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AND
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LFEASE AGREEMENT ¢
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SERIES 1984

The manually executed counterparts of this Lease Agreement axe
serially numbered from 1 to . The rights, titles and interests
of The Industrial Development Board of the Town of Calera under
and to this Lease Agreement have been assigned to First Alabama
Bank, as Trustee under a Mortgage and Indenture of Trust dated as
of November 1, 1984, from the Industrial Development Board of the
Town of Calera to such Trustee, as amended or supplemented from
time to time. In connection with such assignment, in order to
perfect its interests herein, the said Trustee has taken posses-
sion of Counterpart No. 1 of this Lease Agreement and filed
financing statements under the Uniform Commercial Code 1in the

of fice of the Judge of Probate of Shelby County and in the office
of the Secretary of State of Alabama. Any further assignment of
rights, titles and interests shall be void unless evidenced by
such transfer of possession of such Counterpart No. 1. Infor-
mation concerning such assignment may be obtained from the Trustee
at its principal corporate trust office in the City of Birmingham,
Alabama.

This Instrument was Prepared by:

Johnnie Frank Vann

Lange, Simpson, Robinson & Somerville
1700 First Alabama Bank Building
Birmingham, Alabama 35203
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LEASE AGREEMENT, dated as of November 1, 1984, between The
Industrial Development Board of the Town of Calera (the "Lessor"),

a public corporation duly organized and existing under the
constitution and laws of the state of Alabama, and Alabama

pynamics, Inc. {the "Lessee"), 2 corporation, organized and
existing under the laws of the State of Alabama.

WITNEUSBSSETH:

_—;-—---—-_ﬂ--l---

WHEREAS, the Lessor was organized pursuant to the provisions
of Act No. 648 adopted at the 1949 Regular gession of the Legils-
lature of the State of Alabama, approved September 19, 1949, as
amended (said Act being codified as Chapter 54, Article 4, Code
of Alabama, 1975 and hereinafter sometimes referred to as the

"ACt"T: and;

WHEREAS, under the Act the Lessor has the following, among
other powvers:

(a) to acquire land and buildings and other improvement s
thereon and machinery and equipment in order to promote industry.
develop trade and further the use of the agricultural productis and
natural resources of the State of Alabama (the "State"), by
inducing manufacturing, industrial, commercial and research enter-
prises to establish new project s within the State?

(b) to enlarge and expand existing project s located in the
State and to lease the same as a project: and,

WHEREAS, the Lessor is authorized by the Act to lease to
others any or all of its projects for such rentals and upon such
terms anhd conditions as the Lessor may deem advisable, and to
i ssue industrial development revenue bonds payable solely from the
leabe revenues and receipts from, and secured by, a first mortgage
on land, buildings, machinery and equipment and other improvements
acquired with the proceeds of the sale thereof: and.

WHERFAS, the Lessor has made the necessary arrangement s with
the Lessme for acquiring real property and equipping thereon an
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industrial facility for metal fabrication and heavy to medium
machining (the said real property, equipment and improvements

be ing hereinafter referred to as the "Project"), which will be of
the character and accomplish the purposes provided by the Act;
and

WHEREAS, the Lessor proposes to undertake the ProJect as an
authorized project under said Act and to finance the cost therefor
by the issuance of its bonds under the Indenture, (as hereinafter

‘defined); and,

WHEREAS, all Bonds issued under said Indenture will be
secured by a first mortgage on the Project, by a pledge of this
Lease Adreement, and by a pledge of the revenues and receipts
derived by the Lessor from the leasing or sale of said Projecty
provided that said Bonds never shall constitute the debt or
indebtedness of the City of Calera (the "City"), within the
meaning of any provision or limitation of the constitution or
statutes of Alabama, and shall not constitute or give rise to a
pecuniary liability of the Lessor, its members or the City or a
charge against its or their general credit or the taxing powers of
the City; and,

WHEREAS, the Bonds will be further secured by the joint,
several and unconditional guaranty of payment of principal of and
interest on the Bonds by Alabama Dynamics, Inc., an Alabama
corporation and Gene Ernest and his wife, Barbara Ernest; and

WHEREAS, the Lessor desires to acquire, construct and lease
the Project to the Lessee and the Lessee desires to lease and rent
from the Lessor said Project upon the terms and conditions as
hereinafter in this Lease Agreement set forth;

NOW, THEREFORE, in consideration of the premises and of the

covenants hereinafter set forth, the parties hereto do hereby
covenant, agree and bind themselves as follows, to-wit:

ARTICLE I

DEFINITIONS

Section 1.1 Definitions. In addition to the words and terms

elsewhere defined in this Lease Agreement, the following words and
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terms, as used in this Lease Agreement, shall have the following
meanings unless the context or use indicates another or different

meaning or intent:

"Act®™ means Act No. €648 enacted at the 1949 Regular Session
of the Legislature of Alabama, as heretofore amended, said Act
being codified as Chapter 54, Article 4, Code of Alabama_ 1975.

"additional Bonds" means the additional parity bonds author-
ized to be issued pursuant to Section 206 of the Indenture.

"Authorized Lessee Representative" means the person at the
time designated to act in behalf of the Lessee by written certifi-
cate furnished to the Lessor and the Trustee signed on behalf of
the Lessee. Such certificate may designate an alternate or
alternateese.

"authorized Lessor Representative" means the person or
persons at the time designated to act on behalf of the Lessor by
written certificate furnished to the Leseee and the Trustee and
signed on behalf of the Lessor by its Chairman, Vice Chailrman, or
Secretary.

"Bage Rate" means that rate established from time to time and
announced by First Alabama Bancshares, Inc., a Delaware corpora-
tion, as its "commercial base rate", such rate being an index for
establishing variable interest rates on loans of affiliates of
First Alabama Bancshares, Inc., or if no such rate is then an-
nounced, such other comparable rate which serves as the basis upon
which effective rates of interest are calculated for those making
reference thereto.

"Bonds" shall have the same meaning as described in the form
of Bonds eet forth in the Indenture.

"Bond Fund" means the Fund created in Section 502 of the

Indenture.
)

"Building" means that certain building and all other -
facilities forming a part of the Project and not constituting part
of the Leased Equipment which are required by Section 4.1 hereof
to be constructed on the Leased Land, as they may at any time
exlist.

"City“ means the City of Calera, a municipal corporation
organized and existing under the laws ¢of the State.

"Code" means the Internal Revenue Code of 1954, as amended
and at the time in force and effect.




"Completion Date" means the date of completion of the
acquisition, construction, equipping and improvement of the

Project as that date shall be certified as provided in Section 4.5
hereof.

"Construction Fund" means the fund created in Section 601 of
the Indenture.

"Construction Period" means the period between the beginning
of construction or the date on which the Bonds are first delivered

to the purchasers thereof, whichever is earlier, and the
Completion Date.

"Cost of Construction” with respect to the Project shall be
deemed to include the following:

{(a) obligations of the Lessor or the Lessee
incurred for labor and materials {including
reimbursements payable to the Lessor or the Lessee
and payments on contracts in the name of the Lessor or
the Legssee) in connection with the acquisition,
improvement and equipping of the Project;

(b) the cost of contract bonds and of insurance of
all kinds that may be required or necessary during the
course of construction of the Project;

sook 00T ex 74

{c) all costs of engineering services, including
the costs of the Lessor or the Lessee, for test borings,
surveys, estimates, plans and gpecifications and prelim-
inary investigation therefor, and for supervising
construction, as well as the performance of all other

duties required by or consequent upon the proper con-
struction of the Project:

{d) all expenses incurred in connection with the
issuance of the Bonds, including, without limitation,
compensation and expenses of the Trustee, legal
expenses and fees and recording and filing fees;

(e} all other costs and allowances which the
Lessor or the Lesgsee may properly pay, accrue, oOr
incur with respect to the acquisition, construction,
installation and equipping of the Project; and
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the Lesse

any sums required to reimburse the Lessor oOr
e for advances made by either of them for any

of the above items, or for any other costs incurred, and
for work done by either of them which are properly
chargeable to the Project.

"County" means Shelby County, Alabama.

"Determination of Taxability" means a final determination
that interest on the Bonds is subject %o federal income taxation
for any reason other than the circumstances described in sect ion
103(b3(13) of the Code. such a determination shall be deemed to
have been made upon the occurrence of either of the feollowing:

(a)

5

{b)

(c)

the date on which the Lessee or the Trustee
shall be advised by private ruling, techni-
cal advice or other written communication
from an authorized official of the Internal
Revenue Service that interxest on the Bonds
is subject to federal income taxation;

the date on which the Lessee or the Trustee
ahall receive from a Registered Owner of the
Bonds notice in writing that the Registered
Owner has been advised by an authorized

of ficial of the Internal Revenue Service that
interest on the Bonds is subject to federal

income taxation; oOr

the date which the Trustee receives an
opinion of a nationally recognized bond
counsel that interest on the Bonds 1s
subject to Federal income taxation.

"pvent of Taxability” means the occurrence of any event or

the existence
the fact that
forth in this
Lessee of any

of any circumstances (including, without limitation,
any representation or warranty of the Lessee set
Leagse Agreement is untrue or the breach by the
covenants of the Lessee herein set forth) whigh has
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the effect of causing the interest payable on the Bonds to become
includable in the gross income of the holders thereof for federal
income taxation purposes (other than a holder whe is a Substantial
User of the Project or a Related Person). The date of an Event of
Taxability shall be the effective date as of which such interest
became subiject to taxation.

"Covernment Obligations” means obligations of the United
States of America for the payment of which the full faith and
credit of the United States of America is pledged, or which are
fully and unconditionally guaranteed as full f.iith and credit
obligations by the United States of America.

"Guarantors" means Alabama Dynamics, Inc., an Alabama ’
corporation, and Gene Ernest and his wife, Barbara Ernest.

"Guaranty" means that certain guaranty agreement dated as
of November 1, 1984, by Alabama Dynamics, Inc., an Alabama
corporation, and Gene Ernest and his wife, Barbara Ernest, as
guarantorg, and the Trustee for the benefit of the registered
owners of the Bonds.

"Indenture" means the Mortgage and Indenture of Trust dated
as of November 1, 1984, between the Lessor and the Trustee, as
trustee, pursuant to which the Bonds are authorized to be issued,
the Project mortgaged, the interest of the Lessor in this Lease
Agreement, and the revenues and receipts of the Lessor in respect
of the Project, as in this Lease AgQreement provided, are to Dbe
pledged and assigned as security for the payment of principal of
and interest on the Bonds, and including any indenture supple-
mental thereto.

"Independent Counsel” means an attorney or firm of attorneys
duly admitted to practice law in any state of the United States
and not in the full time employment of either the Lessor or the
Lessae.

*Independent Engineer" means an engineer or architect or
engineering or architectural firm registered and qualified to
practice the profession of engineering or architecture under the
laws of Alabama and not in the full time employment of either the
Lessor or the Lessee.

"l.Lease Aqreement” or "Lease" means this Lease Agreement
entered into by and between the Lessor and Lessee as of November
1, 1984, and including any amendments or supplements thereto.
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"Tease Term” means the duration of the leasehold estate
created in this Lease Agreement as specified in Section 5.1

hereof.

"leased Equipment™ means (i} those items of machinery,
equipment and other tangible personal property required or
permitted in Section 4.1(b) to be acgquired with proceeds from the
sale of the Bonds or the proceeds of any payment by the Lessee
pursuant to the provisions of Section 4.6 hereof, which property
is described generally in Exhibit B hereto, {(ii) any item of
machinery, equipment or tangible personal property acguired in
substitution for, or as a renewal or replacement of, or a modifi-
cation or improvement of any Leased Eguipment, pursuant to the
provisions of Sections 6.1, 6.7(a), 7.1 and 7.2 hereof, {(iii) any
machinery, equipment or other tangible personal property acquired
by the Lessor pursuant to the provisions of Section 8.4 hereof.
"Leased Equipment" shall not include such machinery, equipment and
tangible personal property as may be purchased by the Lessee from
its own funds, or released from this Lease Agreement pursuant to
the provisions of Section 6.7 hereof, or taken by the exercise of
the power of eminent domain as provided in Section 7.2 hereof.

"Leased Land" means the real estate, interests in real estate
and other rights described in Exhibit A hereto and such other real
astate, interests in real estate and other rights hereafter
conveyed or granted to the Lessor at the request of the Lessee,
together with all additions thereto and substitutions, therefor,
less any real estate, interests in real estate and other rights as
may be released from this Lease Agreement pursuant to Sections
8.3, 8.6 and 11.4 hereof or taken by the exercise of the power of
eminent domain as provided in Section 7.2 hereof.

"Lessoe" means Alabama Dynamics, Inc., an Alabama corpora-
tion, and its successors and assigns as herein permitted.

"Lessor™ means (i) The Industrial Development Board of the
Towns of Calera and its successors and assigns, and, (ii) any
corporation resulting from or surviving any consolidation or
merger to which it or its successors may be a party.

"Local Facilities®” means facilities of which the Lessee or a
Related Perscon thereto is or will be the Principal User and which
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are located within twenty—-five miles from the corporate limits of
the City.

"Net Proceeds", when used with respect to any insurance or
condemnation award, means the gross proceeds from the insurance or
condemnation award with respect to which that term is used,
remaining after payment of all expenses (including attorney's fees
and any extraordinary fee of the Trustee) incurred in the
collection of such gross proceeds.

"Permitted Encumbrances" means, as of any particular time,
{i) mechanics' and other liens and liens for ad valorem taxes
permitted to exist as provided in Sections 6.1 and 6.2 hereof,eor
not then delinguent, (ii) this Lease Agreement and the Indenture,
(ii1i) utility, access and other easements and rights of way,
restrictions and exceptions that an Independent Engineer certifies
will not interfere with or impair the operations being conducted
in the Building (or, if no operationg are being conducted therein,
the operations for which the Building was designed or last
modified) or elsewhere on the Leased Land, (iv) any mechanics?',
laborers!, materialmen's, suppliers' or vendors' lien or right or
purchase money security interest in respect thereof if payment 1is
not yet due and payable under the contract in gqguestion, (v) those
exceptions under Schedule B Section 2 of the interim title
insurance binder issued with respect to the Leased Land in connec-~
tion with this transaction by a title insurance company acceptable
to the Trustee, and {(vi) such minor defects, irregularities,
encumbrances, easements, rights of way, and clouds on title as
normally exist with respect to properties similar in character to
the Project and as do not materially impair the Project for the
purpose for which it was acquired or is held by the Lessor.

"Plans and Specifications" means the plans and specifications
on file with the Trustee, prepared by or on behalf of the
Lessee, for the Project, as the same may be revised from time to
time by Lessee in accordance with the last paragraph of Section
4,1 hereof.

"Principal User" means a "principal user" as that term is
used in Section 103(b}{(6) of the Code and the applicable
regulations promulgated thereunder.
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"Project" means the Leased Land, the Building and the Leased
Equipment, as they may at any time exist.

“Prﬂject'Costs“ means those cogstsg for which payment is
specified in Section 4.3 hereof.

"Related Person" means a "related person” as that term is
defined in Section 103{(b) of the Code.

"State" means the state of Alabama.

"Substantial User" means a "substantial user"™ as that term is
used in Section 103(b) of the Code and the applicable regulations
promulgated thereunder.

"Trustee” means the First Alabama Bank and its successors and
any corporation resulting from or surviving any consolidation or
merger to which it or its successors may be a party and any
successor trustee at the time serving as successor trustee
hereunder.

"Unimproved” when used with reference to the Leased Land
means any part or parts of the Leased Land upon the surface of
which no part of a building or other structure rests.

ARTICLE 11
REPRESENTATIONS AND WARRANTIES

Section 2.1 Representations and Warranties by the Lessor.
The Lessor represents and warrants that:

(a) The Lessor is a public corporation and an instrumen-
tality of the State, duly organized and wvalidly existing under the
Act. Under the provisions of the Act, the Lessor has the power to
enter into the transactions contemplated by this Lease Agreement
and to carry out its obligations hereunder. The Lessor is not in
defawlt under any of the provisions of its certificate of incor-
poration, hy-laws or of the laws of the State. By proper -~
corporate action, the Lessor has duly authorized the execution and
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delivery of this Lease Agreement. Subject to Section 9.3 nereof,
the Lessor agrees that it will do or cause to be done all things
necessary to preserve and keep in full force and effect 1ts
exlstence.

(b) By resolution duly adopted on July 10, 1984, the
Lessor took affirmative action providing for the financing of the
Project through the issuance of the Bonds. Based upon the
Lessee's representations, the Lessor has found and does he reby
declare that the issuance of the Bonds and the use of the proceeds
derived from the sale of the Bonds to pay the costs of acquiring,
constructing, equipping and improving the Project, and the leasing
of theesame to the Lessee, will result in the promotion of the
public good and general welfare, trade, commerce, industry and
employment opportunities and the promotion of the general welfare
of the City and State, and the Lessor, in issuing the Bonds, will
be acting in furtherance of the public purposes for which it was
¢reated.

{¢) The Lessor proposes to provide funds for the
acquisition, construction, installation and equipping of the
Project, as may be necessary, and has agreed to lease the Project
to the Lessee, all as hereinafter provided.

{@) The Project will constitute a "project” within the

meaning of the Act.

(e) Notwithstanding anything herein to the contrary, it is
the intention of the Lessor that any obligation it may hereby
incur for the payment of money shall not be a general debt on its
part but shall be payable solely from proceeds derived from this
Lease Agreewment, the sale of th2 Bonds and the insurance and’
condemnation awards as herein provided.

(f) Prior to, or simultaneously with the delivery of this
Lease Agreement, the Leased Land has been conveyed to the Lessor
with such improvement s as may exist thereon: the Lessor will com-
mence and thereafter complete the construction of the Building:
the Lessor will acquire and install the Leased Eguipment in the
Building or on the Leased Land: will acquire, install and con-
struct all personal property deemed necessary by the Lessee for

10
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the Project; and, will lease the Project to the Lessee on the
terms hereinafter set forth, all for the purpose of creating em-
ployment, promoting industry and developing trade in the City by
inducing the Lessee to locate and operate the Project within
twenty-five miles of the corporate limits of the City, and to fur-
ther the use of the agricultural products and natural resources of

the State.

(g) The Indenture will be delivered by the parties thereto
and the Bonds will be issued and delivered by the Lessor contemp-
oraneously with the delivery of this Lease Agreement.

(h) The Bonds are issued under and secured by the Indenture,
pursuant to which the Lessor's interest in the Project is
mortgaged, its interest in this Lease Agreement is assigned and
the revenues and receipts derived by the Lessox from the leasing
or sale of the Project, are pledged to the Trustee as security for
the payment of the principal of and interest on the Bonds.

(i} The Project is located wholly within the corporate
limits of the City or within twenty-five miles therefrom and not
within the corporate limits or police juriediction of any other

city or town in the State.

(j) Neither the nature of the Lessor nor any of its
activities or properties, nor any relationship between the Lessor
and any other person, nor any circumstance in connection with the
{ ssiance of the Bonds is such as to reqguire the consent, approval
or authorization of, or the filing, registration or gualification
with, any governmental authority on the part of the Lessor in
connect ion with the execution, delivery, and performance of this
leage and the Indenture or the issuance of the Bonds, other than
{i) the filing of the information required by Section 103(1)(2) of
the Code {Internal Revenue Service form 8038), and (ii} the filing
of the notification required by the provisions of sections 8-6-110
et segq., of the Code of Alabama, 1975.

¢
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(1) Neither the execution and delivery of the Bonds, this
Lease, and the Indenture, nor the consummation of the transactions
contemplated hereby and thereby, nor the fulfillment of or
compliance with the terms and conditions of the Bonds, the
Indenture and this Lease, will constitute or result in a violation
or breach of or default under, or result in the creation of a lien
or encumbrance (other than a Permitted encumbrance) upon any
property of the Lessor under, the provisions of any charter
instrument, by-law, indenture, mortgage, deed to secure debt,
security agreement, promissory note, lease or other agreement or
instrument to which the Lessor is a party or by which the Issuer
is bound or any license, judgment, decree, law, statute, order,
rule ox regulation of any court or governmental authority having
jurisdiction over the Lessor or its activities or properties.,

(m) The Lessor has ismied no "obligations®™ (as that term is
used in Section 103(b)(6) of the Code), the proceeds of which have
been or will be used with respect to Loc¢al Facilities.

(n) Pursuant to Section 103(k)(2) of the Code, a public
hearing on issuance of the Bonds was held by the Lessor on behalf
of the City on November 15, 1984. Notice of the public hearing
was published in The Shelby County Reporter on November 1, 1984.
After such public hearing, the Mayor of the City approved and
consented to the issuance of the Bonds.

(o) Prior to or concurrently with issuance of the Bonds, the

Isaer will complete and file Internal Revenue Service Form 8038
as required by Section 103{(1)(2) of the Code.

(p) The Board of Directors of the Board has duly authorized
the execution and delivery by the Lessor of this Lease, the Bonds,
the Indenture and all other instruments and documents previously
or contemporaneously executed and delivered by the Lessor in
connection with the Bonds.

Section 2.2 Representations and Warranties by Lessee. The
Les=ee represents and warrant s that:

(a) The Lessee is a cnrpﬁratian, duly organized and validly
existing under the laws of the State of Alabama, is gqualified to

12
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do business and is in good standing in the State and has all reg-
nisite power to enter into this Lease Agreement and to consummate
the transactions contemplated hereby.

(b) The Lessee has, by all necessary action, duly authorized
the execution, delivery and performance of this Lease Agreement,
and when duly executed and delivered by the Lessor, this Lease
Agreement will constitute a legal, valid and binding obligation of
the Lessee.

(c) Neither the execution and delivery of this Lease
Agreement, the consummation of the transactions contemplated
hereby, nor the fulfillment of or compliance with the terms and
conditions of this Lease Agreement will conflict with, be in
violation of, or constitute a breach of, or default under, any
indenture, mortgage, deed of trust, or other contract, agreement
or instrument to which the Lessee is a party, or by which it is
bound, or constitute a default under any of the foregoing, (or 1if
such execution and delivery would constitute a breach or default,
proper waivers have been obtained )} or result in the creation or
imposition of any lien, charge or encumbrance whatsoever upon any
of the property or assets of the [Lessee under the terms of any
instrument or agreement.

{d} No unconditional commitment to acquire or purchase any
port ion of the Project which will be financed by Bond proceeds was
made by the Lessee or any related person or persons (as defined in
Section 103(b) of the Code and the Regulations thereunder) prior
to July 10, 1984.

(e) Ninety percent (90%) or more of the proceeds of the sale
of the Bonds will be used to pay those items of Costs of Construc-
tion, or portions thereof, which constitute costs of acquisition,
construction, reconstruction or improvement of land or property of
a character subject to the allowance for depreciation within the
meaning of Section 103({b)(6)(A) of the Code. None of the proceeds
of the sale of the Bonds will be used, directly or indirectly, as
working capital (as the term "working capital® is used in T-easury
Regulation 1.103-10(b)(1}(ii) promulgated under Code Section 103)
or to finance inventory.

{(f) The Lessee intends to operate the Project primarily as
an industrial facility for metal fabrication and heavy to medium
machining.

13
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from the Completion Date to the expiration or sooner termination
of the Lease Term as provided herein.

(g} Other than the Bonds, there have been no bonds or other
obligations (as the term "obligations” is used in Section
103(b) (6)Y(B) of the Code) issued or authorized to be issued by the
Lessor, the State, the City or any political subdivision of any of
the foregoing or by any public corporation, authority, agency or
instrumentality of any of the foregoing, any part of the proceeds
of which were, are or will be used with respect to facilities
located or to be located in the City or the County, the Principal
User of which facilities was, is or will be, the Lessee oOr any
Related Person or Persons.

{h) There are no other cobligations heretofore issued or to
be issued by or on behalf of any state, territory or political
subdivision of any of the foregoing which constitute "industrial
development bonds" within the meaning of Section 103{b) of the
Code and which (i) were or are to be s0ld at substantially the
same time as the Bonds, (ii) were or are to be s0l1d at
substantially the same interest rate uas the interest rate on the
Bonds, {(iii) were or are sold pursuant to a common plan of
marketing with the marketing plan of the Bonds and (iv) are
payable directly or indirectly by the Lessee or from the source
from which the Bonds are payable.

(i) No portion of the proceeds of the Bonds will be used
to provide, and the Project does not include in whole or in part
and will not be used in whole or in part as, a private or
commercial golf course, country club, massage parlor, tennis club,
skating facility (including roller skating, skateboard, and ice
skating), racquet sports facility (including handball or |
racquetball court), hot tub facility, suntan facility, or
racetrack. No peortion of the proceeds of the Bonds will be used
to provide a facility the primary purpose of which is, and no
portion of the Project is for the purpose of or will be used for
providing, retail food and beverage services, automobile sales or
service, or recreation or entertainment. No porticon ©of the
proceeds of the Bonds will be used to provide an airplane; skybox,
private luxury box, health club facility, gambling facility. or
any store the principal business of which is the sale of alcoholic
beverages for consumption off premises.

(i) No portion of the proceeds of the Sale of the Bonds will
be. used to acquire any property (or interest therein) unless the
first use of such property is pursuant to such acquisition within
the meaning of Section 103(b)(17) of the Code. Except that
proceeds may be used to acquire an existing building if the

14
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rehabilitation expenditures with respect to such building eguals
or exceeds 15% of the portion of the cost of acquiring such
building financed with the proceeds of the sale of the Bonds {as

the term "rehabilitation expenditures" is defined in Section
103{b)(17){c) of the Code).

(k) The Lessee (i) will not permit the use of proceeds of the
Bonds, or take or omit to take any other action, or permit any
action to be taken, which will cause the interest on the Bonds to
be or become subject to federal income taxes under the Code,
provided that the Lessee shall not have violated this represen-
tation if the interest on the Bonds becomes taxable to s person
who 1s a Substantial User of the Project or a Related Person, and
(1i) will file or cause to be filed with the Internal Revenue
Service or any other authorized governmental authority any and all
statement s or other instruments, if any, required under Section
103 of the Code, including the regulations thereunder, so that the
interest on the Bonds will continue to be excludable from the

gross income of the holders of the Bonds for federal income tax
purposes.

(1} None of the proceeds of the Bonds will be used to
acquire property which would cause the average maturity of the
Bonds to exceed 120% of the reasonably expected economic life of

the Project within the meaning of Section 103(b}(14) of the Code.

(m) Neither the Lessee nor the Lessor nor any agent acting
on behalf of either of them has offered the Bonds for sale to, or
soliclted ofters to buy any of the Bonds from, or otherwise
approached or neqotiated with respect to the Bonds with any
prospective purchasers other than the initial purchasers of the
Bonds. The Bonds will not be further offered for issuance or sale
"o anyone, nor will any offers be solicited from anyone to acquire
the Bonds s as to make the issuance or sale of the Bonds a
transaction not exempted by Section 4(2) of the Securities Act of

1933, as amended, from the registration requirements of Section 5
of sﬁid Act.

(n) The Lessee does not have any plans and is not a party to
any arrangement as of the date hereof which, if consummated, would
result in the Project being used by any Principal User other than
the Lessee or a Related Person.

(0) The undertakings by the Lessor to acquire, construct and
equip the Project and to lease the same to the Lessee pursuant to
this Lease Agreement have induced the Lessee to commence

operations in the State by locating the Project within the
jurisdiction of the Board.

15




ARTICLE IlI

DEMISING CLAUSES AND WARRANTY OF TITLE

Section 3.1 Demise of the Project. The Lessor demises and
leases to the Lessee, and the lessee leases from the Lessor, the
Leased Land, as more particularly described in Exhibit A hereto,
together with the Building and the Leased Equipment as more
particularly described in Exhibit B hereto, as they may at any
time exist, and all other property which, under the terms hereof,
are or subsequently become a part of the Project, subject only to
Permitted Encumbrances, in accordance with the provisions of this
Lease Agreement, including the payment of rentals and of cother
amount s as set forth in Section 5.3 hereof. p

Section 3.2 Warranty of Title.. The Lessor warrants that it
has good and marketable title to the Project, free from all
encumbrances other than Permitted Encumbrances and other than the
encumbrances set forth in the granting clauses of the Indenture,
and the Lessor. has or will promptly obtain title insurance in the
form of a Trustee title policy in the face amount of $400,000 with
respect to the Leased Land. The premiums for such insurance shall
be paid by the Trustee from the Bond Proceeds as provided in
Section 4.3 hereof. The Net Proceeds from such insurance shall be
paid into the Bond Fund and applied in accordance with Section 7.2
hereof. To the extent such insurance is available to redeem Bonds
pursuant hereto, no claim shall be made and no suit brought
hereunder against the Lessee by the title insurance company or
anyone else claiming on behalf of or by, through or under it.

Section 3.3 Quiet Enjoyment and Possession. The Lessor
covenant s and agrees that as long as the Lessee shall not be in
default under this Lease Agreement, the Lessee may peaceably and
gquietly have, hold and enjoy the Project, and that the Lessor
will, to the extent funds are made available to it for such
purposes, defend the Lessee's enjoyment and possession thereof
against all parties.

16
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ARTICLE IV

COMMENCEMENT AND COMPLETION OF THE PROJECT,
ISSUANCE OF THE BONDS

Section 4.1 Agreement to Acquire Construct and Equip the

Project. Subject to the provisions of Section 4.6 hereof the
LLesgsor agrees that it will:

{(a} Pay the costs incurred in connection with the issuance
of the Bonds:

(b) Cause the Project to be acquired, installed, equipped
and Improved as herein provided, substantially in accordance with
the Plang and Specifications:

{c)} Make, execute and acknowledge and deliver, and accept
the assignment of any contracts, orders, receipts, writing and
instructions with any other persons, firms or corporations, and in
general do all things which may be requisite or proper, all fox
acquliring, constructing, improving and equipping the Project in
accordance with the Plans and Specifications; and,

(d} Ask, demand, sue for, levy, recover and receive such
sums of money, debts, or other rights whatscever to which it may
be entitled under any contract, order, receipt, guaranty,
warranty, writing or instruction in connection with any of the
foregoing, and it will enforce the provisions of any contract,
agreement, obligation, bond or other security. Any amounts
received in connection with the foregoing, after deduction of
expenses incurred in such recovery, if received prior to the
Completion Date, shall be paid into the Construction Fund and, if
received on or after the Completion Date, shall be paid to the
Trustee and applied as prepayment of the Bonds.

The Lessor hereby makes, constitutes and appoints the Lessee,
as its true, lawful and exclusive agent for the acquisition,
constmuction, installation and equipping of the Project, and the
Lessee hereby accepts such agency to act and do all things on
behalf of the Lessor to perform all acts and agreements of the
Lessor hereinabove provided in this Section 4.1, and to bring any
actions or proceedings against any person which the Lessor might
bring with respect thereto as the Lessee shall deem proper.

17




This appointment of the Lessee to act as agent and all
authority hereby conferred are granted and conferred irrevocably
to the Completion Date and thereafter until all activities in con-~
nection with the acquisition, construction, improvement and
equipping of the Project shall have been completed, and shall not
be terminated prior thereto by act of the Lessor or of the Lessee;
it being understood that the liability of the Lessor for all acts
and things relating to the acquisition, construction, installation
and egquipping of the Project including, without limitation, the
liability to pay monies therefor, is limited solely to the avail-
able proceeds from the sale of the Bonds and any monies made
available to the Lessor by the Lessee for the purpose of extin-
guishing such liability. It is expressly provided, however, that
the Lessor retain primary legal responsibility for the expenditure
c¢f the proceeds of the Bonds; nothing herein set forth shall be
construed as relieving or derogating the Lessor's responsibility
therefor; and the Lessor shall take such action, institute such
procedures and adopt such regulations consistent with the Inden-
ture to insure that the Lessee at all times is in full compliance
herewith.

The Legsor hereby ratifies and confirms all lawful and proper
actions of, and assumes and adopts all such contracts entered into
by the Lessee prior to the effective date hereof with respect to
the Project.

e 009 bz 88

The Lesgssor agrees to continue to acquire, construct, install
and equip the Project with all reasconable dispatch, delays inci-
dent to strikesg, riots, acts of God or public enemy or any delay
beyond the reasonable control of the Lessor only excepted; but, 1if
such acguisition, construction, installation and equipping is
delayed for any reason, there shall be no resulting liability on
the part of the Lessor and no diminution in or postponement of the
amounts payable by the Lessee pursuant to this Lease Agreement.

The Lessor and the Lessee agree that the Lessee may supple-
ment, amend and add to the Plans and Specifications, and that the
Lessee shall be authorized to omit or make substitutions for com-
ponents of the Project provided with prior written consent of
Trustee (i) such changes or amendments will not change the nature
of the Project to the extent that it would not constitute a pro-
ject under the Act; and (ii} such changes or amendments will not
materially affect the ability of the Lessee to use the Project for
its intended purpose.

18
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Section 4.2 Agreement to Issue Bonds: Application of Sond
Proceeds; Additional Bonds.

600K ‘}(H]iﬁgf 89

(a) To provide funds for payment of the Cost of Constructiony
the Lessor agrees that it will sell, issue and deliver $400,000
aggregate principal amount of Bonds to the initial pukchasetrs
thereof and deposit the proceeds therefrom with the Trustee
in the Construction Fund.

{b) The Lessor agrees to authorize the issuance of additional
Bonds upon the terms and conditions provided herein and in the
Indenture. Additional Bonds may be issued for the purpose of

financing:

(i) the Cost of Construction to the extent
rhat such cost exceeds the amount in the

Construction Fund:

(ii} the cost of new construction as the Lessee
may deem necessary Or desirable, all as more
particularly provided in Section 206 of
the Indenture!

(1ii)} the refunding of all of the Bonds then
out standing of any series; or

{iv) any combination of these purposes.

If the Lessee is not in default hereunder, the Lessor agrees, OnN
request of the Lessee and with the prior written consent of the
holders of all of the Bonds at the time out standing, from time to
time, to use its pest efforts to 1issue the amount of Additional
Bondg specified by the Lessee, within the limits and under the
conditions specified above and in the Indenture, provided that 1in
the case specified in clause (ii) of this paragraph: (I) the
,essee and the Lessor shall have entered into an amendment to this
Leage Agreement TO provide for the lease of any improvements to
the lLessee at a rental rate providing for additional payments in
an amount at least sufficient to pay the principal of, interest,
and premium, if any, on +he Additional Bonds as the same shall
mature and become due, and to make all other regquired payments
under such amendment., (11} substantially all of the proceeds of

19
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the Additional Bonds shall be used for land or property of a
character subject to the allowance for depreciation within the
meaning of Section 103(b){6) of the Code, and (III) the Lessor
shall have otherwise complied with the provisions of the Indenture
with respect to the issuance of such Additional Bonds.

Section 4.3 Disbursements from the Construction Fund. The
Lessor will, as provided in Section 602 of the indenture,
authorize and direct the Trustee to use or direct the use of the
monies in the Construction Fund for the following purposes:

(a) Payment of the fees of recording the deed whereby the
Project shas been or is to be conveyed to the Lessor and the fees
for recording this Lease Agreement, the Indenture, any other e
agreements contemplated hereby, and any title curative documents
needed to perfect or protect the title of the Lessor to the
Project, and the fees and expenses in connection with any actions
or proceedings that the Lessee may deem desirable to bring in
order to perfect or protect the title of the Lessor to the
Project, including the expenses in connection with the title
insurance policy required to be provided by Section 3.2 hereof;

(b} Payment to the Lessee and to the Lessor, as the case may
be, of such amounts, if any, as shall be necessary to reimburse
the Lessee and the Lessor in full for all advances and payments
made by them, or either of them, or for their accounts, at any
time prior to or after the delivery of the Bonds, for expenditures
in connection with the acquisition by the Lessor of title to the
Project, the preparation of the Plans and Specifications, acquir-
ing, constructing, improving, and equipping of the Project or any
one or more of said expenditures {including architectural, engi-
neering and supervisory services with resapect to any of the fore-—
going)}, provided, that each payment shall be made only upon re-
ceipt by the Trustee of a statement therefor approved in writing
by the Authorized Lessee Representative:

(c) Payment of the initial or acceptance fee of the Trustee,
legal and accounting fees and expenses, and costs incurred in
connection with the authorization, sale and issuance of the Bonds,
the Indenture, this Leage Agreement and all other documents in
connection therewith, and payment of all fees, costs and expenses
in connection with the acquisition of title to the Project;

20
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provided, that each such payment shall be made only upon receipt
by the Trustee of a statement therefor approved in writing by the
Authorized Lessee Representative: |

(d) Payment for labor, services, materials, and supplies
used or furnished in gite improvements and in the construction and
improvement of the Building, all as provided in the Plans and
Specifications therefor, payment for the cost of the acquisition
of the Leased Egquipment, the furniture, fixtures and all personal
property deemed necessary in c¢onnection with the Project and
payment for the miscellaneous expense incidental to any thereof,
including the premium on any surety bond required to be deposited
with the Trustee under any of the provisions of the Indenture
which relate to the Project: provided, that each such payment
shall be made only upon a written order by the Authorized Lessee
Representative;

(e) Payment of fees, if any, for architectural, engineering
and supervisory services with respect to the Project, provided
that each such payment shall be made only upon a written order of
the Project Supervisor, approved by the Authorized Lessee
Representative;

(£} Payment, as such payments become due, of the fees and
expenses 0f the Trustee properly incurred under the Indenture
that may become due during the Construction Period;

(g) To the extent not paid by a contractor for construction,
or improvement with respect to any part of the Project, payment of
the premiums on all insurance required to be taken out and main-
tained during the Construction Period under this Lease Agreement,
or reimbursement thereof if paid by the Lessee under Secticn 6.3
hereof;

(h} Payment of the taxes, assessments and any other charges
referred to in Section 6.2 herecof that may become pavable during
the Gonstruction Period:

(i) Payment of expenses incurred with approval of the
Authorized Lessee Representative in seeking to enforce any remedy
against any contractor or subcontractor in respect of any default
under a contract relating to the Project:
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{j)} Payment of any other costs and expenses relating to the
construction of the Building, including interest accruing on the
Ronds during the Construction Period, that may be approved in
writing by the Authorized Lessgsee Representative;

(k) All monies remaining in the Construction Fund after the
Completion Date and after payment or provision for payment of all
other items provided for in the preceding subsections {a) to (3},
inclusive, of this Section shall be paid into the Bond Fund and
applied in reduction of principal of the Bonds, except for amounts
retained by th= Trustee at the direction of the Lessee for payment
of Project costs not then due and pavable, any balance remaining
of such retained funds after full payment of all such Project ,
costs shall be paid to the Trustee and applied as aforesaid.

The Trustee may advance monies from the Construction Fund
{including amounts retained under the preceding subsection (k) of
this Section) to the Lessor or a contractor acting as agent of the
Lessor for the use by the Lessor or such agent in making any of
the payments referred to in the preceding subsections (b}, (d),
(e), and (j) of this Section, if there is furnished to the
Mortgagee an agreement satisfactory to the Trustee executed by
Lessee indemnifying the Trustee against any loss occasioned by the
failure of the Lessee to certify on or before the Completion Date
that the amounts so advanced have been used to make payments
referred to in said subsections (b), (d), (e} and (1) or are being

retained in accordance with gaid subsection (k) to n:ke such
payments, |

Before any of the payments referred to in the preceding
subsections (b), {(d), (e), (g}, (i)}, or (j) of this Section may be
made, the Authorized Lessee Representative shall certify with
respect to each such payment, (i) that none of the items for which
the payment is proposed to be made has formed the basis for any
payment theretofore made from the Construction Fund and (ii) that
each item for which the payment is proposed to be made is or was
necessary or appropriate in ¢onnection with the Project. 1In the
case of any contract providing for the retention by the Lessor of
a portion of the contract price, there shall be paid from the

Construction Fund only the net amount remaining after deduction of
any such portion.
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Section 4.4 Furnishing Documents to Trustee. The Lessor
and the Lessee agree to cause such statements or requisitions to
be directed by the Lessor and the Lessee to the Trustee as may
be necessary to effect payments from the Construction Fund in
accordance with Section 4.3 hereof.

Section 4.5 Establishment of Completion Date. The Completion
Date shall be evidenced to the Trustee by a certificate signed by
the Authorized Lessee Representative stating that, except for
amount 8 retained by the Trustee at the Lessee's direction for any
Cost of Construction not then due and payable, the acquisition,
construction, installation and equipping of the Project has been
completed substantially in accordance with the Plans and
Specifications and all labor, services, materials and supplies u sed
in such construction have been paid for, and all costs and expenses
incurred in connection therewith have been paid. Notwithstanding
the foregoing, such certificate shall state that it is given
without prejudice to any rights against third parties which exist
at the date of such certificate or which may subsequently come into
™ being. The Lessor and the Lessee agree to cooperate in cau sing
éﬂzsuch certificate to be furnished to the Trustee. As s00n as
pract icable, and in any event within sixty (60) days from the
E?receipt of such certificate, together with the Supplemental
“* Agreement called for in Section 4.9 of this Lease Agreement, the
J "rustee shall transfer all amounts then in the Construction Fund,
czsincluding any unliquidated investments made of monies theretofore
deposited in the Construction Fund, to the Bond Fund to be applied
E in accordance with Section 504 of the Indenture, except for amounts

retained, as aforesaid; by the Trustee for any Cost of
Construction, or for amounts retained because the Lessee shall have
directed the Mortgagee to use such monies to purchase Bonds for the
purpose of cancellation.

Section 4.6 Lessee Required to Pay in Event Construction
Fund Insufficient. In the event the monies in the Construction
Funq available for payment of the Cost of Construction (including
the "proceeds of any Additiconal Bonds issued for the purpose of
paying the cost of completing the Project pursuant to Sectlion 206
of the Indenture) should not be sufficient to pay the Cost of
Construction in full, the Lessee agrees to complete the Project
and to pay that portion of the Cost of Construction in excess of
the monies available therefor in the Construction Fund. The
Lessor does not make any warranty, either express or implied, that
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the monies paid into the Construction Fund and available for
payment of the Cost of Construction will be sufficient to pay all
the Cost of Construction. The Lessee agrees that if, after
exhaustion of the money in the Construction Fund, the Lessee shall
pay any portion of the Cost of Construction pursuant to the
provisions of this Section, it shall not be entitled to any
reimbursement therefor (except from the proceeds of Additional
Bonds, 1if any)} from the Lessor or from the Trustee or from the
holders of any of the Bonds, nor shall it be entitled to any
diminution of the amounts payable under Section 5.3 hereof.

Section 4.7 Investment of Construction Fund and Bond Fund
Monies. * Provided this Lease Agreement has not been terminated
pursuant to Section 11.1 hereof, and no event of default hereuhder
shall have occurred and be continuing, any monies held in the
Construction Fund and the Bond Fund shall be invested or reinvested
by the Trustee, at the request of and as directed by the Lessee, in
(i) bonds, treasury notes and other evidences of indebtedness of,

E%*and those unconditionally guaranteed as to the payment of principal
and. interest by, the United States of America, {(ii) bonds and notes
of the Federal Naticonal Mortgage Association, (iii) obligations of

gthe Federal Intermediate Credit Corporation, {iv) obligations of
Federal Bank for Cooperatives, (v) bonds and notes of Federal Home
o~ Loan Banks, or (vi) any other investments, including commercial

e paper and certificates of indebtedness issued by commercial banks
including the Trustee, to the extent then permitted by law. For

g the purposes of this Lease Agreement and the Indenture, any
certificates of deposit purchased by the Trustee (provided invest-
ment in the same is permitted under applicable law) shall be
deemed to be investments and not trust deposits. The Trustee may
make any and all such investments through its own bond department.

Section 4.8 Board to Pursue Remedies Against Contractors and
Subcontractors and thelr Sureties., 1In the event of default of any
contractor or subcontractor under any contract made by it in con-
nection with the Project, the Lessor will promptly proceed either
separately or in conjunction with others, to exhaust the remedies
of the Lessor against the contractor or subcontractor so in default
and against its surety for the performance of such contract, it
being understocd that all such actions taken by the Lessor to
exhaust such remedies shall be at the expense of the Lessee. The
Lessor will advise the Lessee of the steps it intends to take in
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connection with any such default. If the Lessee shall so notify
the Lessor, the Lessee may, in the Lessee's own name or in the name
of the Lessor, prosecute or defend any action or proceeding, or
take any other action involving any such contractor, subcontractor
or surety which the Lessee deems reasonably necessary, and in such
event, the Lessor will cooperate fully with the Lessee and will
take any action necessary to effect the substitution of the Lessee
for the Lessor in any such action or proceeding. Any amounts
recovered by way of damages, refunds, adjustments or otherwise in
connection with the foregoing prior to the Completion Date shall be
paid into the Construction Fund, and after the Completion Date
shall be paid to the Trustee and applied as prepayment on the
Bonds.

Section 4.9 Assignment of Surety Bonds and Warranties. The
Lessor hereby transfers and assigns to the Lessee all the Lessor's
rights and interest in, to and under any maintenance or surety
bonds or warranties with respect to the quality, durability or
workmanshilp obtained by or vested in the Lessor in connection with
the acquisition, construction, equipping and improving of the
Project, and grants to the Lessee the right to take action, in the
name of either the Lessor or the Lessee, but at the Lessee's sole
cost and expense, for the enforcement of such surety bonds and
warranties. The net amount recovered in any such action shall be
paid into the Construction Fund, or, if such amount is recovered
after the Completion Date, to the Bond Fund to be applied in
accordance with Section 504 of the Indenture.

Section 4,10 Supplemental Agreement on Completion. Upon
completion of the acquisition, construction and equipping of the
Project, the Lessor and the Lessee will enter into a supplemental
agreement identifying, with such particularity as the Trustee
shall specify, the items of Leased Equipment installed in or about
the Project and confirming the demise thereof to the Lessee
hereunder.

#

ARTICLE V -

EFFECTIVE DATE AND DURATION OF THIS LEASE AGREEMENT,
RENTAL PROVISIONS

Section 5.1 Effective Date and Duration of this Lease
Agreement. This Lease Agreement shall become effective upcon its
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delivery and the leasehold estate created hereby shall begin on the
Complet ion Date and, subject to the provisions of this Lease
Agreement {(including particularly Articles X and XI hereof )}, shall,
unless terminated by the Lessee pursuant toe Section 1l.1 hereof,
cont inve until 11:5%9 o'clock, P.M., on the last day of May, 2000.

Section 5.2 Delivery and Acceptance of Possession. The
Lessor shall deliver to the Lessee sole and exclusive possession
of the Project (subject to the right of the Lessor to enter
thereon for inspection purposes and to the other provigions of
Section 8.2 hereof) on the Completion Date and the Lessee will
accept possession of the Project upon such delivery; provided,
however, that the Lessee shall be permitted such possession of the
Project prior to such date of delivery of sole and exclusive
possession as shall not interfere with the construction and
equipping of the Project. ¢

Section 5.3 Rents and Other Amounts Payable.

During the term of this Lease Agreement, the Lessee will pay
to the Trustee for the account of the Lessor {in funds which will
be immediately available on the day when payment on the Bonds is
due) and for deposit into the Bond Fund as basic rent for the
Project; on or before the twenty-seventh day of each month
commencing December 1984, through and including April 1985, an
amount equal to the interest which will have accrued on the Bonds
on the first day of the next succeeding month (and any interest for
any prior month in which adeguate interest was not paid); and, on
or before the twenty-seventh (27th) day of each calendar month
commencing May, 1985, an amount egual to the aggregate of the
following:

(i) one-twelfth (1/12) of the amount coming due
as principal on the Bonds on the next succeeding
May 1l; plus

(ii) an amount equal to the interest coming due
on the Bonds on the first day of the next succeeding
calendar month {and any interest for any prior wmonth in
which adequate interest was not paid}.

Notwithstanding anything to the contrary herein set forth,
there shall be credited against the principal component of each
installment of basic rent, any amount then held in the Bond Fund
which is unrestricted as to its application under the terms hereof
and of the Indenture.

For the convenience of the Lessee, but solely at the option of
the Trustee, the Trustee may provide the Lessee with a notice
showing the amount of interest and principal payable by the Lessee
as basic rent pursuant to this Section 5.3. Solely for the purpose

26




R T

of this notice, the Trustee may, but is not obligated to, assume
that the Base Rate did not change after the twentieth {20th} of
each month for the remainder of that month. 1In the event the Base
Rate had changed after the twentieth (20th) of such month the
Trustee shall adjust its notice for the succeeding month's basic
rent to reflect any difference between the actual interest which
accrued on the unpaid principal balance of the Bonds after the
twentieth (20th) of such month as a result of such change in the
Base Rate and the estimated interest for the period after the
twentieth (20th) of such month which was reflected on the previous
month's notice. This notice shall in no way affect the actual
amount of interest which is due on the unpaid principal balance of
the Bonds.

If, on any interest payment date or principal payment date,

the balance in the Bond Fund available for the payment of principal

of, premium, if any, and interest on the Bonds is insufficient to

make such payment when due and payable under the Indenture, then on
rw,such date the Lessece shall forthwith pay any such amount directly
o to the Trustee for deposit in the Bond Fund.

The Lessee will also pay directly to the Trustee for its own
use as additional rent: (i) the fees and charges of the Trustee,
such fees and charges to be paid directly to the Trustee for its
account as and when such fees and charges become due and payable;
and {ii) any expenses in connection with any redemption of the
Bond s.

s 301 PALE

The Lessee shall not be obligated to make any other payments
under this Section and the Lessee's obligation to make rent
payment s under this Section 5.3 shall be deemed satisfied at any
time that the entire principal of and interest on the Bonds shall
have been fully paid in accordance with its terms, or at any time
that there shall be in the Bond Fund an amount sufficient to pay.
retire and redeem all outstanding Bonds in accordance with the
provisions of the Indenture (including, without limiting the
generality of the foregoing, principal, interest to maturity,
expdnses of redemption, and Trustee's fees).

The Lessee will also pay directly to the City those payments
specified in Section 5.7 hereof.

Section 5.4 Prepayment of Rent s.

(a) Optional Prepayment. There is expressly reserved to the
LLessee the right, and the Lessee is authorized and permitted, at
any time the Lessee may choose, to prepay all or any part oOf t he
rent s payable under Section 5.3 hereof, and the Lessor agrees that
the Trustee may accept such prepayment of rents when the same
are tendered by the Lessee. All rents so prepaid shall be credited
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on the rental payments specified 1n csection 5.3 hereof in the
inverse order of their maturities, unless prior to the date on
which said credit is to be taken, the Lessee requests the Lessor Lo
use such monies to redeem the Bonds in accordance with the

provisions of the Indenture.

(b) Mandatory Prepayment. It is understood by the parties
hereto that the principal inducement to the purchase of the Bonds
by the initial purchasers thereof is that under existing law the
interest income thereon will be exempt from federal income taxa-

t ion. Therefore, in the event of a Determination of Taxability, as
provided in the Indenture, the principal of the Bonds then out-
standing shall, at the sole option of the registered owners of 100%
in aggrégate principal amount of the Bonds outstanding, become
subject to mandatory redemption on a date not later than ninety
(90) days after notice to the Lessee of the requirement for
mandatory redemption as a result of such Determination of Tax-
ability. 1In such event the Lessee shall prepay the Basic Rent

O sufficient to redeem the Bonds in accordance with the provisions of
C3 the Indenture and to pay all expenses of such redemption provided
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that any monies then held in the Construction Fund which is not
restricted to other purposes shall be credited against such
prepayment of basic rent and be applied to the redemption of the
Bonds.

Section 5.5 Indemnity Against Claims. The Lessee covenants
and agrees to pay and to indemnify and save the Lessor harmless
of, from and against any and all claims, damages, demands,
expenses, liabilities and losses of every conceivable kind,
character and nature whatsoever {including, but not limited to,
claims for loss or damage to any property, Or injury to or death
of any person) asserted against the Lessor by or on behalf of any
person, firm, corporation or governmental authority arising out
of , rasulting from, or in any way connected with the Project,
including but not limited to the condition, use, posgession, con-
duct or management of, or any work done in or about, the Project,
or from the planning, design, acquisition or improvement of the
Project or any part thereof, or from the lease oOr sale of any part
thereof. The Lessee will also pay and discharge and will indemnify
and hold harmless the Lessor from: (a) any lien or charge upon
payments by the Lessee to the Lessor hereunder, and {(b) any taxes,
assessments, impositions and other charges, in respect to the
Project. The Lessee also covenants and agrees to pay and to indem-
nify and save the Lessor harmless of, from and against, all of the
Lessor's costs, expenses {including reasonable counsel fees) and
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liabilities incurred in any action or proceeding brought by reason
of any such claim or demand. If any such claim is asserted, or any
such lien or charge upon payments, Or any taxes, assessment s,
impositions or other charges are sought to be imposed, and either
the Lessor and the Trustee has notice Or knowledge thereof the
Lessor or the Trustee, as the case may be, will give prompt notice
to the Lessee, and the Lessee shall have the sole right and duty to
assume, and will assume the defense thereof on the Lessee's behalf
and on behalf of the Lessor, with full power to litigate, compro-
mise or settle the same in the Lessee's sole discretion; provided,
however, if the Lessor deems it necessary, the Lessor may obtain
its own Counsel in such action and the Lessee agrees tO pay t he
reasonable fees and expenses of such counsel.

Notwithstanding the foregoing, nothing set forth in this
Sect ion 5.5 shall be construed to indemnify the Lessor for or
release the Lessor from any liability which it would otherwise
have had arising from the willful, wrongful or negligent actions
or failures to act on the part of the Lessor, its employees,
agents or representatives action in their capacities other than as

& contemplated by this Lease Agreement.

Section 5.6 Obligation of Lessee Unconditional. The obliga-
éa tion of the Lessee to make the payments pursuant to this Lease
> Agreement and to perform and observe the other agreements on the
g lLessee's part set forth herein shall be absolute and unconditional,
o shall not be subject to any defense or any right of set-off, count-
erclaim or recoupment arising out of any breach by the Lessor of
any obligation to the Lessee, whether hereunder or otherwise, oOr
Eg out of any indebtedness or liability at any rime owing to the Les-
see by the Lessor. The Lessee hereby agrees to pay to the Trustee
and to the City all of said payments payable by the Lessee pur-
‘suant to Sections 5.3 and 5.7 of this Lease Aqreement. Until such
time as the principal of and interest on the Bonds shall have been
fully paid or provisions for the payment thereof shall have been
made in accordance with the Indenture, the Lessee: {i} will not
suspend or discontinue any payments pursuant to this Lease Agree-
ment¢ {(ii) will perform and observe all the Lessee's other
agreements set forth in this Lease Agreement, and (iii) except as
provided in Article XI hereof, will not terminate this Lease
Agreement for any cause including, without limiting the generality
of the foregoing, failure of the Lessor 1o complete the Project,
failure of the Lessor's title to the Project or any part thereof,
loss of title to (or the temporary use of) the Project by virtue of
the exercise by others of the power of eminent domain, any acts or

I L e
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circumstances that may constitute failure of consideration,
destruct ion of or damage to the Project, commercial frustration of
purpose, any change in the tax or other laws of the United States
of America or of the State of Alabama, or any political subdivision
of either thereof, or any failure of the Lessor to periorm and
observe any agreement, whether express oOr implied, or any duty,
liability or obligation arising out of or connected with this Lease
Agreement.

Nothing set forth in this Section 5.6 shall be construed to
release the Lessor from the performance of any of the agreements
on its part herein set forth. 1In the event the Lessor shall fail
to perform any such agreement on its part, the Lessee may instj-
tute such action against the Lessor as the Lessee may deem neces-
sary to compel performance or may pursue such other remedies for
non-performance as may be available to the Lessee so long as such
action shall not viclate the agreements on the part of the Lessee
set forth in the preceding paragraph. 1In no event, however, shall
the Lessee be entitled to any diminution of the amounts payable
under Section 5.3 hereof. The Lessee may, however, at the
Lessee's own cost and expense and in the Lessee's own name Or in
the name of the Lessor, prosecute or defend any action or pro-
ceeding or take any other action involving third persons which the
Lessee deems reasonably necessary in order to insure the acquisi-
t ion, construction, installation and equipping of the Project or
to secure or protect the Lessee's right of possession, occupancy
and use hereunder, and in such event, the Lessor hereby agrees to
cooperate fully with the Lessee and to take all action necessary
to effect the substitution of the Lessee for the Lessor in any
such action or proceeding if the Lessee shall so request.

Section 5.7 Public Services Payment. The Lessee and t he
Lessor acknowledge that under present law the Project is exempt
from ad valorem taxes levied by the City because the record title
holder of the Project is the Lessor.

The Lessee further acknowledges that services provided by the
City (including, without limitation, police protection and the
education provided by the public schools of the City) benefit the

lLessee in its operation of the Project and enhance the value of its

interest in the Project. In order to assist the City in continuing
to provide the aforesaid services, the Lessee will pay directly to
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the City (and not the Trustee oOr the Lessor) as Public Servic
Payments on January 1, 1985, and on each succeeding January 1
prior to the termination of the Lease, the sum of $120.20; and

Tf as a result of a change in law, the Project becomes subject
during the Lease Term to ad valorem taxes levied and assessed by
the City and if the Lessee shall pay such taxes pursuant to the
requirement s of the other provisions hereof, then in such case such
payment s by the Lessee shall be credited in full against any
installments of Public Service Payments pertaining to the period
for which such taxes are levied and assessed. Notwithstanding the
foregoing credit, the installments of Public Service Payments shall
not be deemed to be payments of ad valorem taxes for any purpose
whatsoever.

The Lessor acknowledges that it shall have no right, title or
interest in and to the foregoing Public Service Payments.

Section 5.8 Lessee Entitled to Certain Rent Abatements if
Bonds Paid Prior to Maturity. If at any time the aggregate monies
orF Government Obligations in the Bond Fund shall be sufficient to
retire all of the Bonds out standing in accordance with the
provisions of the Indenture, and to pay all fees and charges of the
Trustee and paying agents due or to become due through the date on
which the last of the Bonds is retired under circumstances not
resulting in termination of the Lease Term, and if the Lessee is
not at the time otherwise in default hereunder, the Lessee shall be
ent itled to use and occupy the Project from the date on which such
aggregate monies are in the hands of the Trustee to and including
the last day of May, 2000, without the payment of the rent
specified in Section 5.3 during that interval (but otherwise on the
terms and conditions thereof).

ARTICLE VI

MAINTENANCE, TAXES AND INSURANCE

* Section 6.1 Maintenance and Modifications of Project by
Lessee. The Lessee will, at the Lessee'’s sole expense, during the
Construction Pericd and the Lease Term, keep the Project in as
reasonably safe condition as its operations shall permit and in
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good repair and in good operating condition, making from time to
time all necessary repairs thereto (including external and
structural repairs)., The Lessee may, also at the Lecgsgee's
expense, make from time to time any additions, modifications or
improvements to the Project that the Legsee may deem desirable for
the Lessee's business purposes and that do not adversely affect
the structural integrity of the Project or substantially reduce
its value. All such renewals, replacements, additions, modifi-
cations and improvements so made by the Lessee shall become part
of the Project. The Lessee may, also at the Lessea's own expense,
locate on the Leased Land any tangible personal property not
purchased by the Lessor with the proceeds from the sale of the
Bonds which, in the Lessee's judgment, is essential to the
operatfon of the Project. ¢

The Lessee will not permit any mechanics', materialmen's or
other liens (except Permitted Encumbrances) to be established or
remain against the Project for labor or materials furnished in

c\.cmnnectinn with the Project or any additions, modifications,
C:Eimprnvements, repairs, renewals or replacements so made by the
-y Lessee; provided, that if the Lessee shall first notify the Mort-
ﬁigagee of the Lessee's intention to do so, the Lessee may in good
G- faith contest any mechanics', materialmen's or other lien filed or
established against the Project, and in such event, may permit the
(.. items so contested to remain undischarged and unsatisfied dur ing
“= the period of such contest and any appeal therefrom unless the
Lessor or the Trustee shall notify the Lessee that, in the opinion
g of Independent Counsel, by non-payment of any such items, the
security afforded pursuant to the terms of the Indenture will be
materially endangered or the Project or any part thereof will be
subject to loss or forfeiture, and in either of such events, the
Lessee shall promptly pay and cause to be satisfied and discharged
all such unpaid items or secure such payment by posting a bond, in
form satisfactory to the Lessor and the Trustee, with the Trustee.
The Lessor will cooperate fully with the Lessee in any such
contest.

Section 6.2 Taxes, Other Governmental Charges and Utility
Charges. The parties to this Lease Agreement understand and
acknowledge that: (i) under present law the income and receipts,
if any, of the Lessor from the Project are not subject to either
Federal or State taxation, and (i1} this factor among others, has
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induced Lessee to enter into this Lease Agreement. Nevertheless,
the Lessee will pay during the Construction Period and the Lease
Term, as the same respectively become due, all taxes and govern-
mental charges of any kind whatsoever that may at any time be
lawfully assessed or levied against or with respect to the Project
or any equipment or other personal property installed or brought by
the Lessee therein or thereon {including, without limiting the
generality of the foregoing, any taxes levied upon or with respect
to the income or profits of the Lessor from the Project which, if
not paid, will become a charge on the Project prior to or on a
psrity with the lien of the Indenture or a charge on the revenues
and receipts from the Project prior to or on a parity with the
charge thereon and the pledge or assignment thereof to be created
and made in the Indenture, and including any ad valorem taxes
lawfully assessed thereupon), all utility and other charqges
incurred in the operation, maintenance, use, occupancy and upkeep
of the Project and all assessments and charges lawfully made by any
governmental body for public improvements that may be secured by
lien on the Project; provided, that with respect to special
assessments or other governmental charges that may lawfully be paid

, in installments over a period of years, the Lessee shall be

obligated to pay only such installments as are required to be paid
during the Construction Period and the Lease Term. The foregoing
provisions of this Section 6.2 shall be effective only so long as
any Bonds remain outstanding or any part of the principal of or the
interest on the Bonds remains unpaid.

The Lessee may, at its expense and in its own name and behalf,
or in the name and behalf of the Lessor, in good faith, contest any
such taxes, assessments and other charges and, in the event of any
such contest, may permit the taxes, assessments or other charges so
contested to remain unpaid during the period of such contest and
any appeal therefrom unless the Legssor or the Trustee shall
notify the Lessee that, in the opinion of Independent Counsel, by
non-payment of any such items, the security afforded pursuant to
the terms of the Indenture will be materially endangered or the
Projecct or any part thereof will be subject to loss or forfeiture,
and 1in either of such events such taxes, assessments or chafges
shall be paid forthwith by the Lessee. The Lessor will cooperate
fully with the Lessee in any such contest.
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In the event that the Lessee shall fail to pay any of the
foregoing items required by this Section 6.2 to be paid by the
Lessee, the Lessor or the Trustee may, but shall be under no
obligation to pay the same and any amounts SO advanced therefor by
the Lessor or the Trustee shall become an additional obligation of
the Lessee to the one making the advancement, which amounts,
together with interest thereon at a per annum rate equal to one
percentage point in excess of the Base Rate from the date
thereof, the Lessee agrees to pay.

Section 6.3 Insurance Required to be Carried.

(a), During the Construction Period. During the Construction
Period the Lessee shall take out, or cause to be taken out and
cont inuously maintain in effect, or caused to be maintained in*
effect, the following insurance:

(1) Builders' Risk Completed Value Form Insurance
or other types of insurance, to the extent of the full
insurable value of the Project against loss thereto
from, or damage by vandalism, fire, and lightning, with
uniform standard extended coverage endorsement limited
only as may be provided in the standard form of extended
coverage endorsement at the time in use in the State;

(2} Workmen's Compensation Insurance;

(3) Insurance against liability for injuries to, or
death of any person, or damage to or loss of property
arising out of or in any way relating to the condition
of the Project or any portion thereof, in the minimum
amounts of $500,000 for death of or personal injury to
any one person, and $100,000 for property damage in any
one accident; and
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{4) Life insurance on the life of Gene Ernest in the
minimum amount of $500,000.

(b) After the Completion Date. After the Completion Date the
Lessee shall take out and cont inuously maintain in effect,
throughout the Lease Term the following insurance, paying as the
same become due, all premiums with respect thereto:

(1) Insurance to the extent of the full insurable
value of the Project against loss thereto from, or
damage by vandalism, fire, and lightning, with uniform
standard form of extended coverage endorsement at the
time in use in the State: and
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(2) The insurance referred to in sgubsection (a) (3)

of this caction.

(3) The insurance referred to in subsection (a)(4)

of this gectlon.

Any determination of "full jnsurable vaiue" shall be made by
such recognized appraiser or {insurer as may be selected by the

[,eS e with the written consent of Trustee.

cection 6.4 hgglicatimn of Net Proceeds of Insurance. The
Net Proceeds of the 1nsurance carried pursuant to the prnvisicns of

gection 6.3 hereof shall be applied as follows: {i} the Net
proceeds of the insurance required in Section 6.3(a)(1)}, and

65.3{b){1) hereof shall be applied as provided in Section 7.1
hereof: urance required in Sections

(ii) the Net Proceeds of the ins
6.31a){2), 6.3{a){(3) and 6.3(b)(2) hereof shall be applied toward
extingui shment oY satis

fact ion of the liability wvith respect to

<hich such inmsurance proceed s may be paid; and (iii) the Net
required in Sections 6.3(a)(4) and

EEgPrnceeds of the insurance
,_46.3{b)(3) shall be applied as provided in that certain A ssignment
cecuted by the ,essee and

«w of Life Insurance Pollcy a8 collateral e
= dated November 16, 1984.

Y
- gsection 6.9 additional Provisions Respfftiqg_lnsurance. All

¢ insurance required 1in section 6.3 hereof shall be taken out and
§ maintained 1in generally recognized responsible insurance companies
L o

selected by the Lessee and acceptable 1O the Trustee, and may be
! t s comparable to those on similar

policies carried by other companies engaged in husiness similar in
in which the Lessee 1S

gize;
engaged. osurance shall be carried
the Lesgeéd and the Trustee as thelr

in the names of the LessOLy
prﬂvided, that all such insurance

respective interests may appear:
policies (other than those evidencing the insurance required by

Section 6.3{a)(3) and 5.3(b)({2) hereof and such other policies or

port ions thereof as may evidence insurance against liability for
ge to Or de struction of

death of, oY injury to persons Or dama
properly of others) cshall include clauses providing that all Nel

proceeds of jnsurance resulting from claims in excess of $25,000
for loss or damayge covered thereby be paid t© the Trustee:! and
provided further, that all claims {regardless of amount) may be
adjusted by the Lessee with the insurers ( subject, 1N the case of
any one claim in excess of $25,000 to the approval of the

Trustee) -

vided (with the exception of the insu
(4} and 6.3(b)(3)), that in lieu of such policies

Trustee a certificate, ©r
ce attresting the fact that

pr o
sections 6.3{a)
the Lessece may deposit with the

certificates of the respective insuran
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sych insurance is in force and effect. Fach such insurance policy
required to be carried by this Section s&hall contain, to the extent
obtainable, an agreement by the insurer that {i) the Lessee may
not, without the prior written consent of the Trustee, cancel such
insurance or sell, assign or disposge of any interest in such
insurance, such policy or any proceeds thereotl, (ii) such insurers
shall notify the Trustee 1f any premium on any such policy shall
not be paid when due or any such policy shall not be renewed prior
to the expiration thereof: and (iii) such insurer shall not cancel
any such peolicy without having given thirty (30} days prior written
notice to the Trustee.

prior to the expiration of any such policy, the Lessee
shall furnish to the Trustee eviaence satisfactory to the ‘I'rustee
that such policy has been renewed or replaced by another policy or
that there is no necessity therefor under the terms of this Lease
Agreement. |

In lieu of separate policies, the Lessee may maintain blanket
policies having the same coverage required herein, in which event
the Leassee shall deposit with the Trustee a certificate or
certificates of the respective insurers as to the amount of cover-

age in force upon the Project.

section 6.6 Advances by Lessor or Trustee. In the event the
Lessee shall fail to maintain the full insurance coverage regquired
by this Lease Agreement or shall fail to keep the Project 1in as
reasonably safe condition as its operating conditions will permit,
or shall fail to keep the Building in good repair and good
operating condition, the Lessor OT the Trustee, after first
notifying the Lessee of any such failure on the Lessee's part and
after giving the Lessee a reasonable opportunity to cure such
default, may, but shall be under no obligation to, take out the
required policies of insurance and pay the premiums on the same, ©Or
make the required repairs: and all amounts so advanced therefor by
the Lessor or the Trustee shall become an additional obligation of
the Lessee to the one making the advancement, which amount s;
together with interest thereon at the per annum rate egual to one
percentage point in excess of the Base Rate from the date thereof,
the Lessce agrees to pay.
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Section 6.7 Removal of Leased Equipment. The Lessor shall
not be under any obligation to renew, repair, or replace any inade-
quate, obsolete, worn out, unsuitable, undesirable or unnecessary
Leased Equipment. In any instance where the Lessee, in the
Lessee's sole discretion, determines that any items of Leased
Equipment have become inadeguate, obsolete, worn out, unsuitable,
undesirable or unnecessary, the Lessee may remove such items of
Leased Equipment from the Building and the Leased Land and, on
behalf of the Lessor, sell, trade-in, exchange or otherwise dispose
of them, as a whole or in part, without any responsibility or
accountability to the Lessor or the Trustee therefor, provided
that either:

(a) The Lessee shall substitute (either by
direct payment of the costs thereof or by advancing to
the Lessor the funds necessary therefor) and instaill
anywhere in the Building or on the Leased Land, other
machinery or equipment having equal or greater value and
utility (bhut not necessarily having the same function)

™ in the operation of the Project, all of which substi-
553 tuted machinery or equipment shall be free of all liens
«y 4and encumbrances (other than Permitted Encumbrances) but
ﬂv‘? shall become a part of the Leased Equipment:

g (b} The Lessee shall (i) in the case of the
&o  sale of any such equipment to anyone other than itself,
or in the case of the scrapping thereof, pay to the

gg Trustee as a partial prepayment of Basic Rent the
proceeds from such sale or the scrap value thereof, as
the case may be, (ii) in case of the trade-~in of such
equipment for other equipment not to be installed in the
Building or on. the Leased Land, pay to the Trustee
the amount of the credit received by it in such trade-in
and (iii) in the case of the sale of any such equipment
to the Lessee or in the case of any other disposition
thereof, pay to the Trusgtee as a partial prepayment of
,Basic Rent to the Trustee an amount equal to the
original cost thereof less depreciation at rates calcus
lated in accordance with generally accepted accounting
principles applied on a consistent basis.
In the event that prior to such removal of items of Leased
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Equipment from the Building and the Leased Land the Lessee with
the Lessee's own funds has acquired and installed machinery or
equipment which has become part of the Leased Equipment, the
Lessee may take credit to the extent of the amount so spent by it
against the requirement that it either substitute and install
other machinery and egquipment having equal or greater value and
utility or that the Lessee make prepayment.

I'hne removal from the Project of any portion of the Leased
Equipment pursuant to the provisions of this Section shall not
entitle the Lessee to any abatement or diminution of the amounts
payable under Section 5.3 hereof.

The Lessee will promptly report to the Trustee each such
removal, substitution, sale and other disposition and will pay* to
the Trustee such amounts as are required by the provigions of
the preceding subsection (b) of this Section to be paid to the
Trustee promptly after the sale, trade-in or other disposition
requiring such payment; provided that no such report and payment
need be made until the amount to be paid to the Trustee on
account of all such sales, trade-ins or other dispositions not
previously reported aggregate at least $10,000. The Lessee will
pay any costs, including counsel fees, incurred in conveying to
the Lessor any items of machinery or equipment that under the
Provisions of this Section are to become a part of the Leased
Equipment. The Lessee will not remove, or permit the removal of
any of the Leased Equipment from the Leased Land except in

‘accordance with the provisions of this Section 6.7.

ARTICLE VII
DAMAGE, DESTRUCTION AND CONDEMNATION

Section 7.1 Damage and Destruction. Unless the Lessee shall
have exercised its option to purchase pursuant to the provisions
of Section ll.2 hereof, if, prior to £full payment of the Bonds {or
provisions for payment thereof having been made in accordance with
the provisions of the Indenture)}, the Project is destroyed or
damaged (in whole or in part) by fire or other casualty to such
extent that the claim for loss resulting from such destruction or
damage is not greater than $25,000, the Lessee or the Lessor at
the Lessee's direction, (i) will promptly repair, rebuild or
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restore the property damaged or destroyed to substantially the
same condition as existed prior to the event causing such damage
or destruction and (ii) will apply for such purpose so much as may
be permitted of any Net Proceeds of insurance resulting from
claims for such losses, as well as any additional monies of the
Lessee necessary therefor. All Net Proceeds of insurance
resulting from claims for such losses not in excess of 525,000
shall be paid to the Lessee.

Unless the Lessee shall have elected to exercise its option to
purchase pursuant to the provisions of Section 11.2 hereof, if,
prior to full payment of the Bonds (or provision for payment there=-
of having been made in accordance with the provisions of the
Indenture), the Project is destroyed or damaged {in whole or in
part) by fire or other casualty to such extent that the claim for
loss resulting from such destruction or damage is in excess of
$25,000, the Lessee shall promptly give written notice thereof to
the Trustee. All Net Proceeds of insurance resulting from claims
for such losses shall be paid to and held by the Trustee, where-
upon, (i) the Lessee, or the Lessor at the Lessece's direction, will
promptly repair, .vebuild or restore the part of the Project damaged
or destroyed to substantially the same condition as existed prior
to the event causing such damage or destruction and (ii) the
Trustee, upon receipt of the certificate of the Lessee that such
payment is required for such purpose, will apply so much as may be
necessary of the Net Proceeds of such insurance to payment of the
costs of such repair, rebuilding or restoration, either on
completion thereof or as the work progresses.

In the event such Net Proceeds are not sufficient to pay in
full the costs of such repair, rebuilding or restoration, the
Lessee will nonetheless complete the work thereof and will pay
that portion of the costs thereof in excess of the amount of such
Net Proceeds paid to the Trustee or will pay to Trustee the
monies necessary to complete said work, in which case the Lessor
will proceed so to complete said work. The Lessee shall not, by
reason of the payment of such excess costs (whether by direct
payment thereof or advances to the Lessgsor or Trustee therefor),
be entitled to any reimbursement from the Lessor or any abatement
or diminution of the amounts payable under Section 5.3 hereof.
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Any balance remaining of such Net Proceeds paid tec the Trustee
after payment of all the costs of such repair, rebuilding or
restoration shall be paid into the Bond Fund. If the Lessee shall
a0 direct the Lessor in writing within ninety (90) days following
the payment of any such Net Proceeds into the Bond Fund, the Lessor
shall cause such balance of Net Proceeds, or such part thereof as
the Lessee shall direct, to be applied by the Trustee to the
redemption of Bonds at the earliest date allowable, and at the
redemption price stated under Section 301 of the Indenture. If the
Bonds have been fully paid {(or provision for payment thereof shall
have been made in accordance with the Indenture), all such balance
of Net Proceeds shall be paid to the Lessee.

Section 7.2 Condemnation or Failure of Title. Unless the
Lessee shall exercise its option to purchase pursuant to the pro-
visions of Section 11.2 hereof, in the event that title to, or the
temporary use of the Project or any part thereol or Lhe leasehold
estate of the Lessee in the Project created by this Lease Agree-
ment or any part thereof shall be taken under the exercise of
power of eminent domain by any governmental body or by any person,
firm or corporation acting under governmental authority, or in the
event of a failure of title, the Lessee shall be obligated to
continue to pay the amounts specified in Section 5.3 hereof. The
Lessor, the Trustee and the Lessee will cause the Net Proceeds
received by them or any of them, from any award made in such
eminent domain proceedings, or from the title insurance policy
purchased pursuant to Section 3.2 hereof to be deposited in the
Bond Fund and to be applied by the Trustee in one or more of the
following ways as shall be directed in writing by the Lessee:

(a) The restoration of the Building and improvements com-
prising part of the Project to substantially the same condition as
they exist immediately prior to the exercise of the said power of
eminent domain or failure of title.

(b} Redemption of the Bonds and payment of accrued interest
thereon to the date of redemption, provided, that no part of any
such condemnation award or title insurance proceeds may be applied
for such redemption unless (1) all of the Bonds are to be redeemed
in accordance with the Indenture upon exercise of the option to
purchase provided for by Section 11.2 hereof, (2} in the event
that less than all of the Bonds are to be redeemed, the Lessee
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shall furnish to the Lessor and the Trustee a certificate of an
Independent Engineer acceptable to the Lessor and the Trustse
stating (i) that the property forming a part of the Project that
was taken by such condemnation proceedings, or with respect to
which the failure of title occurred, is not essential to the
lLessee's use or occupancy of the Project, or (ii) that the Project
has been restored to a condition substantially equivalent to its
condition prior to the taking by such condemnation proceedings or
failure of title.

Unless the Lessee shall have elected to exercise the Lessee's
option to purchase the Project pursuant to the provisions of
Section 11.2 hereof, within ninety (90) days from the date of entry

of a final order in an eminent domain proceeding granting
condemnation, or from the date of entry of a final order that title
to the Project, or any part thereof, was not vested in the Lessor,
the Lessee shall direct the Lessor and the Trustee in writing as to
which of the ways specified in this section the Lessee elects to
have the condemnation award or title insurance proceeds applied.
Any balance of the Net Proceeds of the award in such eminent domain
proceeding or of title insurance proceeds shall be paid to the
Trustee. If the Bonds have been fully paid (or provision for
payment thereof has been made in accordance with the provisions of
the Indenture) all such Net Proceeds shall be paid to the Lessee.

The Lessor shall cooperate fully with the Lessee in the
handling and conduct of any prospective or pending condemnation,
or failure of title proceeding with respect te the Project or any
part therecof and will, to the extent it may lawfully do so, permit
the Lessee to litigate in any such proceeding in the name and
behalf of the Lessor. 1In no event will the Lessor voluntarily
settle, or consent to the settlement of, any prospective or pend-
ing condemnation or title proceeding with respect to the Project
or any part thereof without the prior written consent of the
Lessee.

Section 7.3 Condemnation of Lessee Owned Property. The
ILLessee shall also be entitled to the Net Proceeds of any condemna-
tion award or portion thereof made for damages to, or takiags of
its own property not included in the Project, provided that any Net
Proceeds resulting from damages to, or a taking of all or any part
of the leasehold estate of the Lessee in the Project created by
this Lease Agreement shall be paid and applied in the manner pro-
vided in Section 7.2 hereof.
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ARTICLE VIIT
SPECIAL COVENANTS

Section 8.1 No Warranty of Condition or Suitability by the
Lessor, THE LESSOR MAKES NO WARRANTY, EITHER EXPRESS QR IMPLIED,
WITH RESPECT TO THE CONDITION OR WORKMANSHIP OF ANY PART OF THE
PROJECT, OR THAT THE PROJECT WILL BE SUITABLE FOR THE LESSEE'S
PURPOSES OR NEEDS,

Section 8.2 Inspecticon of the Project. The Lessor, the
Trustee, and their or either of their duly authorized agents shall
have the right at all reasonable times to enter at their own risk
upon thé site of the Project and examine and inspect the Projegt.
The Lessor and its duly authorized agents shall also have such
rights of access to the Project as may be reasonably necessary to
cause to be completed the acquisition, construction, installation
and equipping of the Project provided for in Section 4.1 hereof,
and thereatfter for the proper maintenance of the Project in the

event of failure by the Lessee to perform the Lessee's obligations
under Section 6.1 hereof.

LR

The Lessor and the Trustee shall also be permitted, at all
reasonable times, to examine the books and records of the Lessea
with regpect to the Project.

Section 8.3 Release of Certain Land. Notwithstanding any
other provision of this Lease Agreement, the parties hereto reserve
the right at any time, and from time to time, but only with the
prior written consent of the Trustee, to amend this Lease Agreament
for the purpose of effecting the release of and removal from this
Lease Agreement and the leasehold estate created hereby of any part
of the Leased Land with respect to which the Lessor proposes to
grant an easement or convey fee title to a railroad, public utility
or public body in order that railroad, utility services or roads
may be provided for the Project, provided that, if at the time any
such amendment is made, any of the Bonds are outstanding and unpaid
there shall be deposited with the Trustee the following:

w009 g 119

(a) An executed copy of the said amendment:
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(b) A resolution of the Board of Directors of the Lessor {1i)
stating that the Lessor is not in default under any of the pro-
visions of the Indenture or of this Lease Agreement, and the
Lessee is not, to the knowledge of the Lessor, in default under
any of the provisions of this Lease Agreement, (ii) stating an
adequate legal description of that portion of the Leased Land to
be released, and (i1ii1) regquesting the consent of the Trustee to
said amendment and the release of such property from the lien of
the Indenture:

(c) A certificate of the Lessee approving such amendment and
stating that the Lessee is not in default under any of the pro-
vigions of this Lease Agreement;:

(d) A copy of the instrument granting the easement or
conveying the title to a railroad, public utility or public body.

No release effected under the provisions of this Section 8.4
shall entitle the Lessee to any abatement or diminution of the
amounts pavable as Public Service Payments under Sections 5.3 and
5.7 hereof.

Section 8.4 Purchase of Additional Machinery, Equipment,
Furniture or Fixtures by the Lessor. The Lessor shall purchase
additional machinery, equipment, furniture or fixtures to be used
in connection with the Project upon the request of the Lessee and
receipt from the Lessee of meney sufficient to pay for such machin-
ery, equipment, furniture or fixtures, whether such machinery,
equipment, furniture or fixtures is to be purchased under the pro-
visions of Section 6.1 or 6.7 hereof or otherwise. Such machinery,
equipment, furniture or fixtures shall constitute a part of the
Leased Equipment.

Section 8.5 Further Assurance and Corrective Instruments.
The Lessor and the Lessee shall, from time to time, execute,
acknowledge and deliver, or cause to be executed, acknowledged and
delivered, such supplements hereto and such further instruments as
may reasonably be required for correcting any inadequate or®
incorrect description of the Project hereby leased or intended so
to be, or for carrying out the intention of, or facilitating the
performance of this Lease Aqreement.
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Section 8.6 Granting of Easements. If no event of default
hereunder shall have happened and be continuing, the Lessee may,
with the prior written consent of the Trustee, at any time or times
grant easements, licenses, rights 0f way (including the dedication
of public highways) and other rights or privileges in the nature of
easements with respect to any property included in the Indenture,
free from the security interest afforded by or under the Indenture,
or the Lessee may release existing easements, licenses, rights of
way and other rights or privileges with or without consideration,
and the Lessor shall execute and deliver, and will cause and direct
the Trustee to execute and deliver any instrument necessary or
appropriate to confirm and grant or release any such easement,
license, right of way or other right or privilege upon receipt, of:
(1) an executed copy of the instrument of grant or release: {ii) a
written application signed by the Lessee reguesting such
instrument; and (iii) a certificate executed by the Authorized
Lessee Representative stating: (1) that such grant or release is
not detrimental to the proper conduct of the Lessee's business, and
{2} that such grant or release will not impair the effective use or
interfere with the operation of the Project and will not materially
weaken, diminish ar impair the securitvy afforded by, or under
the Indenture.

Section 8.7 Authorized Lessor Representative. Whenever
under the provisions of this Lease Agreement the approval of the
Lessor is required or the Lessor is required to take some action,
such approval shall be made or such action shall be taken by the
Authorized Les.»r Representative, and the Lessee and the Trustee
shall be authorized to act on any such approval or action.

Section 8.8 Authorized Lessee Representative. Whenever
under the provisions of this Lease, the approval of the Lessee is
required or the Lessee is required to take some action, such
approval shall be made or such action taken by the Authorized
Lessee Representative, and the Lessor and the Trustee shall be
authorized to act on any such approval or action.

Section 8.9 Non-Arbitrage. The Lessee and the Lessor cove-
nant that they shall take no action, nor shall the Lessee or the
Lessor approve the Trustee's taking any action or making any
investment or use of the proceeds of the Bonds, which will cause
the Bonds to be arbitrage bonds within the meaning of Section
103(c} of the Code and the proposed, temporary or final regula-
tions thereunder as such may be applicable to the Bonds at the
time of such action, investment or use.

44



W

g (300 pax 14

Section 8.10. Statement Regarding Leased Equipment. Each
calendar year during the term herecof, the Lessee shall deliver to
the Trustee on or before the last day of such calendar year, a
statement, certified by the Lessee, clearly identifying the Leased
Equipment and setting forth the depreciated value of such Leased
Equipment as of the date the most recent tax return was filed by
the Lessee.

ARTICLE IX

ASSIGNMENT, SUBLEASING, MORTGAGING AND
SELLING; REDEMPTION OQF BONDS

Section 9.1 Assignment and Subleasing. This Lease may be
subleased as a whole or in part, by the Lessee without the
necessity of obtaining the consent of either the Lessor or the
Trustee, provided that, however, no such assignment or further
sublease shall cause the Project to no longer constitute a
"nroject™ under the act, have any effect on the tax exemptl status
of the interest on the Bonds or shall relieve the Lessee from
primary liability for any of the Lessee's obligations hereunder,
and in the event of any such assignment or sublease, the Lessee
shall continue to remain primarily liable for payment of the
amount s specified in Section 5.3 hereof and for performance and
observance of the other agreements on the Lessee's part herein
provided to be performed and observed by the Lessee to the same
extent as though no assignment or sublease had been made.

Section 9.2 Mortgage of Project by the Lessor and Assignment
of Its Interest in this Lease Agreement. The Lessor has mortgaged
the Project, has assigned its interest and has pledged any monies
receivable under this Lease Agreement to the Trustee pursuant to
the Indenture as security for payment of the principal of,
premium, if any, and the interest of the Bonds, but such mortgage;,
assignment or pledge is subject and subordinate to this Lease
Agreement.

l

Section 9.3 Restrictions on Mortgage or Sale of Project by
Lessor. The Lessor agrees that, except for the mortgage of the
Project and the assignment of this Lease Agreement and the rentals
hereunder to the Trustee pursuant to the Indenture, it will not
mortgage, sell, assign, transfer or convey its interest in the
Project during the Construction Pericd and term of this Lease
Agreement, except as herein provided. If the laws of the State of
Alabama at the time shall permit such action to be taken, nothing
in this Section 9.3 shall prevent the consolidation of the Lessor
with, or merger of the Lessor into, or transfer of its remaining
interest in the Project or in this Lease Agreement as an entirety
to, any public cérporation whose income is not subject to taxation
and which has corporate authority to exercise the Lessor's rights
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granted hereunder; provided: (i) that no such action shall be
taken without the prior written consent of the Lessee, unless such
action shall be required by law, (ii) that any such action shall be
approved by the governing body of the City of Calera, Alabama,

and (111} that upon any such consolidation, merger or transfer, the
due and punctual payment of the principal of, premium, if any, and
interest on the Bonds according to their tenor, and the due and
actual performance and observance of all the agreements and
conditions of this Lease Agreement to be kept and performed by the
Lessor shall be expressly assumed in writing by the corporation
resulting from such consolidation or surviving such merger or to
which the Project shall be transferred in its entirety.

Section 9.4 Redemption of Bonds. If at any time the Lessee
shall deposit with the Trustee monies which, under any terms of the
Indenture, are sufficient to redeem all or part of the principal
amount of the Bonds and to pay any applicable redemption premium
plus the fees and expenses of the Trustee in connection with such
redemption, the Lessor, at the request of Lessee, shall forthwith
take all steps necessary under the applicable redemption provisions
of the Indenture to effect redemption of the Bonds requested by the
Lessee on a redemption date selected by the Lessee.

Section 9.5 References to Bonds Ineffective After Bonds Paid.
Upon payment in full of the Bonds (or provisions for payment
thereof having been made in accordance with the provigsions of the
Indenture) and payment of all fees and charges of Trustee, all
references in this Lease Agreement to the Bonds and the Trustee
shall be ineffective and neither the Trustee nor the holders of
any of the Bonds shall thereafter have any rights hereunder, saving
and excepting those that shall have theretofore vested.

ARTICLE X
BVENTS OF DEFAULT AND REMEDIES

Section 10.1 Events of Default Defined. The following shall
ve "events of default” under this Lease Agreement and the terms
"event of default" or "default" shall mean, whenever they are used
in this Lease Agreement, any one or more of the following events:
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(a) Failure by the Lessee to pay when due the amounts re-
quired to be paid pursuant to Section 5.3 of this Lease Agreement;

(b) Failure by the Lessee to observe and perform any
covenant, condition or agreement on the Lessce's part to be
observed or performed, other than as referred to in paragraph (a)
of this Section 10.1, for a period of thirty (30) days after
written notice, specifying such failure and requesting that it be
remedied, is given to the Lessee by the Lessor or the Trustee,
unless the Trustee shall agree 1in writing to an extension of such
time prior to its expiration; provided, however, 1f the failure
stated in the notice cannot be corrected within the applicable
period, the Mortgagee will not unreasonably withhold its consent to
an extension of such time if corrective action is instituted by the
Lessee within the applicable period and diligently pursued until

the failure is corrected;

(c) Any material warranty, representation or other statement

by or on behalf of the Lessee 1n this Lease Agreement or in any
cortificate furnished in connection with the i sewance and sale of
+he Bonds, shall prove to be false or misleading in any material

respect:?

{d) The occurrence of an rByent of Default" under the
Guaranty:

(e) The Lessee shall:

(i) apply for or consent to the appointment of a
receiver, trustee or liquidator of the Lessee;

or of its properties or assels]

(ii)}) admit in writing its inability to pay its
debt s as they mature;

(iii) make a general assignment for the benefit
of creditors:

(iv) be adjudicated a bankrupt or insolvent orpr
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(v) file a voluntary petition in bankruptcy or
take advantage of any bankruptcy. reorgani-~
zation, insolvency, readjustment of debt,
dissolution or liguidation law or statute
or file an answer admitting the material
allegations of a petition filed against the
Lessee in any proceeding under any such law;

(f) An order, judgment or decree shall be entered, without
application, approval or consent of the Lessee, by any court of
competent jurisdictiony, approving a petition seeking or appointing
a receiver, trustee, or liguidator of the Lessee and such order,
judgment or decree shall cont inue unstayed and in effect for any

period of sixty {60) days: and
¢

{g) The occurrence of a breach or defanlt in or an event of
default under any indenture, mortgage., deed of trust, or other
contract agreement or instrument to which the Lessee is a party if
such default or breach could, in the sole opinion of the Trustee,
have a materially adverse effect on the Lessee.

The foregoing provisions of this Section 10.1 are subject to

the limitation that, if by reason of force majeure the Lessee is
unable in whole or in part to carry out the agreements on the

Lessee's part herein set forth, other than the obligations on the
part of the Lessce set forth in Article V and in Section 6.2 and
6.3 hereof, the Lessee shall not be deemed in default during the

cont inuance of such inability.

Phe term "force majeure" as used herein shall mean, without
limitation, the following: acts of God: strikes, lockouts or other
industrial disturbances; acts of public enemies; orders of any kind
of the government of the United States or of the State of Alabama
or any of their departments, agencies or officials, or any civil ox
military authority; insurrections, riots: epidemics;: landslides:
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lightning; earthquakes; fire; hurricanes; tornadoes; storms;
floods; washouts; droughts; arrests; restraints of government and
people; civil disturbances; explosions, breakage or accident to
machinery, transmission lines, pipes or canals: partial or entire
failure of utilities; or any other cause or event not reasonably
within the control of the Lessee. The Lessee agrees, however, to
use the Lessee's best efforts to remedy with all reasonable dis-
patch the cause or causes preventing the Lessee from carrying out
such agreements; provided, that the settlement of strikes, lockouts
and other industrial disturbances shall be entirely within the
discretion of the Lessee, and the Lessee shall not be reguired to
make settlement of strikes, lockouts and other industrial disturb-
ances by acceding to the demands of the opposing party or parties
when such course is, in the Jjudgment of the Lessee, unfavorable to
the Lessee.

Section 10,2 Remedies on Default. Subject to Section 10.6
hereof, whenever any event of default referred to in Section 10.1
hereof shall have happened and be continuing, the Lessor may take
any one or more of the following remedial steps:

(a) By written notice to the Lessee, the Lessor may declare
all installments of rent payable under Section 5.3 hereof for the
remainder of the Lease Term to be immediately due and payable,
whereupon the same shall become immediately due and payable.

(b) The Lessor or the Trustee on its own behalf or on
behalf of the Lessor, may re—-enter and take possession of the
Project without terminating this Lease Agreement, and sublease the
Project for the account of the Lessee, holding the Lessee liable
for the difference in the rent and other amounts payvable by such
sublessee in such subleasing and the rents and other amounts
payable by the Lessee hereunder.

300K 009 s 110

(c) The Lessor or the Trustee on its own behalf or on
behalf of the Lessor may terminate the Lease Term, exclude the
Lessee from possession of the Project and use its best efforts to
lease the Project to another party for the account of the Le¢ssee,
holding the Lessee liable for all rent and other payments due up
to the effective date of such leasing and for the difference 1in
the amounts payable by such new lessee and the amounts payable by
the Lessee under this Lease AQreement.
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(d} In the event any of the Bonds shall at the time be
outstanding and unpaid, the Lessor may have access to, and inspect
and examine and make copies of the Lessee's books and records and
all of its accounts.

{e) The Lessor may take whatever action at law or in equity
may appear necessary or desirable to collect the rent, then due
and thereafter to become due, or to enforce performance and
observance of any obligation, agreement or covenant of the Lessee
under this Lease Agreement.

The Lessee acknowledges and understands that any lease or
sublease agreement entered into by the Lessor or the Trustee
pursuant, to either of Subsections (b) or {(c) of this Section 10.1
shall, if the Lessor and the Trustee deem it advisable, grant an
option to purchase the Project to the new lessee or the sublessea
on the terms and conditions acceptable to the Lessor and the
Trustee.

Any amounts collected pursuant to action taken under this
Section 10.2 shall be paid to the Trustee and applied in
accordance with the provisions ©of the Indenture.

Section 10.3 No Remedy Exclusive. Subject to Section 10.6
hereof, no remedy herein conferred upon or reserved to the Lessor
is intended to be exclusive of any other available remedy or
remedies, but each and every such remedy shall be cumulative and
shall be in addition to every other remedy given under this Lease
Agreement, or now or hereafter existing at law or in equity or
statute. No delay or omission to exercise anv right or power
shall be construed to be a waiver thereof, but any such right and
power may be exercised from time to time and as often as may be
deemed expedient. In order to entitle the Lessor to exercise any
remedy reserved to it in this Article X, it shall not be necessary
to give any notice, other than such notice as may be herein
expressly reguired. Such rights and remedies of the Lessor
hereunder shall also extend to the Trustee, and the Trustee
and the holders of the Bonds, subject to the provisions of the
Indenture, shall be entitled to the benefit of all covenants and
agreements hereof,
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Section 10.4 Agreement to Pay Attorneys' Fees and Expenses.
In the event the Lessee should default under any of the provisions
of this Lease Agreement, and the Lessor or the Trustee ghould
employ attorneys or incur other expenses for the collection of
amounts payable hereunder or the enforcement, performance or
observance of any obligation or agreement on the part of the
Lessee herein set forth, the Lessee agrees, on demand therefor, to
pay to the Lessor or the Trustee the reasonable fee of such

attorney or attorneys and such other expenses so incurred by the
Lessor or the Trustee.

Section 10.5 No Additional Waiver Implied bz_one Waiver. 1In
the event any obligation in this Lease Agreement 1s breached by
either party and thereafter waived by the other party, such waiver
shall be limited to the particular breach so waived and shall not
be deemed to waive any other breach hereunder.

Section 10.6 Remedial Rights Assigned to Trustee. All
rights and remedies conferred upon or reserved to the Lessor in
this Article X shall, upon the execution and delivery of the
Indenture, be deemed to have been assigned to the Trustee and
the Trustee shall have the exclusive right to exercise such
rights and remedies in the same manner and under the limitations
and conditions that the Trustee is entitled to exercise rights

and remedies upon the occurrence of an Event of Default pursuant
to Article 10 of the Indenture.

ARTICLE XI

OPTIONS IN FAVOR OF LESSEE

Section 11.1 Options to Terminate. The Lessee shall have

the following options to cancel or terminate the term of this
Lease Agreement:

(a) At any time prior to full pavment of the Bonds {(or pro-
visigns for payment thereof having been made in accordance with
the provisions of the Indenture), the Lessee may terminate the
term of this Lease Agreement and exercise the optieon to purchase
granted in Section 11,3 hereof by paying to the Trustee for the
account of the Lessor an amount of cash which will be sufficient
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Lo pay, retire and redeem all the outstanding Bonds in accordance
Wwith the provisions of the Indenture {including, without limiting
the generality of the foregoing, principal, interest to maturity,
or earliest applicable redemption date, as the case may be,
premium, if any, expenses of redemption and Trustee's fees and
expenses), and, in case of redemption, making arrangements satis-

factory to the Trustee for the giving of the required notice of
redemption:

(b) At any time after full payment of the Bonds {(or provi-
sion for payment thereof having been made in accordance with the
prﬂv151ﬂns of the Indenture), the Lessee may terminate the term of
this Lease Agreement by giving the Lessor notice in writing of

such termination and such termination shall forthwith become
effective,.

Section 11.2. Option to Purchase Project Prior to Payment
of the Bonds. The Lessee shall have, and is hereby granted the
option to purchase the Project prior to the full payment of the
Bonds {or provision for payment thereof having been made in
accordance with the provisions of the Indenture), if any of the
following shall have occurred:

{a) The Project, or any part thereof, shall have been
damaged or destroyed to such extent that, in the opinion of the
Lessee expressed in writing, (i) it cannot be reasonably restored,
within a period of four months, to the condition thereof immedi-
ately preceding such damage or destruction, or (ii) the Lessee is
thereby prevented from carrying on its normal cperations at the
Project for a period of four months or (iii) the cost of restora-
tion thereof would exceed by more than $25,000 the Net Proceeds of
insurance carried thereon pursuant to the regquirements of Section
6.4 hereof, plus the amounts for which the Lessee is self-insured

with respect to deductible amounts permitted under Section 6.5
hereof;

(b} Title to, or the temporary use of the Project, or any
part thereof, or the leasehold estate of the Lessee in the Project
created by this Lease Agreement, or any part thereof, shall have
been taken under the exercise of the power of eminent domain by
any governmental authority or person, firm or corporation acting
under governmental authority which results, or is likely to result
in the Lessee thereby being prevented from carrying on its normal
operations therein for a period of four months or more;
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{c) As a result of any changes in the Constitution of the
State or the Constitution of the United States of America or of
legislative or administrative action (whether state or federal} or
by final decree, judgment or order of any court or administrative
body, whether state or federal, entered after the contest thereof
by the Lessgsee in good faith, this Lease shall have become void or
unenforceable cor impossible of performance in accordance with the
intent and purposes of the parties as expressed in this Lease
Agreement, or unreasonable burdens or excesgsive liabilities shall
have been imposed on the Lessor or the Lessee including without
limitation federal, state or income or other taxes not being
imposed on the date of this agreement:

{d) The Project or a material portion thereof is adjudged by
a court of competent jurisdiction to be a public nuisance and
operation of the Project or a material portion thereof 1is
permanently enjoined, and such decision has become final or, if
appealed, affirmed upon such appeal and the decision upon such
appeal has become final.

E:; To exercise such option, the Lessee shall, within thirty {30)
i days following the event authorizing the exercise of such option,
§§ give written notice to the Lessor and to the Trustee and shall
- specify therein the date of closing such purchase, which date shall
¢ not be less than forty—-five (45) nor more than ninety {(90) days
e from the date such notice is mailed, and in case of a redemption of
&~ the Bonds in accordance with the provisions of the Indenture, shall
make arrangements satisfactory to the Trustee for the agiving of the
g required notice of redemption for the redemption of the Bonds on

the earliest practicahble date either on or following the closing of
such purchase. The purchase price payable by the Lessee in the
event of its exercise of the option granted in this Section shall
be the sum of the following:

(i) an amount of money which will be sufficient
o pay the principal of the then outstanding Bonds plus
accrued interest thereon to the redemption date; plus

(ii) an amount of money equal to the Trustee's
and paying agents' fees and expenses under the Yndenture
accrued, and to accrue until such final payment and
redemption of the Bonds: plus
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(iii) the sum of One Hundred Dollars plus all costs
and expenses incurred by the Lessor relative to the
exercise of the option.

In the event of the exercise of the option granted in this
section, any Net Proceeds of insurance or condemnation after the
payment of the regquired redemption price shall be paid to the
Lessee,

Section 11.3 Option to Purchase Project After Payment of the
Bonds. The Lessee shall have, and is hereby granted the option to
purchase the Project at any time during the Lease Term or within
forty-five (45) days therecafter, following full payment of the
Bonds (or provision for payment thereof having been made in ‘
accordance with the provisions of the Indenture) or at any time at
which the Lessee shall have the option to terminate this Lease
Agreement pursuant to Section ll.l(a) hereof, for a purchase price
of One Hundred Dollars, plus all costs and expenses incurred by the
l.Lessor and the Trustee relative to the exercise of such option. To
exercise this option granted in this Section 11.3, the Lessee shall
notify the Lessor of the Lessee's intention so to exercise such
option no less than forty-five (45}, ncor more than ninety (90) days
prior to the proposed date of purchase and shall, on the date of
purchase, pay such purchase price to the Lessor.

Section 11.4 Option to Purchase Unimproved Land. The Lessee
shall have, and is hereby granted, the option to purchase any
Unimproved part of the Leased Land at any time, and from time to
time, at and for a purchase price equal to the fair market value
thereof provided that it furnishes the Lessor with the following:
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(a) A notice in writing setting forth (i) an
adequate legal description of that portion of the Leased
Land with respect to which such option is to be exer-
cised, and (ii) a statement that the Lessee intends
to exercise its option to purchase such portion of the
Leased Land on a date stated, which shall not be less
than forty-five (45), nor more than ninety (90) days
from the date of such notice, and (iii) a statement that
the use to which such portion of the Leased Land will be
devoted will be in furtherance ¢©f the purpose for which
the Lessor was organized:

54




(b} A certificate of an Independent Engineer
acceptable t¢ the Trustee, dated no more than ninety
{90) days prior to the date of the purchase, stating
that, in the opinion of the person signing such
certificate, (i) the porticon of the Leased Land with
respect to which the option is exercised is not needed
for the operation of the Project for the purposes
hereinabove stated, and {ii) the purchase will not
impair the usefulness of the Building and will not
destroy the meang of ingress thereto and egress

A\ ) therefrom;
AN,
*:j (c}) A certificate from a M.A.I. approved appraiser
= acceptable to the Trustee which sets forth the fair
O
market value of the real property to be purchased
g pursuant to the provisions of this Section 11.4; and
~ (d} An amount of money equal to the fair market
§ value of the real property to be purchased as set forth
ea in the appraisal called for above.

Upon receipt of the notice, certificate and money required in
this section to be furnished to it by the Lessee, the Lessor will
promptly deliver the same to the Trustee, will cause the Trustee to
deposit said money in the Construction Fund, if prior to the
Completion Date, and, if thereafter, in the Bond Fund to apply said
money as a partial redemption of the Bonds in accordance with the
terms of the Indenture and will secure from the Trustee a release
from the security interest afforded by the terms of the Indenture
of such portion of the Leased Land with respect to which the Lessee
shall have exercised the option granted in this section. In the
event the Lessee shall exercise such option, the Lessee shall not
be entitled to any abatement or diminution of the amounts pavable
under Section 5.3 hereof.

If the Lessee purchases any unimproved part of the Leased
Land pursuant to the provisions of this Section, or otherwise
acquires or leases other real property adjacent to the Leaséd
Land, all walls presently standing or hereafter erected on or
contiguous to the boundary line of the land so purchased, acquired
or leased by the Lessee shall be party walls and each party grants
the other a ten foot easement adjacent to any such party wall for
the purpose of inspection, maintenance, repair and replacement
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thereof and the connecting of new construction. If the Lessee
utilizes any party wall for the purpose of connecting new
construction that will be utilized under common control with the
Project, the Lessee may also connect the utility facilities on the
Leased Land for the purpose of serving the new construction and
may remove any non-loadbearing wall panels in the party wall;
provided, however, that if the property so purchased, acquired or
leased by the Lessee ceases to be operated under common control
with the Project, the Lessee covenants that the Lessee will
install non-loadbearing wall panels similar in quality to those
that have been removed and will provide separate utility services
for the new construction.

The Lessee may, at the Lessee's own expense, connect utility
and other similar facilities serving the Project to utility and
other similar facilities serving real property adjacent to or near
the Leased Land, or partly on such adjacent real property and
partly on the Leased Land, but only if the Lessee furnishes the
Lessor and the Trustee a certificate by an Independent Engineer
who 1is acceptable to the Trustee, certifying that such connection
of utility or other similar facilities will not unreasonably inter-
fere with the use of the Project.

Section 11.5 Conveyance on Exercise of Option to Purchase.
At the closing of the purchase pursuant to the exercise of any
option to purchase granted herein, the Lessor will, upon receipt
of the purchase price, deliver to the Lessee documents conveying
to the Lessee good and marketable title to the property with
respect to which such option was exercised, as such preopertvy then
exists, subject to the following: (i) those liens and encum~
brances, if any, to which title to said property was subject when
conveyed to the Lessor; {(ii) those liens and encumbrances created
by the Lessee, or to the creation or suffering of which the Lessee
consented; (iii) those liens and encumbrances resulting from the
failure of the Lessee to perform or observe any of its obligations
in this Lease Agreement; and (iv) Permitted Encumbrances other
than the Indenture and this Lease Agreement.

Section 11.6 Effect of Exercise of Options. Upon the
exercise of any option provided in this Article XI, the matured or
accrued obligations of the Lessee to the Lessor hereunder not
theretofore performed, shall survive.
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Section 11.7 Relative Position of Options and Indenture. The
Opt ions granted to the Lessee 1n this Article %I, shall be and
remain prior and superior to the Indenture and may be exercised
whether or not the Lessee is in default hereunder, provided that
such default will not result in the nonfulfillment of any condition

to the exercise of such option.

ARTICLE XII
MISCELLANEQUS

Section 12.1 Surrender of Project. Except as otherwise
expressly provided in this Lease Agreement, at the expiration or
cooner termination of the term of this Lease Agreement, the Lessee
will surrender possession of the Project peaceably and promptly to
the Lessor in as good condition as at the commencement of the
Lease Term, excepting only loss by fire or other casualty covered
by insurance, and ordinary wear, tear and obsolescence.

Section 12.2 Notices. All notices, certificates oOr other
communications hereunder shall be sufficiently given and shall be
deemed given when delivered or mailed by registered or certified
mail, postage prépaid, addressed as follows:

If to the Lessor: The Industrial Development Board
of the Town of Calera
City of Calera
P. O. Box 177
Calera, Alabama 35040

If to Lessee: Alabama Dynamics, Inc.
P. O. Drawer FF
Calera, Alabama 35040

If to Trustee: First Alabama Bank
» P. 0. Box 10247
Birmingham, Alabama 35202
Attn: Corporate Trust Department
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A duplicate copy of each notice, certificate, or other communica-
tion given hereunder by either the Lessor or the Lessee to the
other shall also be given to the Trustee. The Lessor, the Lessee
and the Trustee may, by notice given hereunder, designate any
further or different addresses to which subsequent notices,
certificates or other communications shall be sent.

Section 12.3 Binding Effect. This Lease Agreement shall
inure to the benefit of and shall be binding upon the Lessor, the
Lessee, and their respective successors and assigns, subject,
however, to the limitations of Section 9.1, 9.2 and 2.5 herecof.

Section 12.4 Severability. In the event any provision of
this Lease Agreement shall be held invalid or unenforceable by any
court of competent jurisdiction, such holding shall not invalidate
or render unenforceable any other provisions hereof.

Section 12.5 Amendments, Changes and Modifications. Subse-
quent to the issuance of the Bonds and prior to their payment in
full (or provision for the payment thereof having been made in
accordance with the provisions of the Indenture), this Lease Adgree-—
ment may not be effectively amended, changed, modified, altered or
terminated except in accordance with the Indenture.

Section 12.6 Execution in Counterparts. This Lease
Agreement may be executed in several counterparts, each of which
shall be an original and all of which shall constitute but one and
the same instrument.

Section 12.7 Recording and Filing. The Lessee will take all
actions that at the time and from time to time may be necessary
{or, in the opinion of the Trustee, may be necessary) to perfect,
preserve, protect and secure the interests of the Lessor and the
Trustee, or either, in and to the Project, this Lease Agreement
and the revenues and receipts derived by the leasing or sale of the
Project, including, without limitation, the filing of all financing
and continuation statements that may be reguired under the Alabama
Uniform Commercial Code.

Section 12.8 Net Lease. This Lease Agreement shall be
deemed and constructed to be a "net lease", and the Lessee shall
pay absolutely net during the Construction Period and the term
hereof the rent and all other payments required hereunder free of
any deductions, without abatement, deduction or set-off other than
those herein expressly provided.
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Section 12.9 Certain Tax Matters. The Lessor and the iL.essee
acknowledge and agree that 1t 1s thelr mutual intention that the
Lessee, for federal and state income tax purposes, will be entitled
to all deductions and credits with respect to the Project {includ-
ing, but not limited to, capital cost recovery and investment
credits) and that for such purposes this Lease Agreement shall be
deemed to be a financing of the Project.

Section 12.10 Date of this Lease Agreement. The date of this
Lease Agreement is intended as and for a date for the convenient
identification of this Lease Agreement and is not intended to indi-

cate that this Leagse Agreement was executed or delivered on such
date.

Section 12,11 Applicable Law. This Lease Agreement shall be
governed by and construed in accordance with the laws of the State.

Section 12.12 No Charge Against Lessor g Credit. No
provisions hereof shall be construed to impose a charge against the
general credit of the Lessor or any personal or pecuniary liability
upon the Lessor, its officers, directors, or of the City of Calera.
Nothing set forth in this Section 12.12, however, shall relieve the

Lessor from the observance and performance of the several covenants

and agreements on its part herein set forth.

Section 12.13 Captions. The captions or headings in this
Lease Agreement are for convenience only and in no way def ine,

limit or describe the scope or intent of any provisions or sections
of this Lease AQreement.
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IN WITNESS WHEREQF, the Lessee has caused this Lease Agre;gent
to be executed by one of its duly authorized officers, this /oTHay

of November, 1984, and the Lessor has caused this Lease Agreement
to be executed in its corporate name and its corporate seal to be
r affixed and attested by its duly authorized officers,

hereu?%ﬁ
this .;%ay of November, 1984, all effective as of November 1,

1984.
THE INDUSTRIAL DEVELOPMENT
BOARD OF THE TOWN OF CALERA
Bw_%ﬁfé A3, ﬁT/z%az“/K '
Its Chairmamw

ATTEST:

ALABAMA DYNAMICS, INC.

3 F

5. I
By . ’LA\:._ 2L ";.é (_, AL A ;
Its President

ATTEST:

Its Secretary
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ACKNOWLEDGMENT OF BOARD

STATE OF ALABAMA )

COUNTY OF SHELBY )

1, the undersigned, a Notary Public in and for said County 1in
said State: hereby certify that .Afﬁhmmh; ﬁ%(; ,ngdﬁuuhéw) :
whose name as et of The Lndustrial Development
Board of the Town of Calera, a public¢ corporation, is signed to the
foregoing instrument, and who is known to me, acknowledged before
me on this day that, being informed of the contents of this Lease
Agreement, he, as such officer and with full aunthority, executed
the s=ame vuluntarlly for and as the act of said corporatiocn.

nder my hand and official seal this the,/lﬁﬁzﬁay of

Given
:ﬂé&:ﬂjﬂ/ , 1984.

Yo 27, O, o 4,)

Nﬂtary Public [:
My Commission Expires: .

.. wm= L
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ACKNOWLEDGMENT OF LESSEF

STATE OF ALABAMA )

COUNTY OF SHELBY )

said State, hereby certlfy that

whose name as fﬂ&“&ﬂ&#?h nf Alabama Dynamics, Inc., an
Alabama cnrpmratlﬂn, is signed to the foregoing instrument, and who
1s known to me, acknowledged before me on this day that, being
informed of the contents of this Lease Agreement, he, as such
cfficer and with full authority, executed the same voluntarily for
and as the act of said corporation.

l'

I, the undersigned, a Notary PuEllc in and for sald Counrty 1in

Wder my hand and official seal this the /éﬁday of

;, 1984,
%?“ }ééaﬂﬁ?pf _:.
Notary Publj )

My Commissidn expires: &/2% 7S
. f r
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EXHIBIT "A"™
TO THAT CERTAIN LEASE AGREEMENT
BY AND BETWEEN

THE INDUSTRIAL DEVELOPMENT BOARD OF THE TOWN OF CALERA
AND

ALABAMA DYNAMICS, INC.

Commence at the Northeast Corner of Section 2, Township 24 North,
Range 13 East; thence West along the base line a distance of 122
feet to a stake; thence run South 4° 12' East 16 feet to a point on
the West right of way line of Interstate Highway I65; thence turn
an angle to the left and run along said right of way line a
distance of 579.82 to the centerline of an Alabama Power Company
transmission line right of way and the point of beginning; thence
cont inue in the same direction along the West right of way line of
Interstate Highway 165 a distance of 385.08 feet: thence turn an
angle of 96° 07' 32" to the right and run a distance of 623.57
feet: thence turn an angle of 89°¢ 58' 36" to the right and run a
distance of 818.43 feet to a point in the centerline of said

Alabama Power Company transmission right of way; thence turn an
angle of 126° 47' 42" to the right and run along said centerline of
said Alabama Power Company transmission line a distance of 727.58
feet to the point of beginning. Situated in the NE 1/4 oif the RNE
1/4, Section 2, Township 24 North, Range 13 East, Shelby County,

Alabama.

Excepting from the warranties of the above described property any
port ion thereof located within Blocks 224, 237 and 338, bunstan's

Survey, recorded in Shelby County.
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EXHIBIT "B"
TO THAT CERTAIN LEASE AGREEMENT

BY AND BETWEEN
BOARD OF THE TOWN OF CALERA

AND
ALABAMA DYNAMICS,

THE INDUSTRIAL DEVELOPMENT

INC.

| INTENTIONALLY LEFT BLANK)

e
T -
v  STATE OF ALA. SHELBY £,

%‘ I CERTIEY THIS

INSTRUMENT V7S FILED

D P
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