded a bid to Pierce for the acquisition of an aerial ladder 
truck. 

3. The bid award was based upon a competitive bid process undertaken by the San hhguel Fire 
Protection District located in San Diego County. 

4. Staff has solicited interest rate quotes from numerous lending institutions for the purpose of lease 
purchasing hancing the acquisition of an aerial ladder truck 

5. The lowest interest rate quote was from Zion F i t  National Bank in Salt Lake City at 5.28%. 

Analysis 
mi! 
Conclusion: 

The Council has authorized the acquisition of an aerial ladder truck using lease purchase financing. As 
noted above, staff has solicited interest quotes and recommends a lease purchase contract with Zion First 
National Bank at the rate of 5.28%. 

Due to bank quak@dissues, approval of the lease purchase contract was postponed until January, 2000. 
Financing companies offer lease purchase contracts to public agencies at extremely favorable rates because 
they receive federal tax benefits from doing so. However, this tax benefit is only avadable if the financing 
is bank quaQed. To be be bank quabjed, the public agency must issue less than $10 million in tax exempt 
hnancings in any given calendar year. Since the City has issued $23 million in general obligation bonds in 
the current calendar year, entering into a lease purchase contract during the cutrent calendar year would 
make the lease purchase 6nancing 'unqualified' and may result in a &her interest rate. Since the City has 
a ninety (90) day pricing guarantee from Pierce, making the lease purchase contract effective in January, 
2000 has not posed a problem. 

The Council has already appropriated funds for the down payment, $100,000, and first and second year's 
lease purchase payments at $100,000 each. Per the adopted four year financial plan, assuming all budget 
assumptions and projections remain unchanged, the following impacts upon the adopted budget, 
particularly the General Fund, will be experienced: 

Fiscal Year 2000 - The adopted budget estimated the June 30" General Fund year end results at a 
positive $85,400. The budget appropriation adjustment approved by the Council for the aelial truck 
acquisition authorized $100,000 for a cash down payment and an additional $100,000 for the first 
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yeats' debt service payment. Since the City will receive $428,000 as proceeds from the lease purchase 
contract, the net impact on General Fund resources is a positive $228,000 ($428,000 lesss $100,000 
lesss $100,000). It should be noted that this positive increase to General Fund resources (reserves) 
does NOT represent discretionary funds that may be used for other General Fund purposes. 

Fiscal Year 2001 - The adopted budget estimated the June 30h General Fund year end results at a 
negative $(61,400). The budget appropriation adjustment approved by the Council for the aerial 
truck acquisition authorized $100,000 for the second year's debt service payment. Due to compliance 
with Genera4 AcceptedAmunting Pn'n@Jes, the accounting treatment will result in an increase in the 
negative estimated General Fund results from $ (61,400) to $(161,400). 

Fiscal Year 2002 - The adopted budget estimated the June 30fh General Fund year end results at a 
positive $29,900. There is N O  budget appropriation adjustment approved by the Council for the 
third year's debt service payment of $100,000. Due to compliance uith Generag AcceptedAccounting 
Prinqbb, the accounting treatment will result in elimination of the projected surplus of $29,900 and 
replace it with an operating deficit of $(70,100). 

Fiscal Year 2003 - The adopted budget estimated the June 30h General Fund year end results at a 
positive $228,200. There is NO budget appropriation adjustment approved by the Council for the 
fourht year's debt service payment of $100,000. Due to compliance with Gend~Acc~ptedAnaunting 
Pn'nqbks, the accounting treatment will result in a reduction of the projected surplus from $228,200 to 
$128,200. 

It should also be noted that the above General Fund impacts do NOT include other budget adjustments 
approved by the Council since July 1,1999; i.e. wage and benefit packages and Community Development 
overtime. etc. 

The lease purchase contract proposed is a five year contract calling for semi-annual payments at an interest 
rate cost of 5.28%. 

There will be an extended time between the placement of the purchase order (January, 2000) for the aerial 
ladder truck and its subsequent delivery six to eght months later. The City will deposit the proceeds from 
the lease purchase hnancing into a trust or escrow account and begm making semi-annual lease payments 
prior to the delivery of the aerial ladder truck However, the City will earn interest on the trust or escrow 
account at an interest rate hlghter than the 5.28% paid on the lease purchase contract 

Options: 
1. That the City Council adopt a Resolution approving a lease purchase contract (copy attached as 

Exhibit "A'') for the acquisition of an aerial ladder truck and authorize the Director of Administrative 
Services to execute a lease purchase contract and undermke any and all necessary actions to 
consumate the financing arrangements; or 

b. Amend, modify, or reject the above option. 



RESOLUTION NO. 00- 

A RESOLUTION O F  THE CITY COUNCIL O F  THE 
CITY OF EL PAS0 D E  ROBLES 

APPROVING A CONTRACT FOR LEASE PURCHASE 
CONTRACT WITH ZION FIRST NATIONAL BANI< 

FOR THE ACQUISITION OF AN AERIAL LADDER TRUCK 

WHEREAS, the Council has authorized the acquisition of an aerial ladder truck; and 

WHEREAS, the Council has approved a budget appropriation for its acquisition; and 

WHEREAS, the Council has determined that the acquistion of the aerial ladder truck shall be made via lease 
purchase fmancing. 

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of El Paso de Robles the lease 
purchase contract with Zion First National Bank is hereby approved and the Director of Administrative 
Services is authorized to execute said contract and undertake any other actions necessary to complete the lease 
purchase financing. 

PASSED AND ADOPTED by the City Council of the City of El Paso de Robles this 4th day of January, 
2000, by the following roll call vote: 

AYES: 

I 
NOES: 

9 ABSTAIN: 
ABSENT: 

Duane Picanco, Mayor 

Sharilyn M. Ryan, Deputy City Clerk 
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LEAS-URCHASE AGREEMENT 

Dated as of January 5,2000 

by and between 

ZIONS FIRST NATLONAL BANK 
as Lessor 

and 

CITY OF EL PAS0 DE ROBLES, 
as Lessee : 
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LEASE/PURCHASE AGREEMENT 

This Lease/Purchase Agreement, dated as of January 5,2000, by and between ZIONS mRST NATIONAL 
BANK, a national banking association duly organized and existing under the laws of the Unitad States of America, 
as lessor (the 'qank''), and the City of El Paso de Robles, a public agcncy ddy organized and existing under the 
Constitution and laws of the State of California, as Iessec (the "Lcssee"); 

WHEREAS, the Lessee &sires to finance the acquisition of the equipment described as the Tinanced 
Property" in Exhibit B (the "Financed Property") by entering into this LeaseRurcbase Agmment with the Bank 
(the "Lease"); and 

WHEREAS, the Bank agrees to lease the Financed Property to the Lessee the Financed 'Prqxaty 
sometimes being referred to herein as the "Leased Property")), upon the tmns and conditions set forth in this Lease, 
with rental to be paid by the Lessee equal to the Lease Payments h e r d e r ,  and 

WHEREAS, it is the intent of the parties that the origmal term of this Lease, and any subsequent renewal 
terms, shall not exceed 12 months, and that the payment obligation of the Lessee shall not constitute a general 
obligation under State law; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened and to have been 
performed precedent to and in connection with the execution and delivery of this Lease do exist, have happened 
and have been performed in regular and due me, form and manner as required by law, and the parties hereto are 

* now duly authorized to execute and enter Into this Lease; 

NOW, THEREFORE, in consideration of the above premises and of the mutual cwenants hereinafter 
contained and for other good and valuable consideration, the p@es hereto agree a8 follows: 
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ARTICLE I 

DEFINEIONS AND EXHIBITS 

SECTION 1.1 Ddinitions and Rules of Conslxuctiog. Unless the context otherwise requires, the 
capitalized terms used herein shall, for all purposes of thls Lease, have the meanings specified in the dafinitions 
below. Unless the context otherwise indicates, words impartiag the shgdx number shall mcl~ide the plural number 
and vice versa. The terms "hereby", "hereof, '%eretom, "herein', ' h m d a "  and any similar terms, as used in this 
Lease, refer to this Lease as a whole. 

"Adva~ce" shall have the meaning set forth m Section 2.10(i)@) hereof. 

" B B  shall have the meaning set forth in the Preamble hereof. 

"Business Day" means any day except a Saturday, Sunday, or other day on which banks in Salt Lake City, 
Utah or the State are authorized to close. 

"w' means the Internal Revenue Code of 1986, as amended. 

"Comm~~~cernent Date" means the date this base is executed by the Bank and the Lessee, 

"Environmental Law" means all federal, state or local laws, statutes, regulations, 'mdinances and other 
provisions having the force or effect of law, all judicial and adnzinisirativc orders and determinations, all contractual 
obligations and ,all common law relating to public health and safety, worker health and safety, pollution, the 

- ~ 

environment, wethnds, the preservation and reclamation of natural resources or waste management, including 
without limitation a l l  those *dating to the presence, use, production, generation, handling, traisportation, treatment, 
storage, disposal, distnition, labeling, testing, processing, discharge, release, threatened release, control or cleanup 
of any hazardous materials, substances or wastes, chemical substances or mixtures, pesticides, pollutants, 
con taminants, toxic chexmcals, petroleum products or bypmducts, asbestos, solvents, urea formaldehyde, dioxins, 
pdychlorinated brpbenyls, noise or radiation, each as amend@ and as now or hereafter in effect. The term 
Environmental Law shall include (by way of illusfration ratherthan limitation) the Clean Water Act, 33 U.S.C. 
Section 125 1, et seq., the Clean Air Act, 42 U.S.C. Section 740 1, et seq., the Resource Conservation and Recovery 
Acf 42 U.S.C. Section 6901, et seq., the Comprehensive Environmental Response, Compensation and Liability Act 
of 1980,42 U,S.C. Section 9601, et seq., the Toxic Substances Control Act, 15 U.S.C. Section 2601, et seq., the 
Federal Insecticide, Fungicide and Rodenticide Act, 7 U.S.C. Section 135, et seq., and the Hazardous Materiais 
Transportation Act, 39 U.S.C. Section 1801, et seq. and any regulations, guidelines, directives or other 
interpretations of any such enactment, ali as amended from time to time. 

"Financed b e r t y "  ahall have the meaning set forth in the Whereas clauses h c k f  

"Fiscal Year" means the period extending fiom July 1 of each calendar year to ~ime'30 of the subsequent 
calendar year. ": 

"Govcrnin~ Body' means the governing body of the Lessee. 

"Hazardous Materials" means any bazatdous, dangerous or toxic chemical, waste;byproduct, pollutant, 
c o n ~ t ,  compound, product or substance the manufacture, storage, transport, generation, use, treatment, 
exposure to, release, threatened release, discharge, remcdiabon, clcan~rp, abatemen5 removal, possession, recycling, 
disposai or other dqosition of which is pmhibited or regulated (including without limitation, being subjected to 
notice, reporting, record keeping, or dean-up ruyuirements) by any Environmental Law. 

"Leaseu shall have the meaning set forth in the Whereas clauses hereof 

'%case P a m m t  Date" shall have the mcanmg sct'forth in.~ection 3.4(a) hereof. 
' 

"Lease Pavments" means the rental payments described in E#u%it A hereto. 

'Teased Protnxty" shall have the meaning set forth in the Whcnas clausca h a d : .  
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"Lessee" shall have the meaning set forth m tht Preamble henof. 

'Wet Proceeds" means insurance or eminent domain proceeds received with respect to the Leased 
Property, less expenses incurred in connection with the coflectionof such proceeds. 

'Ob]i+ation b m e n f '  shall have the meaning set forth in Section 2.l(c) hereof. 

"Permitted Encumbrances" means, as of any particular time: (i) liens for general ad valorem taxes and 
assessments, if any, not then delinquent, or which the Lessee may, pursuant to provisions of Section 6.3 hereof, 
permit to remain unpaid; (ii) this Lease; (iii) any contested right or claim of any mechanic, laborer, me-, 
supplier or vendor filed or perfected in the manner prescribed by law to the cxtent permitted under Section 6.4(%) 
hereof; (iv) casements, rights of way, mineral rights, drilling rights and other rights, reservations, covenants, 
conditions or restrictions which exist of record as of the execution date of this Lease and which the Lessee hereby 
certi6es will not materially impair the use of the Leased Property by the Lessee; and (v) easements, rights of way, 
mineral rights, drilling rights and other rights, reservations, covenants, conditions or restrjciions established 
following the date of execution of tbis Lease and to which the Bank and the Lessee consent in writing. 

"Rebate Exemtioq" shall have the meaning set forth in Section Z.l(l)(ii)(A) hereof. 

"RRermlations" shall have the meaning set forth in Section 2.1(l)(i) hereof. 

"b" means the term of this Lcase as described in Scction 3.2 hereof 

"State" - shall have the meaning set forth in the Preamble hereof, 

C SECTION 1.2 Exhibits The Exhib~ts attached to this Lease are by this reference made a part of this 
rg- Lease. 

ARTICLE II : 
REPRESENTATIONS, COVENANTS AND W-S ' 

SECTION 2.1 Rmrcstntations. Covenants and Warranties of the Lessee. The Lessee represents, 
covenants and wanants to the Bank as  follows: 

(a) Due Omnization and Existence. The Lessee is a public ageicy of the State duly 
organized and existing under the Constitution and laws of the State. '. . , 

(b) Authorization: Enforceability. The Constitution and laws of the State authorize the 
Lessee to entcr into this Lease and to enter into the transactions contemplated by, and to carry out its 
obligations under, tbis Lease. The Lessee has duly authorized, executed and d c l i v d  this Lease in 
accordance with the Constitution and laws of the State. This Lease coDsritutts thc legal, valid and bixxiing 
special obligation of the Lessee enforceable in accordance with its ttrms, except to the cxtent Limited by 
applicable bankruptcy, insolvency. reorganization, moratorium or sirHilar laws or equitable principles 
affecting the rights of creditors generally. 

(c) No Conflicts or Default: Other Liens or Encumbrances. Neither the execution and 
delivery of this Lease nor the Miillment of or compliance with the terms and cond~tions hereof, nor the 
consummation of the transactlous contemplated hereby (i) conflicts with or nsults in a brcacb of ihe tums, 
conditions, provisrans, or restrictions of any existing law, or court or administrative decree, order, or 
reguk ion ,  or agreement or instrument to which the Lessee is now a party or by which the Lessee is bound, 
including without limitation any agreement or.'instmment pertaining to any bond, note, lease, 
certificate of participation, debt instrument, o r  any other obligation of the Lessee (any such bond, 
note, lease, certificate of participation, debt mtnunenf and ofher obligation being r e f e d  to herein as 
an "Obligation Instrument"), (ii) constitutes a default under any of the foregaing;or (iii) results in the 
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creation or imposition of any pledge, lien, charge or encumbrance whatsoever upon any of the property 'or 

or assets of the Lessee, or upon the Leased Property except for Permitted Encumbrances. 

By way of example, and not to be construed as a limitation on the representations set forth in the 
immediately preceding paragraph: 

(A) no portion of the Leased Property is pledged to secure, and 

(B) the interests of the Lessor in the Leased Property hereunder do not violate the terms, 
conditions or provisions of any restriction or revenue pledge In' any agreement or 
instrument pertaining to, 

any Obligation Instrument. 

If any Obligation Instrument existing on the date of execution of this Lease creates any pledge, lien, 
charge or encumbrance on any revenues, property or assets associated with the Existing Property andlor 
the Financed Property that is hlgher in pnority to the Bank's interests therein under this Lease, thc Bank 
hereby subordinates its interests therein, but only to the extent required pursuant to such exjsting 
Obligation Instrument. 

'I 

(d) Compliance with OPen M&e Requirements. The Governing Bifdy has complied with 
all applicable open public meeting and nohce laws and requirements with respect to, the meeting at which 
the Lessee's execution of this Lease was authorized. 

(e) Comuliance with Biddine Reyirements. Either there are no procurement or public 
bidding laws of the State applicable to the acquisition and leasing of the Leased Property pursuant to this 
Lease, or the Governing Body and the Lessee have complied with d such procurement and public bidding 
laws as may be applicable hereto. 

(f) No Adverse Litkation. k t  are no legal or governmental proceedings or litigation 
: pending, or to the best knowledge of the ~essee d m @ &  or contemplated (or any basis therefor) wherein 

an unfavorable decision, ruling, or finding might adversely affect the transaction contomplated m or the 
validity of this Lease. 

(s) Ch~inion of Lessee's Counsel. The letter attached to this Lease Exhibit D is a tme 
opinimof Lessee's Counsel. 

. . 
. . 

(h) Govemmcntal Use of Leased Prouertv. During the Term of this Lease, the Leased 
Property will be used solely by the Lessee, and only for the purpose of performing one or more 
govexnmental or proprietary functions of the Lessee consistent with dze permissible:scope of the Lejsee's 
anthority, and &e Leased Property will not be subject to any direct or indirect private business use. 

(i) Other Remesentations and Covenants. The qmsentations, covenants, warranfies, and 
obligations set forth in this Article are in addition to and are not intended to limit anpother representations, 
covenants, warranties, and obligations set forth m this Lease. 

GI No Defaults. The Lessee has never non-appropriated or defahted under any of its 
payment or performance obligations or covenants, either under any municipal lease of the same general 
nature as tbis Lease, or under any of its bonds, notes, or other obligations of indebtedness for which its 
revcnnQ or general credit are pledged. 

&) wo Leeal or Environmental Violation. The Leased Property is not, and at all times 
during the Term of this Lease will not be in violati,h of any fedual, state or local law, s t a m  ordinance 
or ngulatia, including without limitatian, any Environmental Law, to the best of the Lessee's know1edge. 
Neither the Lessee nor, to the best of Lessee's knawledge, any third party, has used, generated, 
manufactured, stored or disposed of on, under or about the Lkastd Property or transported to or fiom the 

4 
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Leased Property any Hazardous Materials. 

In the event Hazardous Materials are discovered, and must be removed or rcmcdiated, and to the extent 
permitted by applicable law, the Lessee hereby agreed to indemnify and hold h.ndlc. the Bank, and mdts 
directors, officers, sharcholdtrs, employees, and agents, and successors to the Bank's interest in the chain 
of title to the Leased Property. and their directors, officers, hrcholders, employees,.and agents, from and 
against any and a l l  loss, claim, damages, expense or liability, including reasonable attorneys' fees and 
other litigation expenses, to the f u U  extent of such action as attriiutable, directly or indirectly, to: 

(i) the pxsence or use of, generation, storage, release, threatened @ease, or disposal of 
Hazardous Materials by any person on, in or under the Leased Property; - 

(ii) use of the Leased Properry or any part thereof aa a dump site, or temporary 
storage site or transfer station for any Hazardous Materials; 

(iii) violation of auy Environmental Law affkctiug the Leased Pmpcriy or any part thereof 
or any activity conducted on any part of the Leased Property; and 

(iv) any action or proceeding before any court, quasi-judicial body or administrative agency 
relating to the enfo~~emcnt of any Environmd Law the Leased Properfy or any part 
thereof or any activity conducted on any part of the Leased Property; 

3 

( 

includmg, without limitation, all foreseeable and all unforeseeable consequtntiall,damages, directly or 
indirectly arising out of the use, generation, manufacture, storage, or disposal of Hazardous Materials, by 
the Lessee or any prior owner or operator of the Leased Property, including, without limitation, the cost 
of any required and necessary repair, cleanup, remediation, or detoxification and the preparation of any 
disclosure, or other required plans, whether such action is required or necessary prior to or following 
transfer of titb to the Leased Property. 

(1) General Tax and A r b w e  Wesexitations and Covenants 

(i) Tho c ~ ~ c a t i o n s  and representations made by the Lebee in this Lease arc 
intended, kg other purposes, to be a certiticate permitted~in ~ectick 1.148-2(b) of the 
Treasury Regulations promulgated pursuant to Section 148 of the Codt (the 'Regdations"), to 
establish the reasonable expectations of the Lessee at the time of the execution of this Lease made 
on the basis of the facts, estimates and circuxnstanca in existmce on the dab h m f .  The L;essee 
further certifies and covenants as follows: 

(A) The Lessee baa not been notified of any disqua&&tion or proposed 
disqualification of it by the Commissioner of the Internal Revenue Senrice as an issuer 
which may certify bond issues. .. . 

(B) To the best knowledge and belief of the L e d ,  there are no facts, 
estimates or circumstances that would materially change the conclusions, ccrtijjcations 
or representations set forth in this Lease, and the expectations. herein set forth are 
reasonable. 

(C) The Scheduled Term of this Lease does not exceed the useful life of the 
Financed Property, and the weighted average tarn of this Lease does not exceed the 
weighted average useful life of the Financed Property. 

(D) Each advance of funds by the Bank to bee ~ & c d  Property under 
this Lease (each an "Advbcen) will oc+ only when and to thc'extent that the Lessee 
has reasonably detumiued and Identdied the m e ,  need, and coat of each item of 
Financed Property pertaining to such Advmce. 
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.- 
(E) No use will be made of the proceeds of thie Lease or any such Advance, :: 

or any ftnds or accounts of the Lessee which may be deemed to be proceeds of this ': 

Lease or any such Advance, which use, if it had been reasonablk expected on the date 
of the execution of this Lease or of any such Advance, would hive caused this Lease 
or any such Advance to be classified as  an "arbitrage bond" within the meaning of 
Section 148 of the Code. 

(F) The Lessee will at all times comply with the rebate requirements of 
Section 148(f) of the Code as they pertain to this Lease, to the ex.tent applicable. 

(G) In order to preserve the status of this Lease and Lhe Advances as other 
than "private activity bonds" as descnied in Sections 103(b)(l) +nd 141 of the Code. 
as long as this Lease and any such Advances are outstanding and unpaid: 

(I) none of the proceads from this Lease or thc Advances or any 
facilities or assets financed therewith shall be used for.any "private business 
use" as that term is used in Setion 141(b) of the Code &d defined in Section 
14 1 (b)(6) of the Code; 

(n) the Lessee will not allow any 'such "private business use" to be 
made of the proceeds of this Lease or the Advances or any facilities or assets 
financed therewith; and 

(III) none of the Advances or Lease Paymtnts &e hereunder shall be 
secured in whole or in part, directly or indirectly, by any Interest in any 
property used in any such "private business use" or by payments in respect of 
such property, and shall not be derived &om payment. in respect of such - 
p=oPertY. 
(H) The Lessee will not t e e  any action, or omit to take any action, which 

action or omission would cause the interest component of the Eease Payments to be 
ineligible for the exclusion from gross income as provided in Section 103 of the Code. 

(I) The Lessee is a "govexnmental unit" within the:rneaning of Section 
141(b)(6) of the Code. 

(3 The. obligations of the Lessee under this Lease are ndt federally guaranteed 
within the meaning of Setion 149(b) of the Code. 

! 
(K) This Least and the Advances to be made pu&t hereto will not 

reimburse the Lessee for any expenditures incurred prior to the date of this Lease and 
do not constitute a "refunding issue" as d e h d  in Section 1.150-1(d) of the 
Regulations, and no part of the proceeds of this Lease or any such Advances will be 
used to pay or discharge any obligations of the Lessee the idbest  on*which is or 
purports to be excludable tkom,gross income under the Code or any predecessor 
provision of law. I 

it 

a) In compliance with Section 149(e) of the Code rdlating to information 
reporting, the Lessee will tile or cause to be filed with the Inkha1 Revenue Service 
Center, Philadelphia, PA 19255, within tTrfteen (15) days from the execution of rhis 
Lease, IRS Form 8038-G or 8038-GC, as appropriate, reflcctiag the rota1 aggmgate 
amount of Advances that can be made pursnant to this Lease. 

' 

I 
(h4) None of the procee& of W Lease or the Advancesl to be made hereunder 

'4 
will be used directly or indiredtly to replace funds of the *ee used directly or 
indirectly to acquire obligations at a yield materially higher than the yield on this Lease b 

or otherwise invested in any manner. No pdrtion of the ~ d v a n c e  will he made fa the 
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purpose of investing such portion at a materially higher yield & the yield on this : 

Lease. 

(N) Inasmuch as Advances will be made under this Lease only when and to 
the extent the Lessee reasonably determines, identifies and ekpcrienccs the need 
therefor, and wlil rtmain outstanding and unpaid ody until such time as the Lessee I~aa 
moneys wailable to repay the same, the Lessee reasonably expecOl that (I) the Advances 
wll not be made sooner than necessary; (II) no pmceeds from the Advances will be 
invested at a yeld higher than the yield on this Lease; and (III) the Advances and this 
Lease will not remain outstanding and unpaid longer than necessary. 

(0) The Lessee will either (i) spend all of the moneys advanced pursuant to 
this Lease immediately upon receipt thereof, without investment on the portion of the 
Financed Property hat  is to be frnanced thereby; or (ii) invest such moneys at the 
highest yield allowable and practicable under the circumstances until they are to be 
spent on the portion of the Financed Property that is to be financed thereby, and track, 
keep records of, and pay to the United States of America, aU rebatable arbitrage 
pertaining thereto, at the tunes, in the amounts, in the manner, and to the extent required 
unda Section l48(f) of the Code and the Treaslrry Regulations promulgated m 
connection therewith. At least five pnctnt (5%) of the total amourft of moneys that are 
expected to be advanced pursuant to this Lease are reasonably expected to have becn 
expended on the Financed Property within six (6) months fiom the date of &is Lease. 
All moneys to be advanced pursuant to this Lease are reasonably expectd to have been 
expended on the Financed Property no later than the earlier oE (I) the date twelve (12) 
months from the date such moneys are advanced; and @) the date.three (3) years fiom 
the date of ths  Lease. 

(P) This Lease and the Advances to be made hercund&'are not and will not 
be part of a transaction or series of transactions that attemp@ to c i rcment  the 
provisions of Section 148 of the Coda' and the regulations promulgated in connection 
therewith ( I )  enabling the Lessee to Lxploit the ~ c r c n c e  betwixm tax-exempt and 
taxabie interest rates to gain a material financial advantage, and (II) overburdening the 
tax-exempt bond market, as those terms are used in Section 1.148-1 0(a)(2) of the 
Regulations. 
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(Q) To the best of the knowledge, intormatian and belief of the Lessee, the - 

above expectations an reasonable. On the basis of the foregoing, it is not expected - 

that the proceeds of this Lease and the Advances to be made hereunder will be used 
in a manner that wouid cause this Lease or such Advances to be. "arbitrage bonds" 
under Section 148 of the Code and the regulations promulgated thereunder, and to 
the best of the knowledge, information and belief of the Lessee, there are no other 
facts, estimates or circumstances tbat would materially change the foregoing 
conclusions. 

(ii) Arbitrace Rebate Under Section 148!fl of the Code. With respect to the 
arbitrage rebate requirements of Section 1 4 8 0  of the Code, either (check applicable 
box): 

L' (A) 
Oualifies fm Small Issuer Exemption fiom Arbitrage Rebate. The 

Less hereby certifies and represena that it qualifies for the exception contained in 
Section 148(fX4)(D) of the Code fkom the requirement to rebate arbitrage earnings from 
investment of proceeds of the Advances made under this Lease (the "Rebate 
Exemption") as foUows: 

(1) The Lessee has general taxing powers. 
r 

(2) Neither this Lease, any Advances to be made bere'bder, nor any portion 
thereof are private activity bonds as defined m Section 14 1 of the Code ('Trivate 
Activity Bonds"). 

(3) Nmety-five percent (95%) or more of the net prMeeds of the Advances 
to be made hereunder are to be used for local government activities of the Lessee 
(or of a governmental unit, the jurisdiction of which is entirely within the 
jurisdiction of the Lessee). . 

(4) Neither the Lessee n& any aggregated issuer has issued or is reasonably 
expected to issue any tax-exempt obligations other than hivate Activity Bonds (as 
those temu are used in Section 148(f)(4)(D) of the code) during the current 
calendar year, including the Advances to be made rhercunder, which in h e  
aggregate would exceed 35,000,000 in fice amount, or % l0,000,000 in face amount 
for such portions, if any, of any tax-exempt obligations of the Lessee and any 
aggregated issuer as are athiiutable to construction of public school facilities 
w i t h  the meaning of Section 148(f)(4)@)(viii of the Code. 

For purposes of this Section, "aggregated issuer" m& any entity which (a) 
issues obligations on behalf of the Lessee, (b) derives its isdug authority itom the 
Lessee, or (c) is subject to substantial control by the Lessee. 

The Lessee hereby certifies and rcpments that it has not created, does not 
intend to create and does not expect to benefit from any entity formed or availed 
of to avoid the purposes of Section 148(f)(4)@)(i)(IV) of the Code. 

Accordingly, the Lessee will qualify for the Rebate Exemption granted to 
g o v e m n i a l  units issuing less than $5,000,000 under Section 148(f)(4)@) of the 
Code ($10,000,000 for the Gnancing of public school facilities construction as 
described above), and the Lessee shall be mated as meeting the requirements of 
Paragraphs (2) and (3) of Section 148(f) of the Code relating to the required rebate 
of arbitrage earnings to thb United States with respect to this Lease and the 
Advances to be r n a d e ~ m n d a .  ' 
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n (B) Lessee Will Kern Raords of and Will Rebate Arbitiazq. The Lessee does - 

not qualify for the small issuer Rebate Exemption described above, and the 
Lessee hereby certifies and covenants that it will account for, h e p  the 
appropriate records of, and pay to the United States, the rebate amolmf if any, 
earned from the investment of gross proceeds of this Lease and the Advances 
to be made hereunder, at the timm, in the amounts, and in the manner 
prescribed in Section 148(fl of the Code and the applicable Regulations 
promulgated with respect thereto. 

SECTION 2.2 brwentations. Covenants and Warmties of the Ba& The Bank is a national banking 
association, duly urganized, existing and in good standing under and by virtue of the laws of the United States of 
America, has the power to enter into this Lease, is possessed of fidl power to own and hold red and personal 
property, and to lease and sell the same, and has duly authorized the execution and delivery of this Lease. This 
Lease, constitutes the legal, valid and binding obligarion of the Bank, enforceable in accordance with itcl tenns, 
except to the exmt  limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws or 
equitable principles affecting the rights of creditors generally. 

AGREEMENT TO LEASE; TERM OF 
LEASE; LEASE P A m S  

SECTION 3.1 Lease. 

(4 Lease of Financed Prmrtv to Lessee. Bank hereby leases the Financed Property to the 
Lessee for a rend that the Lessee hereby agrew to pay to the B d  at the times and in the amounts 

. described in Section 3.4, and the Lessee hereby leases t& Leased Property from tbBank, upon the terms 
- and conditions set fortb herein. C 

Concurrently with its execution of this Lease, the Lessee shall deliver to the Bank fully completed 
documents substantially in the forms attached hereto as  Eh%its B, C, and D hento. 

SECTION 3 2 Term The Term of this Lease shall commence on ihe date of execution hereof and shall 
end on December 7,2004 (the ''Matu3-y Date"), unless extended pursuant to S e c t i ~  3.3, or unless terminated prior 
thereto upon the earliest of any of the following events; provided that m the event of termination pursuant to 
paragraph (a) below, the lease of the Existing Property, if any, to the Bank pursuant to Section 3.l(a) shall continue 
in f i ~ U  force and effect 

(a) Default and Tmmatlon. 
. . A default by the Lessee and the Baalr's election to temhate this Lease 

uudcr Section 8.2 hereof; 

('9 Pavment of All Lease Pavments. The payment by the Lessee of an  ease Payments required 
under Section 3.4 hereof; 

(c) , Prepayment. Upon a prepayment of L a c  Paymenb pursuant to Article IX h d  

SECTION 3.3 Extension of Leaec Term. Eon the W t y  Date, the Lease Payments shail not be fully 
paid, or if the Lease Payments hereunder shall have been abated at any time and for any reason, then the Tam shall 
be extended untd all Lease Payments shall be fully paid, except that the Term shall in no event be extended ten 
years beyond the Maturity Date. 
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SECTION 3.4 Lease Pavments. 

(a) Time andAmow& Subject to the provisions of Section 3.8 (regarding abatement in event of loss 
of use of any portion of the Leased Property), and Article IX (regarding prepayment of Lease Payments), in 
addition to the annual Exishg Property Limited Lease Purposes Rental Value to be paid by the Lessee to the Bank 
for the sublease by the Lessee of the Existing Property fiom the Bank pursuant to Section 3.l(a), the Lessee agrees 
to pay to the Bank, its successms and assigns, as a n d  rental for the use and possession of the Financed Property, 
the Lease Payments (denominated into components of principal and interest) in the amounts specified in Exhibit A, 
to be due and payable in axream on each payment date identified'in Exhibit A (or if such day is not a Business Day, 
the next succeeding Business Day) s p e d e d  in Exhiit A (the 'Lease Payment Date"). 

, 

In the event thc Lessee does not pay a Lease Payment due an the respective Lease Payment Date, the Bank 
shall provide pnmrpt written notice to the Lessee of such failure to pay; pmvided. however, that failure to give such 
notice shall not excuse any event of default under such Section 8.1 hereof. 

(b) Rate on Overdue Pavmrats. In tbe event the Lessee shouid fail to make any of the Lcase 
Payments required in this Section, the Lease Payment in &Wt shall continue as an obligation of the Lessee until 
the amount in default shall have been fully paid, and the Lessee agrees to pay the same with interest thereon, to lkc 
extent permitted by law, fTom the date such amount was originally payable at the rate equal to the origrnal interest 
rate payable with respect to such Lease Payments. 

(c) Additional Pavments. Any additional payments required to be made by the Lessee hereunder, 
including but not limited to Sections 4.1,4.2,4.3, and 6.3 of this Lease, shall constitute additional rental for the 
Leased Property. 

SECTION 3.5 Fair Rental Value. The Lease Payments shall be paid by the Lessee in consideration of 
the right of possession of, and the continued quiet use and enjoyment of, the Leased Property during each such 
period for which said Lease Payments are to be paid. The parties hereto have agreed and determined that such total 
rental represents the fair rental value of the Leased Property. In making such determination, consideration has been 
given to the value of the Leased Property, other obligation of the pi$ies unda this Lease (including but not limited 
to cbsts of maintenance, taxes and insurance), the uses and purposes which may bc served by the Leased Property 
and the benefits therefkom which will accrue to the Lessee and the general public, and the transfer of the Bank's 
leasehold interest in the Leased Property at the end of the Tem. 

SECTION 3.6 Budrret and Amrollriation. The Lessee covenant8 to take such action as may be 
necessary to include all Lease Payments due hereunder in its annual budget and to make"&c necessiuy annual 
appropriations therefor, and to maintain such items to the extent unpaid for that Fiscal Year m its budget throughout 
such Fiscal Year. The coverno1 on the part of the Lessee herein contained shall be detmcd to be and shall be 
construed to be duties imposed by law and it shall be the ministerial dnty of each and evtly. public official of the 
Lessee to take such action and do such things as  are mquired by law in the performance of the official duty of such 
officials to enable the Lessee to carry out and pedorm the covenants and agreements in this Lease agreed to be 
carried out and performed by the Lessee. 

SECTION 3.7 Use and Possession. The total Lease Payments due in any Fisc4 Year shall be for tbe 
Lessee's right to use and possession of the Leased Property far such Fiscal Year. 

SECTION 3.8 Abatement of Lease Pavments in Event of Loss of Use. 

(a) Period. The obligation of the Lessee to pay Lease Payments shall be abated during any period 
in which by reason of damage, destruction or taking by eminent domain cu condomaation with respect to any 
portion of the Leased Property there is substantial interference with the L e e ' s  right ta use and possession of such 
portion of the Leased Property, 

(b) Amount Tht amount of such abatement shail be detinnmtd by the ~essee 'such that the resulting 
Lease Payments represent fair consideration for the Lessee's right to use and possession of the portion of the Leastd 
Property not damaged, destroyed or taken. Such abatement shall co-ence with such damage, destruction or 
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taking and end with the substantial completion of the replacement or work orrcpair, provided, however, ttrat d u k g  r 
abatement, special sources of money, including without limitation proceeds of rental intemption insurance, shall 

.. 

be applied to pay the Lease Payments. 

(c> pmair or Rmlaccmcnt. In the event of such abatrmcnf the Lessee wiu'use its best efforts to 
repair or replace the damaged or destroyed or taken portion of the Leased Property, as the case may be, fiom Net 
Proceeds, subject to the requirmnts of Section 5.1 hereof, or special fimds of the Lessee or other moneys the 
application of which would not result in the obligations of the Lessee hereunder constituting indebtedness of the 
Lessee in contravention of the Constitution and laws of the Staoe. 

SECTION 3.9 Possession and Sublease of Leased P r o m  Uuon Tcrminati oq... Upon tenhatian of 
this Lease pursuant to Section 3.2(a), the Lessee shall transfer the Financed Property to the Bank in such manner 
as may be specified by the Bank, and the Bank shall have the nght to take possession of the Financed Properly by 
virtue of the Bank's ownership interest as lessor of the Financed Property, and to take possession of the Exlsting 
Property by virtue of the Bank's leasehold interest in the Existing Property under Section 3.l(a) and at the Bank's 
discretion, sublease the Existing Property to another entity for a term not to exceed the Scheduled Term plus an 
additional tenn as provided in Section 3.2 hereof; provided, however, that in such event, h e  Bank's use of the 
Existing Property, if any, shall be solely for the Existing Property Limited Lease Purposes described in Section 
3.l(a) and the Bank will pay to the Lessee the annual Existing Property Limited Lease Purposes Rental Value 
descn%ed in Section 3.1 (a) for such minimal use of the Existing Property during the texm of such use. 

To the extent the Financed Property is equipment, the Lessee at the Bank's direction shall ship the Financed 
Property to the destination designated by the Bank by loading the Financed Property at the Lessee's cost and 
expense, on board such carrier as the Bank shaU speciQ. 

SECTION 3.10 No Withholding. Notwithstanding any dispute between the Bank and the Lessee, - including a dispute as to the failure of any portion of the Leased Property in use by or possession of the Lessee to 
perform the task for which it is leased, the Lessee shall make all Lease Payments when due and shall cot withhold 
any Lease Payments pending the fimal resolution of such dispute. 

- SECIION 3.1 1 Net-Net-Net Lcase. This Lease ahall 6e deemed and construed to be a net-net-net lease 
and the Lessee hereby agrees that the Lease Payments shall be an absolute net retam to the Bank, free and clear of 
any expenses, charges or set-offi whatsoever, except as expressly provided herein. 

SECTJON 3.12 Offset. !Subject to the provisions of Section 3.8, Lcase Payments or other sums payable 
by tbe Lessee pursuant to this Lease shall not be subject to o&et or counterclaim and the Lessee shall not be 
entitled to any credit against such Lcase Payments or other s w i ~  by reason of any dispute between the Lessee and 
the Bank, any vendor or manufacturer of any part of the Leased Property, or any other penon. 

ARTICLE IV 

INSURANCE 

SECTION 4.1 Casualtv and Theft Insurance. 

(a) Casualtv and Thee Inmxance: Coveraae. Thc Lessee shall procure and m8intlin, or cause b be 
procured and maintained, throughout the Term of this Lease, insurance against loss or damage to any portion of 
the Leased Property caused by fire and lightning, with extended coverage and theft, vandalism and malicious 
mischief insurance. Said extended coverage insurance shall, as nearly as practicable, cover loss or damage by 
explosion, windstorm, riot, aircraft, vehicle damage, smoke and such ohm hazards as are normally covered by such 
insurance. 

(b) Amount. Such insurance shall be m an amount (except that such insurance may be subject to 
1 dednctible clauses of not to exceed $50,000 for any one loss) not Icsa than the rrplacemcnt cost of the Leased 
I 

property. 

11 

,#&,-- 
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- 
(c) Joint or Self-Insurance. Such insurance may be maintained as part of or hi cm~junction with any -j 

other insurance canied or required to be cauied by the Lessee, and, subject to Bank's consent and compliance with :1- 

Section 4.3(b) hereof, may be maintained in the form of self-insurance by the Lessee. 

(d) Pavment of Net Proceeds. The Net Proceeds of such insurance shall be applied as provided in 
Section 5.1. 

SECTION 4 2  Rental Intemmtion Insurance. 

(a) Coveraee and Amount. If the Property leased hereunder is rcal property,'tbm the Lessee shall 
maintain or cause to be maintarned, rental income or use and occupancy insurance in an amount not less than the 
maximum Lease Payments in any future 12-month period (calculated based upon the maximum principal 
component hereunder as provided in Exhibit A and an assumed interest rate of 12% per mum), to insure against 
loss of rental income from the Leased Property caused by perils covered by the insurance requind to be maintained 
as provided in Section 4.3 hereof. 

(b) Joint Insurance. Such hurance may be maintained as part of or in conjnnction with any other 
rental income insurance carried by the Lessee. 

(c) Pavmcnt of Net Proceeds. The Net Proceeds of such rental intenuption insurance shall be paid 
to the Bank to be credited towards the payment of the Lease Payments in the order in which such Lease Payments 
come due and payable. 

SECTION 4.3 General Insurance Provisions. , 

(a) Pavment of Premiums. The Lessee shall pay or cause to be paid when due the premiums fbr all 
insurance policies required by this Lease . 

(b) S e l f a n c e .  The Lessee may only self insye pursuant to Sections 4.1,4.2 and 4.3 hereof if 
and to the extent such self-insurance method or plan of protectim shall afford reanonable protection to the Bank 
in-light of dl circumstances, giving consideration to cost, availability and similar plans or methods of protection 
adopted by other cities in the State other than the Lessee. hurance provided through a California joint powers 
authority of which the Lessee is a member or with which the Lessee contracts for insurance shall be deemed to be 
self-insurance for purposes hereof. Any self-insurance maintained by the Lessee pursuant to this Article IV shall 
comply with the following terms: 

(1) The self-insurance program shall include an actuarially.suud *, nerve 
fund out of which each self-insured claim shall be p d ,  the adequacy of such b d ; & a l l  be evaluated on 
an annual basis by an independent insurance consultant; and any deficiencies m ariy self-inswed claims 
resenie fund shall be remedied in accordance with the recornendation of such iiidependent insurance 
consultanr; 

(3) In the event the self-insurance program shall be discontinued, the actuarial 
souodncss of its claims reserve fim4 as determined by an iudepcndent insurance consultant, shan be 
maintained. 

ARTICLE V 

DAMAGE, DESTRUCTION AND EMINENT D O W ,  
USE OF NET PR6CEEDS I 

SECTION 5.1 Amlication of Net Proceeds. 
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If Net Proceeds received by the Lessee are expected to equal at leaat 110% of h e  projected costs of I- 
replacement or repair, as demonstrated in an attached reconstruction budget, and, in t& went that damage, ..: 

destruction or takmg d t s  or is expected to result in an abatement of Lease Payments, suchjreplacement or repair 
can be filly completed within a period not in excess of the period in which rental internrpti+ insurance proceeds, 
as descn3ed in Section 4.2 together with other identified available moneys, wdl be avaiIable to pay in foil all Lease 
Payments coming due during such period as demonstrated in an attached rtconstruction schedule, then such Net 
Roceeds shall be used by the Lessee to replace or repair the damaged or taken f a c i ~ e s .  i 

i. 

If the Lessee cannot make the representations 
or replacement or repair of any portion of the Leased 
of the Lessee, then the Net Proceeds shall be applied to prepayment of Lease Payments as in h c l e  IX 
hereof; provided that in the event of damage or destruction in whole of the Leased 
Net Proceeds, together with any other funds then on hand are not sufficient to 
outstanding, then the Lessee shall not be permitted to certify that repair, 
Leased Property is not economically feashla or in the best interest of 
proceed to repair, replace or improve the Leased Property as 
then current Fiscal Year. 

ARTICLE VI 

COVENANTS WITH RESPECT TO THE LEASED PROPERTY 

SECI'ION 6.1 Use of the L . e d  Row. The Lessee represents and warrants d.at it has an immediate 
need for, and expects to make immediate use of, all of the Leased Property, which need is not temporary or 
expected to diminish in the foreseeable future. j 

SECTION 6.2 Interest in the Leased Pro~ertv and the Lease. 1, 
I. 

(a) Lessor Holds Leasehold Interest Durin l h i n g  the Tam of this &e, the B a d  docs and 
&ll hold a leasehold interest in the Existing Propertye TE$ssee shall take any and nd actions reasonably 
required, including but not limited to executing and filing any and all documents nasonabl ' required, to maintam 
and evidence such title and interest at all times during the Term of this Lease. 9 

la 
@) Title Transferred to Lusee at End of Term. Upon expiration of the T m  h provided in Section 

3.2@) or 3.2(c) hereof, all right, title and interest of the Bank in and to all of the ~ d e d  Property shall be 
tmnsferred to and vest in the Lessee, without the necessity of any additional document of h f e r .  

I 

SECIlON 6.3 Maintenance. Utilities. Taxes and Assessments. 

(a) Maintenance: Repair and Rmlacernen~. Throughout the Term of this Lease, as part of the 
consideration for the rental of the Leased Property, all repair and maintenance of the Leased Property shall be the 
respansibility of 'the Lessee, and the Lessee shall pay for or othenvise anange for the pay&ent of the cost of the 
repair and rtplacunent of the Leased Property resulting h m  ordinary wear and tea or wad of care on the part of 
the Lessee or any sublessee thereof. In exchange for the Lease Paymcna herein provideh, the Bank agrees to 
provide only the Leased Property, as hereinbefore more specifically sot forth. The Lessee Caives the benefits of 
subsecti011s 1 and 2 of Section 1932 of the California Civil Code, but such waiver shall not limit any of the rights 
of the Lessee under the terms of this Lease. i 

@) Tax and Aascssrncnts: Utilitv w e s .  The Lessee shall also pay or ca&e to be paid all taxes 
and assessments, including but not limited to utility charges, of any type or oatme cbarged d the Lessee or levied, 
assessed or charged against any portion of the Leased Proptrty or the respective interests or estates therein; 
provided that with respect to special assessments or other govemmental charges that mak lawfully be paid in 

i installments over a period of years, the Lessee shall be oblighted to pay only such installmlnts as are nxp-ed to - be pad  during the Term of this Lease as and when the same become due. I 



12/29/99 WED 14:39 FAX 801 524 8893 ZIONS BANK 

-F 

(c) Contests. The Lessee may, at its expense and in its name, in good faah cchvst any ouch taxes, j: 
assessments, utiIity and other charges and, in the event of any such contest, hay permit the taxes, .- 

assessments or other charges so contested to remain ~ a i d  during the perioh of such contest and 
any appeal thcr&om; provided that prior to such nonpayment it shall d h  the Bank with the 

opinion of an independent counsel acceptable to the Bank tn the effect q t ,  by nonpayment of 
any such items, the interest of the Bank in such portion of the Leased .Propexty will not be 
materially endangered and that the Leased Property will not be subject t loss or forfeiture. 

for the payment thereof in form satisfactory to the Bank. 

i, Otherwise, the Lessee shall promptly pay such taxes, assessments or chargep or make provisions 

.I 
SECTION 6.4 Modification of the Leased Rw-. : I  

(a) Additions. Modifications and ImorovemmQ. The Lessee M, at its own have the right 
to make additions, modifications, and improvements $o any p d o n  of 
are necessary or beneficial for the the of such portion of the Leased Property. 
and improvements shall thereafter comprise part of the Leased Property and 
Lease, Such additions, modifications and improvements shall not in any 
Property or cause it to be used for purposes other than those authorized 
law or in any way which would impair the State tax-exempt status or the exclusion from grots income for federal 7 income tax purposes of the interest cornponenrs of the Lease Payments; and the Leased Propepy, upon completion 
of any additions, modifications and improvements made pursuant to this Section, shall be off a value which is not 
substantially less than the value of the Leased Property immediately prior to the maktnb of such additions, 
modifications and improvements. 1 

'I 
(b) No Liens. Except for Permitted Encumbrances, the Lessee will not permit (i) any liens or 

encumbrances to be establish or remain against the Financed Property or (ii) any mechani4s or other lien to be 
esrablished or rernain against the Leased Property for labor or materials furnished in comecti!n with any additions, 
modifications or improvements made by the Lessee pursuant to this Section; provided that if'any mch mechanic's 
lien is established and the Lessee shall first notlfy or cause to be notified the Bank of the le/.see1s intention to do 
so, the Lessee may in good faith contest any lien filed or establiahea against the Leased Praperty, and in such event 
may permit the items so contested to remain undischarged and urisatisfied during the period of such contest and 
any appeal therefrom and shall provide the Bank with full security against any loss or which might arise 
fiom the nonpayment of any such item, in form satisfactory to the Bank The Bank Illy in any such 
contest. 

ordbwcu applicable to such ownership, possession, operation, and we. If cornplilmc) with any law, rule. 
mgulation, ordinance, permit, or license rtquircs changcs or additions to be made to the ased Property, such 
changes or additions will be made by the Lessee at its own expense. 

SECTION 6.6 Bank's R i d  to Perform for Lessee. If the Lessee fails to makc ymcnt or to satisfy 
any representation, covenant. wananty, or obligation contained herein or imposed 

additional rent payable by the Lessee on the Bank's demand 

not) make such payment or satisfy such representation, covenant warranty, or 
payment and the expense of any such action incurred by the Banb, as tht 

SECTION 6.7 Bank's Disclaimer of Wanantieg. The Bank has playtdno part the selection of the 
Financed Propmy, the Lessee having selected the Financed Property independently fhm The Bank at 
the Lessee's request, has acquired or arranged for the acquition of 
to the Lusce as  herein provided, the of the Financed 
Property for the Lessee. THE BANK MAKES NO WARRANTY OR 
OR WLIED, AS TO THE VALUE, DESIGN, CONDITI~N, 
-MERCHAiiABlLITY OR FITNESS FOR A\T 

1 I 
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I 

LEASED PROPERTI, AND THAT THE LESSEE IS LEASING 7 1 ~  LEASED PROFJER ! AS IS. IU evat j- 
shall the Bank be liable for incidental direct, indirect, special or consequential damages, connection with or ' 
arising out of this Lease, for the existence, furnishing, functioning or Lessee's use and pos sion of the Leased 
Property. 

L 
SECTION 6.8 Indenmification. To the extent permitted by applicable law, the ~ & e e  hereby agrees 

to indmmjly and hold harmless the Bar& its directoa, oficcrs, shueholdcrs, employees, &m8, and 
mccessora fmm and against any loss, claim, damage, expme. and liability resulting frnn i/r attributable to the 
acquisition, construction, or use of the Leased Property. Notwithstanding the foregoing, de Bank shall not be 
indemnified for any liability resulting fiom the gross negligence or wiilful misconduct of tlk Bank. 

il 
SECTION 6.9 Annual Financial Info 

' . D- the term of this Lease, the L s e e  covenants and 
agrees to provide the Bank as s o a n  as practicab= they are available; (1) a copy of fvul annual 

reports the Bank may request fiom time to time. 
budget for each 6scd year; (ii) a copy of the Lessee's most recent financial statements; 

ASSIGNMENT AND SUBLEASING 1 1  
SECTION 7.1 Assiment bv the Bank. The parties hereto agne that all 

be assigned, transferred or otherwise disposed of, either in whole or in part, provided 
assignment, transfer or other disposition is given to Lessee at least five.(5) days prior 

/ SECTION 7.2 Assi~ment  and Subleasin? bv the Lessee. The Lessee may 
6 sublease all or any portion of the Leased Property unless both of the following shall (i) the Bank 

shall have consented to such assignment or sublease; and (io the Bank shall have received 
the Bank that such assignment or sublease: (A) is authorized under applicable state law, (B) not adversely affect 
the validity of this Lease, and (C) will not adversely affect the excfusion &om gross federal income tax 
purposes of the interest components of the Lease Payments. ; 

EVENTS OF DEFAlKT AND REMEDIES 11 
SECTION 8.1 Events of Defhlt D w .  The foflowing shall be "evs3*s of &&t" under this Lease 

and the terms "events of default" and "defaulr' shall mean, whenever they are used m this L se, any one or more 
of the following events: 

(a) Pavmcnt Default. Failm by the Lessee to pay any Lease required to be paid 
hereunder by the corresponding Lease Payment Date. 

Cb) Covenant Defmlt. Failure by 
covena~& condition or a g e a n t  on its p 
hereto other than as referred to in clause (a) 
ape-g such faiIure and requesting 
provided, however, if the failure stated 
Bank s M  not unreasonably withhold 
instituted by the Lessee within the appiicablc period 

(c) Badamptcv or Insolvennr. The fling by the Lessee of a case bankruptcy, or the 
subjection of any right or interest of the Lessee uhder this Lease to any exedkion, gmshment or 
attachment, or adjudication of the Lessee ar a bankrupt, or assignment by the ~ 4 e e  for the benefit of 
creditors, or the entry by the Lessee into an ag~~exnent of composition with crcditdk, m fhc approval by 
a court of competent jurisdiction of a petition applicable to the vessce in any proccvgs  instituted under , 
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the provisions of the federal badcmptcy code, as amended, or under any similar may henafter 
be enacted 

SECTION 8.2 Remedies on Default. Whenever any event of default 
shall have happened and be continuing, it shall be lawful for the Bank to exercis 
pursuant to law or granted pursuant to this Lease. Notwirhstanding anything 

AND PAYABLE. 

SECTION 8.3 P o  Remedv Exclusive. No remedy confaed herein 
intended to be exclusive and every such remedy shan be cumulative and shall be 
given under this Lease or now or hereafter existing at law or in equity. No delay 
or power accruing upon any default shall impair any such right or power or 
thereof, but any such right and power may be exercised fiom time to time and as often as 
In order to entitle the Bank to exercise any remedy rewed to it in this Article it shall 

notice, other than such notice as may be requircd m this Article or by law. 

SECTION 8.4 Aercement to Pav Attomevs' Fees and Exuenses. In the event party to this Lease 
should default uncler any of the provisions hereof and the nonddaulting party shouId 
other expenses for the collection of moneys or the enforcement of performance or 
agreement on the part of the defaulting party contained herein, the 
demand to the nondefaulting party the reasonable fees of such attorneys and 
the nondefaul ting party. 

ARTICLE IX 11 
PREPAYMENT OF LEASE PAYMENTS 

SECTION 9.1 Extraordinarv I'rmament From Net Proceeds. The Lessee 
the Lease Payments in whole or in part on any Lease Payment Date, !?om an 
or other moneys pursuant to Section 5.1 hereof. The Lessee and the Bank 
other moneys shall be credited towards the Lessee's obligations hereunder (exc 
of the Lease Payments in whole) pro rata among Lease Payments so that fall 
annual Lease Payments will be proportional to the initial annual Lease P 

SECTION 9.2 avment. Subject to the tams and conditim of this S 
moplion to the Lessee toEy in whole or impart on any L e a s e ~ a d ~ a t e  at a 
outstanding principal component of the Lease Payments, without premium, phts 
of the Lease Payments to such prepayment date. 

ARTICLE X 1.1 
MISCELLANEOUS I 1 

writing addressed to the nspectivc 
notice is intended shall have 
served, telecopied, or sent 

EsLE~~s ee: 

Zions First National Bank City of $.I Paso de Robles 



ZIONS BANK 

Investment Division 1000 Spring Street 
Gateway Tower East, ThirleMlth Floa  Paso Robles, CA 93446 
Salt Lake City, Utah 84133 
Attention: Robert Howell Attention:Vita CMrming 

Such notices shall be deemed to have been given: (a) if delivered in p m n ,  delivered; (b) if 
delivered by telecopy, on the date of transmission if transmitted by 4:00 p.m. (Salt Lake 
Day or, if not, on the next succeeding Business Day; (c) if d e l i v d  by ovanight courier, twd Business Days after 
delivery to such courier properly addressed; or (d) if by United States mail, four Business D& aftcr depositing h 
the United States mail, postage prepaid and properly addressed. 1 

I 
SECTION 10.2 Svstem of Rehtratioq. The Lcssa shall be the Registrar for t q  Lease and the righls 

to payments hereunder. The Bank shall be the initial Registered Owner of rights to receive payments hereunder. 
If the Bank transfers its rights to receive payments hereunder, the Registrar shall note on thirt Lease the name and 
address of the transferee. 

SECTION 10.3 Instruments of Further Assurance.. TO the extent, if 
Leased Property as Lessor under this Lease is deemed to be a s d t y  interest in the PlopeTty, then the 
Lessee shall be deemed to have granted, and in such event the Lessee does hereby interest in the 
Leased Property to the Lessor,whch security interest includes proceeds, and this 
agreement under applicable law. Concurrently with the execution of this Lease, 
and filed andor recorded all financing statements, UCC forms, mortgages, deeds of trust, ?&tices, filings, andlor 
other instruments, in form required for filing andlor recording thereof, as are required under a plicable law to W y  P perfect such security interest of the Lessor in the Leased Property (collectively, "Security Doyuments"). Attached 

i hereto as Exhibit E are copies of all such Security Documents. The Lessee will do, execute, acknowledge, deliver - and record, or cause to be done, executed, acknowledged, delivered and recorded, such additional acts, notices, 
filings and instruments as the Bank may require in its sole discretion to &dace, reflcct/md perfect the tide, 
ownendup, leasehold interest, security interest and/or other interest of the Bank in 
Leaicd Property, including without limitation the filing andlor $cording of this Lease, extent necessary, 
promptly upon the request of the Bank 

SECTION 10.4 Binding Effect. This Lease shall inure b the benefit of and 
Bank and the Lessee and their respective successors and assigns. 

SECTION 10.5 ~ d m e n t s .  This Lease may be amended or moditled o y upon the written 
agreement of both the Bank and the Lessee. 

d, 
SECTION 10.6 Section Headings. Section headings a e  for reference only, an: shall not be used to 

interpret this Lease. i 
SECTION 10.7 Sevanbililv. In the event any provision of this Lease shad be held invalid or 

unenforceable by a court of competent jmisdiction, to the exant permitted by law, such hol* shall not invalidate 
or render unenforceable any other provision hereof. i 

SECTION 10.8 Entire Aereement. This Lease and the attached Exhibits constitu the entire agreement 
between the Bank and the Lessee and supmdw any prior agreement between the Bank and e Lessee with nspect 
to the Leased Property, except as is set forth in an Addendum, if any, which is made a part o ,this Lease and which 
is signed by both the Bank and the Lessee. 

i i 
SECIlON 10.09 Execution m C o u n m .  This laa may be executed in any 

each of which shall be a .  oritpal and all of which shall c o ~ t u t e  but one and the same - SECTION 10.10 +4rbitration. . To the extent pcxmdted by law, any d i m ,  
out of or based upon the terms of ihu Lease or the ~ o n s  contemplated hereby shall de settled exclusively 
and finally by binding arbitration. Upon written demand for arbitratidn by any party hereto, the parties to the 

17 

- -  ---- 
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1 P. dispute shall confer and attempt in good faith to agree upon one arbitrator. Ifthe parties hav not agreed upon an :.: 
arbitrator within thirty (30) days after receipt of such written demand, each party to the dispite shall appoint one :r 

arbitrator and those two arbitrators shall agree upon a third arbitrator. Any arbitrator or arb trators appointed as 
provided in this section shall be selected fiom panels maintained by, and the binding arbitratiq h shall be conctucted 
in accordance with the commercial arbitration rules of, the American Arbitration Associati n (or any successor 
organization), and such arbitration shall be binding upon the parties. The arbitrator or arbi tors shall have no 
power to add or detract from the agreements of the parties and may not make any mling or award that does not f conform to the terms and conditions of this Lease. The arbitrator or arbhators shall have no authority to award 
punitive damages or any other damages not measured by the prevailiug party's actual damagIs. Judgement upon 
an arbitration award may be entered in any court having jurisdiction. The prevailing p in the arbitration 
proceedings shall be awarded reasonable attorney fees and expert witness costs and the arbitrator 
or arbitrators shall for good cause determine otherwise. I 

SECTION 10.1 1 year 2000 Comoliance . 
The Lessee has reviewed areas within its business and operations which could be expected to be 
adversely affected by, and has developed a plan (the 'Year 2000 Plan'') to 
Roblem" (that is, the risk that computer applications, networks, equipment, 
embedded chip technology ["Idormation Systems"] wed by the Lame may be unable to 
properly date-sensitwe h t i o n s  involving certain dates prior to and any date after 
of its Year 2000 Plan, the Lessee: 

(i) is in .the process of conducting a detailed inventory and assessment of an cmnponehts of its Infonnatioi~ 
Systems to ensure that they are Year 2000 compliant; I 

. I 
(ii) has initiated a process to determine whether its material suppliers, vendors, and dmtomers have taken 
meaningfix1 steps to become Year 2000 compliant on a timely basis; I 

I (iii) has-requested and received, or will pmsue receipt of, written codinnation qom all vendors and 
suppliers of any component of its Wonnation Systems-that thtir products suppliyd to or used by the 

- Lessee ire Year 2000 compliant; and i 
(iv) is developing and implementing a feasible contingency plan to 
nnimpaired conduct of its business and operations in the event of failure of the 
such third parties or of its own Wonnation Systems. 

The Lessee does not reasonably anticipate that the Year 2000 Problem will have a material' verse effect on the 
abdity of the Lasee to conduct its business or operations or to perfom ib olgations llacf!&. 

SECTION 10.12 AuuLicabIc Law. This Agrctmmt shall be governed by and construed in accordance 
with the laws of the State of California. I 
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IN WITNESS WHEREOF, the Bank has caused this Lease to be executed its name by its duly - 
authorized officer, and the Lessee has caused this Lease to be executed in its name by its duly authorized oficcr, 
as of the date first above written. 

ZIONS FIRST NATIONAL B a~ Lessor 

Authorized Officer 

By:: 

CrrY OF EL PASO D, t ROBUS, as Lessee 
I 

By: I 
~ n t h o d e d  Officer 

Title 1 
1 .  
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SCHEDULE OF LEASE PAYMENTS 

I 

1. Interest. Interest componmh have been computsd at the rate of 5.28 pacent 
based on actual number of days elapsed during a 360 day year (the "Stated Interest 
in the event: (A) the Lease to which this Exhibit is attached and the 
not constitute a "qualified tax-exempt obligation" within the meaning of 
Code of 1986, as amended (the "Code"); (B) the interest 
gross income of the owner thereof for federal income 
federal and state corporate income tax rate applicable to 
tax laws, including without limitation the adoption of a 
50% or more of its tax benefit in owning the Lease, then 
rate equal to Che suxn of: ( I )  the Stated Interest Rare 

2. Payment Dates and Amounts. 
3. 

[SEE ATTACHED SCHEDULE OF PAYMENTS] 
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ExHrBrr B 

SClWTlON OF THE EXSTING PROPERTY. IF A\JY 

NONE 

DESCRIPTION OF TH3 FINANCED PROPERTY 

The 'teased 
above. 

DESCRIPTION OF THE LEASED PROPERTY 

shall consist of the "Existing Proputy," if any, and the "Financed 



12/29/99 WED 1 4 : 4 3  FAX 801 524 8693 ZIONS BANK 

RESOLUTION OF GOVERNING BODY 

A resolution approving the form of the Lease/Purcbase Agreement 
National Bank, Sait Lake City, Utah and authorizing B e  execution and 

I 
Whereus, City Council (the " G o v d g  Body") has determined that a true and very a1 need to exi& far 

the leasing of the property described in the Leasepurchase Agreement presented to this me f ting; and 
I 

Whereas, the Governing Body has reviewed the form of the Lcase/Pudrm ~grec&nt and has found the 
terms and conditions thereof acceptable to City of El Paso de Robles (the "Lessee"); and 

Whereus, the Gov&ing Body has taken the necessary steps under applicable law to &ang= for the leasing 
of such properly under the LeaseIPurchase Agreement; and I 

miereas, pursuant to Section 265@)(3) of the lntMnsl Revme Code of 1986, as ended (the "Code"), 
under certain circumstances, certain obligations the interest on which is exempt fiom fede b income tax under 
Section 103 of the Code may be designated by the issuer thereof as "qualified tax-exempt bb~i~ations," thereby 
allowing certain fmancial institutions that are holdm of such qualified tax-exempt obligation$ to deduct for federal 
income tax purposes a portion of such insbtution's interest expense that is allocable to such qualified tax-exempt 
obligations, all as determined in accordance with Sections 265 and 291 of the Code. 

Be it I-esolved by the Governing Body as follows: 

SECTION 1. The tenns of said Lease/Purchasc A ~ e e m t n t  are in the best 
the leasing of the property described therein. 

: SECTION2. The oficew of the Lessee an h&by authorized to 
Leas- Agreement in subslantiaIly the fonn 
to the consummation of the transactions 
Lessee. The officers of the Lessee may make such changes ta the 
necessary or desirable, such approval to be conclusively 

to fulfill all obligations under the terms of the Lease/Purchasc Agmment. I 
SECTION 4. Based on the following representations, thc interest the lease payments 

under the Leasehchase Agreement are hereby designatad as "qualified within the 
meaning of Section 265(b)(3) of the Code: (i)  such lease payments art not 
of Section 141 of the Code, (ii) the Lessee reasonably antiqates that it, together with its su ordinate entities, will 
not issue during the cumnt calendar year obligations (other than those obligations describe a in clause (iii) below) 
the interest on which is excluded fiom gross income for fedaal income tax purposes under ~dction 103 of the Code 
which, when aggregated with all obligations described in claase (ii) above, will exceed ah aggregate principal 
amount of S 10,000,000; (iii) and notwithstanding clause (ii) above, Lessee and its subordidate entities may bave 
issued in the c-t calendar year and may continue to issue during the mnainder of the k-t calendar year 
private activity bonds other than qualified 501(s)(3) bonds as defined in Section 145 of td Code. 

Adopted and approved this - day of 
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Attest: 

BY 

Print Name 

Title 
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STATE OF CALIFORNIA 

COUNTY OF SAN LUIS OBISPO 

ZIONS BANK 

I, hereby certify th.t I am tho duly quaked and acting 
of City of EI Paso de Robles (the "Lessee"). 

(Title) i 
I further certify that the above and forcgomg instrument constitutes a true and comct of the minutes of 

a regular meting of the govcrni~g body including a Resolution adopted at said meeting held on 

my office on 
minutes and Resolution are officially of record in my possession, and that a copy of said ~esolutibn was deposited in 

I 
In wimess whereox I have hereunta set my hand on behalf of the Lessee this > 

199-. 
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i?xaBIT D 
Opinion of Lessee's Counsel 
(Use Attorney's Letterhead) 

I- 
1 o: Zions First National Bank 

One South Main Street, Suite 1390 
Salt Lake City, Utah 841 1 1 

Gendrmen: 

As counsel for City of El Paso de Roblea ("Lessee"), I have examined duly e 1 cuted originals of 
Lase/Purchase Agreement (the "Lease") dated January 5,2000, between the Lessee and Zions F d t  National Bank, Salt 
Lake City, Utah ("Bank"), and the proceedings taken by Lessee to authorize and execute the Lease (the "Proceedings"). d Based upon such examination as I have deemed necessary or appropriate, I am of the opinion t: 

i 

1. Lessee is a body corporate and politic, legally existing under the laws of the S te of California 

2. The Lease and the Proceedings have been duly adopted, authorized, execu and delivered by 
Lessee, and do not require the seal of Lessee to be effective, valid, legal, or binding. 

3. 

1 L 
The governing body of Lessee has complied with all applicable open public m , g and notice laws 

and nquiremcntswith respect to the meeting at which the Proceedings were adopted and the Lesgee's execution of the 
Lease was authorized. 

- 4. The Lease is a legal, valid, and binding obligation of Lessee, enforceable in acc ;I rdance with its terms 4 
except as limited by the state and federal laws affecting remedies and by bankruptcy, reorganization, or other laws of 
general application affecting the enforcement of creditor's rights generally. I 

I 
I 

15. The Lease is in accmdance with and does not vioIa$ the uwry statutes ofthe ptate of California, if 
any. - I 

t - 5. Either there are no procurement or public bidding laws of the State applicable to the yqmition and leasing 
of the Leased Property (as defined in the Lease) from the Bank under the Lease, or the acquisi and leasing of the 
Leased Property h m  the Bank under the Lease comply with all such p r o m m ~ l l t  and public laws as may be 
applicable. 

6. There are no legal or govamnental proceedings or litigation p e w  or, to 
threatened or contemplated (or any basis therefor) whenin an unfavorable decision, ruling or might adversely 
affect the transactions contomplated in or the validity of the Lease. 

The adoption, execnuon andlor dclivcry ofthe L m e  and the Proceedings, aud the confplimse by the Leasee 
with their provisions, will not conflict with or constitute a breach of or default under any court decree or order or any 
agmmmt, indenture, lease or other insttummt or any existing law or ' ' . ' tive regulation., dcree or order to which 
the Lessee is subject or by which the Lessee is or may be bound. I 

Attorney for ~esset? 
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EXHIBIT E 

S E m  DO CUM^^ 

[Attach Security Documents here] 




