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LEASE AGREEMENT

Dated as of October 1, 1986

(Peltown Project)

By and between

THE INDUSTRIAL DEVELQPMENT BOARD OQF
THE TOWN OF PELHAM

and

PELTOWN REALTY COMPANY

o 100 me119

The interest of The Industrial Development Board of
the Town of Pelham in any rents, revenues and receipts
derived by it under this Lease Agreement has been assigned
to First National Bank of Jasper under the Mortgage and
Security Agreement dated as of October 1, 1986, and to
First Commercial Bank, as Trustee under the Mortgage and
Indenture of Trust, dated as of October 1, 1986.

il

This Lease Agreement was prepared by

lLawrence Dumas III of Cabanigs, Johnston, Gardner,
Dumas & O'Neal, 1900 First National-Southern Natural
Building, Birmingham, Alabama 35203.
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STATE OF ALABAMA
SHELBY COUNTY

LEASE AGREEMENT dated as of October 1, 1986, between The
Industrial Development Board of the Town of Pelham, a public
corporation and instrumentality under the laws of the State of
Alabama, party of the first part, and Peltown Realty Company,
an Alabama general partnership, party of the second part,

WITNESSETEH:

~ In consideration of the mutual covenants and agreements
hereinafter contained, the parties hereto hereby covenant,

:agree and bind themselves as follows, to-wit:

ARTICLE 1

DEFINITIONS, REPRESENTATIONS AND DEMISE CLAUSE

Section 1.1 Definitions. The following words, terms or
phrases, when used in this Lease Agreement, have the following

meanings, unless the context clearly indicates a different
meaning:

*Authorized Investments'™ shall have the meaning ascribed in
the Indenture.

"Bank'' means First National Bank of Jasper, a national
banking association with itg principal office i1in the City of

Jasper, Alabama, in its capacity as issuer of the Letter of
Credit.

"Bank Mortgage' means the Mortgage and Security Agreement
dated as of October 1, 1986, from the Lessee and the Lessor to
the Bank, which will be recorded in the office of the Judge of
Probate of Shelby County, Alabama, at the same time this Lease
Agreement is so filed in said office.

""Base Rate' means the rate of interest established (whether
or not charged) from time to time by the Trustee as its general
reference rate of interest, after taking into account such
factorg as the Trustee may from time to time deem appropriate
in its sole discretion (it being understood, however, that the
Trustee may from time to time make various loans at rates of
interest having no relationship to such general reference rate

. 0f interest).
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"Bagic Rent'" means that portion of the rent payable under
Section 3.2(a) hereof.

"Bondg' meansg the Industrial Development Revenue Bonds
(Peltown Project) of the Lessor of even date herewith isgsued
purguant to the Indenture in the principal amount of §1,675,000.

"Bond Fund' means the fund established under Section 4.1 of
the Indenture.

“"Bondholder' or "holder' or "owner of the Bonds' means the
registered owner of any outstanding Bond.

"Buildings' means (i) the buildings, structures and
fixtures constructed or installed on the Leased Realty pursuant
to Article II of this Lease Agreement, and (ii) all other
buildings, structures and fixtures now or hereafter located on
the Leased Realty, .as they may at any time exist.

Code" means the Internal Revenue Code of 1986.

"Construction Fund' means the fund established under
Saction 3.3 of the Indenture.

"Enabling Law' means Article & of Chapter 54 of Title 11 of
the CODE OF ALABAMA 1975 (Section 11-54-80 et seq.). |

"Equipment™ means (i) the machinery, equipment and personal
property acquired and installed in or about the Buildings or on
the Leased Realty pursuant to Article II of this Lease
Agreement, including without limitation any machinery,
equipment and personal property acquired with the proceeds from
the sale of the Bonds and the machinery, equipment and personal
property described in Exhibit A attached hereto and made a part
hereof, and (ii) any machinery, equipment or personal property
acquired in substitution therefor or as a renewal or
replacement thereof pursuant to the provisions hereof.

*Guarantors' means the Lessee and its general partners.

"Guaranty Agreement'' means the Bond Guaranty Agreement
dated as of October 1, 1986 between the Guarantors and the
Trustee,

"Indenture’ means the Mortgage and Indenture of Trust
(including any indenture supplemental thereto) between the
Lessor and SouthTrust Bank of Alabama, National Association, as
trustee, of even date, which will be filed for record in the
office of the Judge of Probate of Shelby County, Alabama, at .
the gsame time this Lease Agreement is so filed in said office.
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"Independent Architect’™ means a person registered and
qualified to practice as an architect under the laws of the
State, not unsatisfactory to the Trustee, and not in the
full-time employment of either the Lessor or the Legsee.

"Independent Engineer'' means a person registered and
qualified to practice as an engineer under the laws of the
State, not unsatisfactory to the Trustee, and not in the
full-time employment of either the Lessor or the Lessee.

"Inducement Agreement' means the agreement between the
Lessor and Lessee dated May 15, 1986, whereby the Lessor

agreed to issue the Bonds to finance the cost of the
Project.

'Lease Agreement’ means these presents as supplemented
and amended by the Lessor and the Lessee pursuant to
Article IX of the Indenture.

"Leage Term” means the duration of the leasehold
estate granted in Section 3.1 of this Lease Agreement.

'""Leased Realty' means the real estate described in
Section 1.4 hereof less any such real estate, interests in
real estate and other rights as may be released from this
Lease Agreement pursuant to the provisions hereof or taken
by the exercise of the power of eminent domain.

"Lessee' means the party of the second part hereto and
its successors and assigns.

''Lessor” means (1) the party of the first part hereto,
and 1ts successors and assigns, and (ii) any public
corporation resulting from or surviving any consolidation
or merger to which it or its successors may be a party as
permitted in Section 6.3 hereof.

. "Letter of Credit' means the irrevocable standby
letter of credit dated as of October 1, 1986, issued by
the Bank to the Trustee with respect to the Bonds.

"Municipality' means the City of Pelham, Alabama.

"Net Proceedsg', when used with respect to any
ingsurance 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
reasonable expenses (including reasonable attorneys' fees

and any extraordinary fee of the Trustee) incurred in the
collection ¢f such gross proceeds. -
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”Prc'ectﬂimeanﬂ the Leased Realty, the Buildings, and
the Equipment, as they may at any time exist, and all

other property and rights referred to, or intended so to
be, in the demising clauses hereof.

"Project Costs' means (i) the Costs incurred in

[ ]

connection with the issuance and sale of the Bonds., and
(1i) all costs of acquiring and constructing the Project,

as provided in Article II hereof (including capitalized
interest).

"Project Supervigor' means the agent of the Lessee who
at the time shall have been designated by the lLessee ag
Project Supervisor pursuant to Section 2.1 hereof.

"Redemption Fund' means the fund established under
Section 4.6 of the Indenture.

"Reimbursement Agreement'' means the Reimbursement
Agreement dated as of October 1, 1986, between the Lessee

and the Bank, pursuant to which the Letter of Credit has
been issued.

"State' means the State of Alabama.

"Trustee' means the trustee at the time serving as
such under the Indenture.

"Unimproved'" when used with reference to the Leased

Realty means any part or parts of the Leased Realty upon
the surface of which no part of a building or other
gtructure rests.

Section 1.2 Representations by the Lessor. The
Lessor makes the following representations:

(a) The Lessor is duly incorporated under the
provisions of the Enabling Law and 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 default under any of the provisions contained in
its certificate of incorporation, its by-laws, or in the
laws of the State. By proper corporate action the Lessor

has duly authorized the execution and delivery of this
LLeagse Agreement.

(b) The Lessor has determined that the issuance of
the Bonds, the acquisition, improvement and construction
0f the Project and the leasing of the Project to the
Lessea will promote industry, develop trade and further
the use of the agricultural products and natural and human
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resources of the State and the development and
preservation of said resources.

(¢) The Bonds will be issued and delivered
contemporanecusly with the delivery of this Lease
Agreement.

(d) The Inducement Agreement was authorized by the
board of directors of the Lessor by resolution adopted on
May 15, 1986, at a meeting of the directors duly called
and held in compliance with the provisions of the Enabling

Law and the Lessor's.certificate of incorporation and
h}'*laWS s r )

Ssection 1.3 Representationsg by the Lessee. The
Lessee makes the following representations:

(a) The-Lessee 18 duly organized ‘under the laws of
the state of Alabama and is duly qualified to do business
in the State, is not in violation of any provisions of its
partnership agreement or the laws of the State, has power
to enter into this Lease Agreement, and has duly

authorized the execution and delivery of this Lease
Agreement.

(b) The financing of the Project through the issuance
Of the Bonds and the leasing of the Project to the Lessee
has induced the Lessee to locate a new project in the
>tate as provided in the Enabling Law to enlarge, expand
and improve existing operations in the State.

(¢) The Lessee intends to sublease the Project for
the manufacture, assembling, processing, storing,
warehousing and distributing ¢of (i) threaded rods and
other metal products, or (ii) such other products of

agriculture, mining and industry as the Lessee may deem
appropriate.

Section 1.4 Demigse of the Project. The Lessor, for
and in consideration of the rents, covenants and
agreements hereinafter reserved, mentioned and contained
on the part of the Lessee to be paid, kept and performed,
does hereby demise and lease to the Lessee, and the Lessee
does hereby lease, take and hire from the Lessor, the

following described real property located in the City of
Pelham, Shelby County, Alabama, to-wit:

A parcel of land situated in the North 1/2
of Section 12, Township 20 South, Range 3
West, Shelby County, Alabama, being more.
particularly described as follows:

]
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Commence at the Southwest corner of the
Southeast 1/4 of the Northwest 1/4 of said
Section 12: thence Easterly along the South
line of gaid 1/4-1/4 Section a distance of
1,091.42 feet to a point; thence left 69
degrees 30 minutes 00 seconds in a
Northeasterly direction a distance of 480.00
feet to an iron; thence right 1 degree 30
minutes 55 seconds a distance of 331.34 feet
to an X in the end of the block wall and
being the point of beginning; thence
continue along lagst described course being
along & block wall a distance of 109.72 feet
to an X on wall; thence right 12 degrees 10
minutes 14 seconds and along wall in a
Northeasterly direction a distance of 252.80
feet to a point on the Southerly
right-of-way of Cross Creek Trail; thence
left 124 degrees 10 minutes 04 seconds and
along said right-of-way in a Westerly
direction a distance of 103.25 feet to the
P.C. a curve to the right having a central
angle of 29 degees 35 minutes 23 seconds and
a radius of 662.5% feet; thence right and
along said curve an arc distance of 342.19
feet to the P.T. of gsaid curve; thence left
from tangent 27 degrees 07 minutes 43
seconds leaving the Southerly right of way
of Cross Creek Trail in a Westerly direction
a distance of 294.69 feet to a point; thence
left 24 degrees 15 minutes 05 seconds and in
a Southwesterly direction a distance of
278.57 feet to a point; thence left 70
degreeg 27 minuteg 20 seconds . and 1in a
Southerly direction a distance of 307.02
feet to :a point; thence left 87 degrees 46
minutes 15 seconds in an Easterly direction
a distance of 788.41 feet to the point of
beginning. '

together with the Buildings and the Equipment, as they may

at any time exist, and all other properties which, under

the terms hereof, are or subsequently become a part of the
Project.

ARTICLE II

ACQUISITION OF THE PROJECT

Section 2.1 Agreement to_Acquire. Subject to the
restrictiong provided in Section 10.1 hereof, from the

principal proceeds derived from the sale of the Bonds and
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other moneys on depogit in the Construction Fund, the
Lessor will: (a) pay the costs incurred in connection
with the issuance of the Bonds; (b) pay the costs of
acquiring the Leased Realty; (c¢) pay the costs of
congtructing or installing buildings, structures and
fixtures on the Leased Realty in accordance with plans and
specifications therefor furnished to the lLessor by the
Lessee; and (d) pay the costs of acquiring and installing
in or about such:buildings and gtructures or on the Leased
Realty certain machinery, equipment and personal property,
someé of which is8 generally described in Exhibit A attached
hereto and made a part hereof, such acquisition and
installation to be made substantially in accordance with
written directions from the Lessee.

Pursuant to the Inducement Agreement the Lessor agreed
to issue the Bonds to finance the cost of the Project, to

proceed, or permit the Lessee to proceed, pending the

1ssuance of the Bonds, with the acquisition and
congtruction of the Project with funds advanced by the
Lessee, and to reimburse the Legsee for funds so advanced
from the proceeds of the Bonds when issued. In accordance
with the Inducement Agreement, the Lessee and the Lessor
have proceeded with the acquisition and construction of
the Project. The Lessor (i) shall cause withdrawals to be
made from the Construction Fund to reimburse the Lessee
for funds advanced t¢o the Lessor on behalf of the Lessee
or expended by the Lessee for such purpose, subject to the
requirements of the Indenture with respect to withdrawals
from the Construction Fund, and (ii) will assume or accept
the assignment of such contracts and purchase orders
entered into by the Lessee prior to the execution and
delivery of this Lease Agreement for the acquisition and
construction of the Project as the Lessee may request.

The Lessor will continue such acquisition,
construction and installation with all reasonable dispatch
and due diligence and will cause the Project to be
completed as promptly as practicable. The Lessee will
promptly give 1its written instructions with respect to,
and will request the Lessor to enter into, such
construction contracts and purchase orders for material,
supplies and equipment, and will take whatever other
action may be provided for in this Lease Agreement, as
shall be necessary to complete the Project. The Lessor
will not execute any construction contract or purchase

orders for the Project without the prior written congent
0f the Lessee.

The Lessee may cause changes or amendments to be made
in the plang and specifications for the Project, provided

- o mmlA- - L. W .ma- &, 1. . C oErrrE— = e p———— - - - mm...-




(i) such changes or amendments will not change the nature
of the Project to the extent that it would not constitute
a '"project' as authorized by the Enabling Law, and (ii)
such changes or amendments will not materially affect the
utility of the Project for its intended use. The Lessor
will make conly such changes or amendments in the plans and
specifications for the Project ags may be requested in
writing by the Lessee,

If after the exercise of due diligence by the Lessor,
it is impossible for the Lessor to acquire, construct or
install any part of the Project which the Lessee requests
the Lessor 80 to acquire, construct Oor install, the Lessor
will notify the Lessee and the Trustee in writing and the
Lesgee (a) will withdraw the request in question, or (b)
will itself effect the acquisition, construction or
installation so requested, for and in the name and on

- hehalf of the Lessor, in which case the Lessee shall be
entitled to reimbursement from the Construction Fund for
the costs incurred by it in effecting such acquisition,
construction or installation, subject to the requirements
of the Indenture with respect to withdrawals frﬂm the
Construction Fund.

The Lesgsor and the Lessee shall from time to time each
appoint by written instrument an agent or agents |
authorized to act for each respectively in any or all
matters relating to the acquisition, construction and
ingtallation of the Project and payments t¢o be made out of
the Construction Fund. One of the agents appointed by the
Lessee shall be designated its Project Supervisor. Either
the Lessor or the Lessee may from time to time, by written
notice also filed with the Trustee, revoke, amend or
otherwise limit the authorization of any agent appointed
by it to act on its behalf or designate another agent or
agents to act on its behalf, provided that there shall be
at .all times at least one agent authorized to act on
behalf of the Lessor, and at least one agent (who shall be
the Project Supervisor) authorized to act on behalf of the
Lessee, with reference to all the foregoing matters.

soox 100 mc:131

The Lessor shall cause withdrawals to be made from the
Cconstruction Fund for the payment of the Project Costs
(including reimbursement to the Lessee for Project Costs),
but only upon the written approval of the Lessee and
gsubject to the requirements of the Indenture with respect
to withdrawals from the Construction Fund. In the event
that, after reasonable request made t¢ the Lessor by the
Lessee, the Lessor fails or refuses to issue or execute a
payment requisition from the Construction Fund for payment
of any Project Costg, the Project Supervisor then




designated by the Lessee, who is hereby irrevocably

appolnted as agent for the Lessor for such purposes, may

igsue and execute, also for and in the name and behalf of !
the Lesgor and without any approval of any officer,

employee or other agent therecf, a payment requisitinn on

the Construction Fund.

Section 2.2 No Warranty of Suitability by Legsor;
~Lessee Required to Complete PIDJECt in Certain Events.
The Lessee recognizes that since the plans, specifications
and directions for acquiring, constructing and installing
the Project are furnished by it, the Lessor makes no
warranty, either express or 1mplled nor offers any
assurances that the Project will be suitable for the
l.essee's purposes or needs or that the moneys on deposgit
in the Construction Fund will be sufficient to pay in full
all Project Costs which can be paid from the Construction
Fund. In the event the moneys on deposit in the
Construction Fund are insufficient to pay in full all
Project Costs which can be paid from the Construction
Fund, and in the event Project Costs are incurred which
cannot be paid from the Construction Fund, or 1in either
event, the Lessee shall be obligated to complete the
O\ acquigition, construction and installation of the Project
s_?!at ites own expense and the Lessee shall pay any such
deficiency and shall save the Lessor whole and harmless
ﬂ:frum any obligation to pay such deficiency. The Lessee
c:jahall not by reason of the payment of such deficiency from
= its own funds be entitled to any diminution in the payment
wd Of the rents hereunder.

5 Section 2.3 Lessor to Pursue Remedies Against

2 Vendors, Contractors and subcontractors and: Their
Suretieg. In the event of default of any vendor,
contractor or subcontractor under any contract or purchase
order made by it for acquisition, construction or
installation of the Project, the Lessor will promptly
proceed (subject to the Lessee's advice to the contrary),
either separately or in conjunction with others, to
exhaust the remedies of the Lessor against the vendor,
contractor ¢r subc¢ontractor 80 in default and against his
surety (if any) for the performance of such c¢ontract or
purchase order. The Lessor will advise the Lessee of the
steps it intends to take in connection with any such
default and the Lessee will pay all costs, fees and
expenses incurred which are not paid from the Construction
Fund. If the Lessee shall so notify the Lessor, the
Lessee may, in its own name or in the name of the Lessor,
prosecute or defend any action or proceeding or take any
other action involving any such vendor, contractor,
subcontractor or surety which the Lessee deems reasonably
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necessary, and in such event the Lessor will cooperate
fully with the Lessee and will take all 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 shall be paid into the
Construction Fund.

Section 2.4 Investment of Construction Fund, Bond
Fund and Redemption Fund Moneys. The Lessor shall cause
any moneys held as a part of the Construction Fund, the
Bond Fund and the Redemption Fund to be invested or
reinvested by the Trustee in Authorized Investments at the
request of, and as directed by, the Lessee. Any interest
bearing deposits, including certificates of deposit,
issued by or deposited with the Trustee shall be deemed to
be investments and not trust deposits. The Trustee may
make any and all such investments through i1ts own bond
department. No investment shall be made which may result
in any Bond being considered an "arbitrage bond' within
the meaning of Section 148 of the Code.

Section 2.5 Completion of the Project. The
CVY completion of the Project shall be evidenced to the
€D Trustee by a certificate signed by the Lessor and by the
*_{Prﬂject Supervisor on behalf of the Lessee stating that
(1) construction and installation of the buildings,
structures and fixtures have been completed 1n accordance
with the plans and specifications approved by the Lessee,
(ii) all machinery, equipment and other personal property
have been acquired and installed in accordance with the
Legssee's instructions, {(i1ii) all labor, services,
materials and supplies 1in connection with such
construction, acquisition and installation have been paid
for, and (iv) all facilities necessary in connection with
the Project have been constructed, acquired and installed
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 any vendor, contractor,
subcontractor or other person not a party to this Lease
Agreement which exist at the date of such certificate or
which may subsequently come into being. The Lessor and
the Lessee will cooperate with each other in causing such
certificate to be furnished to the Trustee.

BOOK 100 PACE

After the delivery of the aforesaid certificate to the
Trustee, any moneys then remaining in the Construction

Fund shall be applied as provided in Section 3.4 of the
Indenture.
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ARTICLE IIT

DURATION OF LEASE TERM
AND RENTAL PROVISIONS

Section 3.1 Duration of Term. The term of this Lease
Agreement and of the lease herein made shall begin on the
date of the delivery of this Lease Agreement and, subject
to the provisions of this Lease Agreement, shall continue
until midnight of October 1, 2001. The Lessor will
deliver to the Lessee possession of the ProJect (or such
portion or portions thereof as are then in existence) on
the commencement date of the Lease Term, subject to the
inspection and other rights reserved 1in this Lease '
Agreement, and the Lessee will accept possession thereof
at such time; provided, however, the Lessor will be
permitted such possession of the Project as shall be
necessary and convenient for it to comply with the
provigions of Section 2.1 hereof; and provided further,
the Lessor will be permitted such possession of the
Project as shall be necessary and convenient for 1t to
construct or install any additions or improvements and to
make any repairs or restorations regquired or permitted to
be constructed, installed or made by the Lessor pursuant
to the provisions hereof.

Section 3.2 Rental Provigions. (a) Basic Rent. The
Lessee does hereby covenant and agree to pay to the Lessor
as Bagic Rent such amounts as shall be required to pay the
principal of and interest on the Bonds, and each payment
of Bagic Rent shall be made not later than five days
before the date on which the corresponding payment of
principal of the Bonds or interest on the Bonds, or both,
is due and payable.

All Basic Rent payments shall be made directly to the
Trustee for the account of the Lessor and shall be
deposited in the Bond Fund. If on any principal or
interest payment date the balance in the Bond Fund is

~insufficient to pay the principal of and interest on the

Bonds due and payable on such date, the Lessee will
forthwith pay any such deficiency. Any installment of
Basic Rent not paid on the due date thereof shall bear
interest until pa1d .at the rate of 10% per annum or the
maximum rate of interest allowed by law, whichever is less.

The Lessor shall cause all moneys deposited in the
Bond Fund to be applied to the payment of principal of or
interest on the Bonds within thirteen months from the date
¢f such deposit and shall cause all amounts received from
the investment of moneys in the Bond Fund to be applied to
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the payment of principal of or interest on the Bonds
within twelve months from the date of receipt of such
investment income. Any amount held by the Trustee in the
Bond Fund on a rental payment date shall be credited
against Basic Rent required to be paid by the Lessee on
guch rental payment date to the extent needed, provided
that such amount shall only be 80 c¢redited to the extent
it is in excess of any amount required for payment of the
principal of and premium (if any) on Bonds theretofore
matured or called for redemption, and past due interest on
such Bonds.

If at any time the amount held by the Trustee in the
Bond Fund shall be sufficient to pay at the times required
all the principal of, interest due and to become due and
premium (if any) on the Bonds then remaining unpaid, the
Lessee shall not be obligated to make any further Basic
Rent payments under the provisions of this Section, but
this provision shall not affect the other obligations of
the Lessee under this Lease Agreement.

(b) Additional Rent. The Lessee shall pay as
additional rent to the Trustee (i) an amount equal to the
annual fee of the Trustee for the ordinary services of the

A Trustee rendered and its ordinary expenses incurred under

&Y the Indenture, as and when the same becomes due, (ii) the

‘:jreasanable fees and charges of the Trustee as bond

£ registrar and paying agent and any other paying agent on
the Bonds for acting as paying agent as provided 1n the

gIndenture. as and when the same become due, and (iii) the

< reasonable fees, charges and expenses of the Trustee for
necessary extraordinary services rendered by it and

= extraordinary expenses incurred by it under the Indenture,

2 as and when the same become due; provided, that the Lessee

' may, without creating a default hereunder, contest in good
faith the necessity for any such extraordinary services
and extraordinary expenses and the reascnableness of any

such fees, charges or expenses.

The Lessee further agrees to indemnify the Trustee
for, and to hold it harmless against, any loss, liability
or expense incurred without gross negligence or bad faith
on its part, arising out of or in connection with the
acceptance or administration of the trusts under the
Indenture, including the costs and expenses of defending
itself against any claim or liability in connection with
the exercise or performance of any of its powers and
duties under the Indenture,.

Section 3.3 Qbligations of lLessee Unconditiomal. The
obligation of the Lessee to pay Basic Rent and additional
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rent, to make all other payments provided for herein and
to perform and observe the other agreements and covenants
on its part herein contained shall be absgolute and
unconditional, irrespective of any rights of set-off,
recoupment or counterclaim it might otherwise have against
the Lessor. The Lessee will not suspend or discontinue
any such payment or fail to perform and observe any of its
other agreements and covenants contained herein or
terminate this Lease Agreement for any cause whatsoever,
including, without limiting the generality of the
foregoing, failure of the Lessor to complete the Project,
any acts or circumstances that may constitute an eviction
or constructive eviction, failure of consideration or
commercial frustration of purpose, the invalidity of any
provision of the Lease Agreement, any damage to or
destruction of the Project or any part thereof, the taking
by eminent domain of title to or the right to temporary
use of all or any‘part of the Project, any change in the
tax or other laws or administrative rulings, actions or
regulations of the United States of America or of the
State or any political or taxing subdivision of either
thereof, any failure of the Lessor to perform and observe
any agreement or covenant, whether exptress or implied, or
any duty, liability or obligation arising out of or in

(D connection with this Lease Agreement. Notwithstanding the

ﬂfuregﬂing. the Lessee may, at its own cost and expense and

ws 10 its own name or in the name of the Lessor, prosecute or

% defend any action or proceeding, or take any other action

,czjinvalving third persons which the Lessee deems reasonably

&= necessary in order to secure or protect its rights of use

<= and occupancy and the other rights hereunder. The
provisions of the first and second sentences of this

% Section shall apply only so long as any part of the
principal of and the interest on the Bonds temains
outstanding and unpaid.

Section ‘3.4 Municipal Public Service Payment. The
Legssee and the Lessor acknowledge that under present law
the Project is exempt from all taxation in the State,
including without limitation ad valorem taxes levied by
the Municipality. The Lessee further acknowledges that
public services provided by the Municipality (including,
without limitation, fire and police protection) benefit
the Lessee in the operation of the Project and enhance the

value of the interest of the Lessee in the Project.

In order t¢ compensate the Municipality for providing
the aforesaid services, the Lessee shall pay directly to
the Municipality as a third party beneficiary to this
l.Leage Agreement (and not to the Lessor or the Trustee), OnN
October 1, 1987, and on the first day of each October

-]3-

" n ', - . o -r = T e
o NV A L T L S T
. ™

|"" 6
.lrll LI

A . ¥ . - Lt . .
LTI St T T R T T A P




thereafter during the Lease Term, the sum of $7,873.

If the Project becomes subject during the Lease Term to ad
valorem taxeg levied by the Municipality and if the Lessee
shall pay such taxes pursuant to the requirements of the
other provisions of this Lease Agreement, then in such
case the Lessee shall not be required to make any payments
under this Section scheduled with respect to the period
for which such taxes are levied.

ARTICLE IV

MAINTENANCE, ALTERATIONS, REPLACEMENTS,
TAXES AND INSURANCE

Section 4.1 Maintenance and Repairs, Alterations and
Improvements to Buildings, Party Wallg and Lieng. (a) The
Lessee gshall, at 1ts own expense, (1) keep the Project in
as reasonably safe condition as its operations permit,
(ii) from time to time make all necessary and proper
repairs, renewals and replacements thereto, including
external and struc¢tural repairs, renewals and
replacements, and (iii) pay all gas, electric, water,
sewer and other charges for the operation, maintenance,

E;Pse and upkeep of the Project.

1 (b) The Lesgsee may, at its own expense, make
gstructural changes, additions, improvementa, alterations
07 replacements to the Buildings that it may deem
¢wndesirable, provided such structural changes, additions,
wimprovements, alterations or replacements do not change
the character of the Project as a '"project’™ under the
EEnabling Law, and provided further that the Lessee files
Swith the Lessor and the Trustee a certificate of an
Independent Engineer or an Independent Architect that such
additions, improvements, alterations or replacements will
not adversely affect the utility of the Project or
substantially reduce its value. In lieu of making such
additions, improvements or alterations itself, the Lessee
may, if it g0 desires, furnish to the Lessor the funds
necessary therefor, in which case the Lessor will proceed
to make such changes, additions, improvements, alterations
or replacements. All such changes, additions,
improvements, alterations and replacements whether made by
the Lessee or the Lessor shall become a part of the

Project and shall be covered by this Lease Agreement and
the Indenture.

~ {c) The Lessee may connect or "tie-in" walls of the
Buildings and utility and other facilities located on the
Leased Realty to other structures and facilities owned or
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leased by it on real property adjacent to the Leased
Realty. The Lesgsee may use as a party wall any wall of
the Buildings which is on or contiguous to the boundary
line of real property owned or leased by it, and in the
event of such use, each party hereto hereby grants to the
other a ten-foot easement adjacent to any such party wall
for the purpose of inspection, maintenance, repair and
replacement thereof and the tying in of new construction.
If the Lessee utilizes any wall of the Buildings as a
party wall for the: purpose of tying in new construction
that will be utilized under common control with the
Project, the Lessee may also remove any non-loadbearing
wall panel in the party wall; provided, however, if the
adjacent property ceases to be operated under common
control with the Project, the Lessee shall, at its own
expense, install wall panels gsimilar in quality to those
that have been removed. Prior ¢o the exercigse of any one
or more of the rights granted by this subsection (c). the
Lessee shall furnish the Lessor and Trustee a certificate
of an Independent Engineer or an Independent Architect
that the operation of the Project will not be adversely
atfected by the exercise of such rights.

(d)> The Lessor shall also, upon request of the
lLessee, grant such utility and other similar easements
over, across or under the Leased Realty as shall be
necessary or convenient for the furnishing of utility and
other similar services to the Project or to real property
adjacent to or near the Leased Realty and owned or leased
by the Lessee; provided that such easements shall not
adversely affect the operation of the facilities forming a
part of the Project.

(e) The Lessee shall not permit any mechanics' or
other liens to stand against the Project for labor or
material furnished it. The Lessee may, however, in good
faith contest any such mechanics' or other liens and in
such event may permit any such liens to remain unsatisfied
and undischarged during the period of such contest and any
appeal therefrom unless by such action the lien of the
Indenture on the Project or any part thereof, or the
Project or any part thereof shall be subject to loss or
forfeiture, in either of which events such mechanics® or
other liens shall be promptly satisfied.

Section 4.2 Removal of, Substitution and Replacement
for Equipment. The Lessor and the Lessee recognize that
portions of the Equipment may from time to time become
inadequate, obsolete, worn-out, unsguitable, undesirable or
unnecessary in the operation of the Project, but the
Lessor shall not be under any obligation to renew, repair
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or replace any such Equipment. If the Lessee in its sole
digscretion determines that any item of Equipment has
become inadequate, obsolete, worn-out, unsuitable,
undesirable or unnecessary in the operation of the
Project, the Lessee may remove such Equipment from the
Buildings or the Leased Realty and (on behalf of the
Legssor) sell, trade in, exchange or otherwise dispose of
it without any respounsibility or accountability to the
Lessor or the Trustee therefor, provided that

(i) the Lessee shall substitute and install in the
Buildings or on the Leased Realty (either by direct
payment of the costs thereof or by advancing to the
Lessor the funds necessary therefor) other machinery,
equipment or personal property having egqual or greater
value and utility (but not necessarily the same
function) in the operation of the Project, which such
substituted machinery, equipment or personal property
shall bhe free of all liens and encumbrances, shall be
the sole property of the Lessor, shall be and become a
part of the Equipment subject to the demise hereof and
to the lien of the Indenture, and shall be held by the
Lessee on the same terms and conditions as the items
originally comprigsing the Equipment,

(i1) such removal and substitution shall not impair
the operating unity of the Project, and
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(ii1) 8uch removal and substitution shall not change
the nature of the Project as a "project' under the
Enabling Law.

Section 4.3 Installation By Lessee of Its Own
Machinery and Equipment. The Lessee may, at its own
expense, 1irigtall in the Buildings or on the Leased Realty
any machinery, equipment or personal property which in the
Lesgee's judgment will facilitate the operation of the
Project. Any such machinery, equipment or personal
property which is ‘installed at the Lessee's expense and
does not constitute a substitution or replacement for the
Equipment pursuant to Section 4.2 hereof shall be and
remain the property of the Lessee and may be removed by
the Lessee at any time and from time to time while it 1is
not in default under the terms of this Lease Agreement;
provided, however, that any damage to the Project
occasioned by such removal shall be repaired by the Lessee
at 1ts own expense. At the time of the installation by
the Lessee ¢of any items of its own machinery, equipment or
personal property in the Buildings or on the Leased
Realty, the Lessee shall plainly, distinctly, permanently
and conspicuously place and fasten on each item a metal
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plate (or other practicable identification) readily
visible identifying the item as the property of the
Lessee. In case any such plate shall at any time he
removed, defaced or destroyed, the Lessee shall
immediately cause the same t0 be restored or replaced.

Section 4.4 Taxes, Other Governmental Charges and
Utility Charges. The Lessor and the Lessee acknowledge
(a) that under pregent law no part of the Project will be
subject to ad valorem taxation by the State or by any
political or taxing subdivigion therenf and that under
present law the income and profits (if any) of the Lessor
from the Project are not subject to either Federal or
State taxation, and (b) that these factors, among others,
have induced the Lessee to enter into this Lease
Agreement. However, the Lessee will pay, as the same
respectively become due, (i) all taxes and governmental
charges of any kind whatsoever that may at any time be
lawfully assessed or levied against or with respect to the
Project or any other property installed or brought by the
LLessee on the Leased Realty, including without limitation
any taxes levied on or with respect to the revenues,
income or profits of the Lessor from the Project and any
other taxes levied upon or with respect to the PruJect
which, if not paid, will become a lien on the Project
prior to or on a parity 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 pledge
or assignment thereof created and made in the Indenture
and 1nc1ud1ng any ad valorem taxes assessed upon the
Lessee's interest in the Project, and (ii) all assessments
and charges lawfully made by any governmental body for
public improvements that may be secured by "d’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 Lease
Term. The foregoing provisions of thlS Section shall he
effective only so long as any part of the principal of or
the interest on the Bonds remalns outstanding and unpaid.

The Lessee may, at its own expense and in its own name
and behalf or in the name and behalf of the Lessor, in
good faith contest any such taxes, assesgments and other
charges and, in the event of any such contest, may permit
the taxes, assessments or other charges so contested to
remain unpa1d during the period of such coantest and any
appeal therefrom, provided that during such perlod
enforcement of such contested items shall be effectively
stayed. The Lessor, at the expense of the Lessee, will
cooperate fully with the Lessee in any such contest.

~17-
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Section 4.5 Insurance Required. The Lessee will take
out and continuously maintain in effect the following .
insurance with respect to the Project, paying as the same
become due all premiums with respect thereto:

(a) Insurance to the extent of the full insurable
value of the Project against loss or damage by fire, with
uniform standard extended coverage endorsement limited
only as may be provided in the gtandard form of extended
coverage endorsement at the time in use in-the State;

(b In time of war in which the United States of
America is a4 belligerent, such insurance to the extent of
the full insurable value of the Project as may be

available against 10ss or damage by the risks and hazards
of war;

{¢) 1Insurance against liability for bodily injury to
ot death of persons and for damage to or loss of property
occurring on or about the Project or in any way related to
the condition or operation of the Project, in the minimum
amounts of $500,000 for death of or bodily injury to any
one person, $£1,000,000 for all death and bodily injury
claims resulting from any one accident, and $100,000 for
property damage;: and

(d) Flood insurance under the national flood
insurance program established by the Flood Disaster

™ Protection Act of 1973, as at any time amended, at all

|

BOOK

times while the Project 1is eligible under such program, in
an amount at least equal to the principal amount ¢of the
Bonds oucstanding or to the maximum limit of coverage made
available with respect to the Project under said Act,
whichever is less.

All policies evidencing the insurance required by the ,
terms of the preceding paragraph shall be taken out and
maintained in generally recognized responsible insurance
companies, qualified under the laws of the State to assume
the respective risks undertaken; provided that any policy
or policies evidencing the insurance regquired in clauses
(b) and (d) of the preceding paragraph may be taken out
from and maintained in the United States of America or an
agency thereof. All such i1nsurance policies ghall name as
insureds the Lessor, the Trustee and the Lessee (as their
respective interests shall appear) and shall contain
standard mortgage clauses providing for all losses
thereunder in excess of $25,000 to be paid to the Trustee;
provided that all losses (including those in excess of
€25,000) may be adjusted by the Lessee, gsubject, in the
case of any single loss in excess of $25,000, to the
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approval of the Trustee. The Lessee may insure under a
blanket policy or policies.

Each insurance policy required to be carried by this
Section gshall contain, to the extent obtainable, an
agreement by the insurer that (i) the Lessee may not,
without the consent of the Lessor and Trustee, cancel such
insurance or sell, asgign or dispose of any interest in
such insurance, policy or any proceeds thereof, (ii) such
insurer shall notify the Lessor and the Trustee if any
premium ig not paid when due or if any such policy is not
renewed prior to the expiration thereof, and (iii) such
insurer shall not cancel any such policy except on thirty
days' prior written notice to the Lessor and the Trustee,

All policies evidencing the insurance required to be
carried by thig Section shall be deposited with the
Trustee; provided, however, that in lieu thereof the
Lesgsee may deposit with the Trustee a certificate or
certificates of the respective insurers attesting the fact
that such insurance is in force and effect. Prior to the
expiration of any such policy, the Lessee shall furnish to
the Trustee evidence reasonably satisfactory to the
Trustee that such policy has been renewed or- replaced by
another policy or that there is no necessity therefor
under thig Lease Agreement.

Section 4.6 Advances by Lessor or Trustee. In the
event that the Lessee fails to take out or maintain the
full insurance coverage required by this Lease Agreement,
fails to pay the taxes or other charges required to be
paid by the Lessee at or prior to the time they are
required to be paid, or fails to keep the Project in good
order and repair and in as reasonably safe condition as
its operations permit, the Lessor or the Trustee, after
first notifying the Lessee of any such failure on its
part, may (but shall not be obligated to) take out the
required policies of insurance and pay the premiums on the
same, pay such taxes or other charges, or make such
repairs, renewals or replacements as may be necessary to
maintain the Project in as reasonably safe condition as
the Lessee's operations permit and to keep the Project in
good order and repair. All amounts so advanced therefor
by the Lessor or the Trustee, together with interest
thereon from the date of advancement at the Base Rate plus
2% per annum or the maximum rate of interest allowed by
law, whichever is less, shall become an additional
obligation payable by the Lessee to the Lessor or to the
Trustee, as the case may be. Any remedy herein vested in
the Lessor or the Trustee for the collection of the rental
payments shall also be available to the Lessor and the
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Trustee for the collection of all such additional
obligations for amounts s¢o advanced.

Section 4.7 Indemnity of Lessor. The Lessee agrees
to pay, and to indemnify and hold the Lessor harmless
against, any and all liabilities, losses, damages, claims
or actions {(including all reasonable attnrneys' fees and
expenses of the Lessor), of any nature whatsoever incurred
by the Lessor without willful misconduct or gross
negligence on its part arising from or in connection with
its performance or observance of any covenant or condition
on its part to be observed or performed under thig Lease
Agreement or the Indenture, inc¢luding without limitation,
(1) any injury to, or the death of, any person or any
damage to property at the Project, or in any manner
growing out of or connected with the use, nonuse,
condition or occupation of the Project or any part
-thereof, (ii) any-damage, injury, loss or destruction of
the Project, (iii) any other act or event oceurring upon,
or affecting, any part of the Project, (iv) violation by
the Lessee of any contract, agreement or restriction
affecting the Project or the use thereof of which the

gLessee has notice and which shall have existed at the

o commencement of the term hereof or shall have been
wapproved by the Lessee, or of any law, ordinance or
n_regulatlun affecting the Project or any part thereof or

¢— the ownership, occupancy or use thereof, and (v)

¢ liabilities, losses, damages, claims or actiong arising

~—iout of the offer and sale of the Bonds or a subsequent
gsale or distribution of any of the Bonds, unless the same
resulted from a representation or warranty of -the Lessor
in the Lease Agreement or any certificate delivered by the

Lessor pursuant thereto being false or misleading in a

material respect and such representation or warranty was
not based upon a similar representation or warranty of the
Lesgsee furnighed to the Lessor in connection therewith.

The covenants of indemnity by the Lessee contained in this
Section shall survive the termination of this Leage

Agreement. -

BUBH

The Lessee hereby agrees that the Lessor shall not
incur any liability to the Lessee, and shall be
indemnified against all liabilities, in exercising or
refraining from asserting, ma1nta1n1ng Or exercising any
right, privilege or power of the Lessor under the
Indenture if the Lessor is acting in good faith and

without gross negligence or in reliance upon a written
request by the Lessee.

-20-
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ARTICLE V

PROVISIONS RESPECTING DAMAGE,
DESTRUCTION AND CONDEMNATION

Section 5.1 Damage and Destruction. If the Project
is destroyed or is damaged 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 shall continye to pay the rent required to be paid
hereunder and the Lessee, or the Lessor at the Legsee's
direction and expense, (i) shall promptly repair, rebuiid
or restore the property damaged or destrovyed to
substantially the same condition in which it existed prior
to the event causing such damage or destruction, with such
changes, alterations and modifications (including the
substitution and addition of other property) as may be
desired by the Lessee and as will not impair the operating
unity or productive capacity of the Project or its
character as a "project' under the Enabling Law, and
(i1) shall apply for such purpose so much as may be
necessary Of any Net Proceeds of insurance resulting from
claimg for such logses, as well as any additional moneys
of the Lessee necessary therefor. If the cost of such
repairs, rebuilding and restoration is less than the |
amount of Net Proceeds of the insurance referable thereto,
the Lesgee may retain the amount by which such insurance
proceeds exceed said total cost.

If the Project is destroyed (in whole or in part) or
is damaged by fire or other casualty to such extent that
the claim for loss resulting from such destruction or
damage 18 in excess of $25,000, the Lessee shall continue
to pay the rent required to be paid hereunder and will
promptly give written notice of such damage and
destruction to the Trustee and the Lessor. All Net
Proceeds of insurance resulting from c¢laims for such
logses shall be paid to the Trustee and deposited in the
Construction Fund, whereupon (i) the Lesgee, or the Lessor
at the Lessee's direction, shall proceed promptly to
repair, rebuild or restore the property damaged or
destroyed to substantially the same condition in which it
existed prior to the event causing such damage or
destruction, with such changes, alterations and
modifications (including the substitution and addition of
other property) as may be desired by the Lessee and as
will not impair the operating unity or productive capacity
of the Project or its character as a "project' under the
Enabling Law, and {(ii) the Lessor shall cause withdrawals
to be made from the Construction Fund in the manner
provided in the Indenture to pay the costs of such repair,
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rebuilding oOr restoration, either on completion thereof or

ag the WOTK prugresﬁes.' The balance (if any) of insurance

proceeds in the Construction rund remaining after the !
payment of 211 of the costS of such repair, rebuilding Or
restoration shall be deposited 1im the Redemption Fund or,

{f the Bonds are fully paid, shall be paid to the Lessee.

In the.event the Net Proceeds of ingsurance are not
gufficient to pay in full the costs of repairing,
rebuilding and regtoring the Project as provided in this
Saction, the LesSee ghall nonetheless complete the work
thereof and shall pay that portion of the costs thereof in
excess of the amount of said proceeds Or gshall pay to the
Trustee for the account of the LessSOr the moneys necessary
to complete gsaid work. The Lessee€ ghall not by reason of
the payment of such excess costs (whether by direct
payment thereof or payment to the Trustee therefor) be
entitled to any reimbursement from the Lessor Or any
abatement oOrT diminution of the rents payable hereunder.

Anything in thig Section to the contrary

notwithstanding, if, as a result of such damage Qf

degstruction (irrespective of whether the 108S resulting

Iratherefrom ig greater than $25,000 or not), the Lessee 18§

.3ientitled to egercise an option to purchase the Project and

w3 OF Section 9.3 hereof, then neither the Lesseec nor the

= Lessor shall be required to repailr, rebuild or restore the

~ property damaged OT degtroyed, and SO nuch (which may be

o all) of any Net Proceeds referable to such damage Or

| destruction as shall be necegsary to provide for full
payment of the Bonds {(as gpecified in Section 6.4 hereof)

§ shall be paid to the Trustee and the excess thereafter

2. pemaining (if any) shall be paid to the Lessee.

Section 5.2 Condemnation. IR +he event that title
to, or the temporary use Of, the Project OT any part
thereof shall be taken under the exercise of the power of
eminent domain and as a result thereof the lLLessee is
entitled to exercise an option to purchase +he Project and
duly does 80O in accordance with the applicable provisions
of Section 9.3 hereof, so much (which may be all) of the
Net Proceeds rafaerable to such taking, including the
amounts awarded to the Lessor and the Trustee and the
amount awarded to the Lessee for the taking of all or any
part of the 1easehold estate of the Lessee in the Project
created by this Leasé Agreement, as shall be necessary to
provide for full payment of the Bonds (as specified in
Section 6.4 hereof) shall be paid to the Trustee and the
excess of such Net proceeds remaining (if any) shall be
paid to the Legsee. ,
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If as a result of such taking, the Lessee is not
entitled to exercise an option to purchase the Project
under Section 9.3 hereof, or, having such option, fails to
exercise the same in accordance with the terms thereof or
notifies the Lessor and the Trustee in writing that it
does not propose to exercise such option, the Lessee shall
be obligated to continue to make the rental payments
required to be paid under this Lease Agreement, and the
entire Net Proceeds hereinabove referred to shall be paid

to the Trustee and applied in one or more of the following
ways as shall be directed in writing by the Lessee:

(a) To the restoration of the remaining improvements
located on the Leased Realty to substantially the same
condition in which they existed prior to the exercise of
the power of eminent domain;

(b) To the acquisition, by construction or otherwise,
by the Lessor of other lands or improvements suitable for
the Lessee's operations at the Project, which land or
improvements shall be deemed a part of the Project and
available for use and occupancy by the Lessee without the
payment of any rent other than that herein provided to the
same extent as if such land or other improvements were
specifically described herein and demised hereby, and |
which land or improvements shall be acquired by the Lessor
subject to no liens or encumbrances prior to the lien of
the Indenture;

~ (¢) To the redemption of Bonds, including accrued
interest thereon to the date of redemption and the
applicable premium (if any), provided, that no part of any
such Net Proceeds (other than the Net Proceeds awarded to
the Lessee for the taking of all or any part of the
leasehold estate of the Lessee in the Project created by
this Lease Agreement) may be applied to the redemption of
Bonds unless (1) all of the Bonds are to be redeemed, or
(2) in the event that less than all of the Bonds are to be
redeemed, the Lessee has furnished to the Lessor and the
Trustee a certificate of an Independent Engineer or of an
Independent Architect stating (i) that the part of the
Project that was taken by such condemnation proceedings is
not essential to the Lessee's ugse 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
(1i1i) that land or other improvements have been acquired
which are suitable for the Lessee's operations at the

Project as contemplated by the foregoing subsection (b) of
this Section.
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Any balance of such Net Proceeds remaining after the
application thereof as provided in subsgections (a), (b)
and (¢) of this Section shall be deposited in the
Redemption Fund or, if the Bonds are fully paid, 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 proceeding with respect to the Project or any
part thereof and shall, to the extent it may lawfully do
go, permit the Lessee to litigate in any such proceeding
in the name and behalf of the Lessor. In no event shall
the Lessor settle, or consent to the gettlement of, any
prospective or pending condemnation proceeding without the
prior written congent of the Lessee.

Section 5.3 Condemnation of Lesgsee-Owned Property.
The Lessee shall be entitled to the Net Proceeds of any
award or portion thereof made for damage to or taking of
its own property not included in the Project, provided
that any Net Proceeds resulting from the taking of all or
any part of the leasehold estate of the Lessee in the
Project created by the Lease Agreement shall be paid and
applied in the manner provided in the foregoing Section of
this Lease Agreement.

ARTICLE VI

CERTAIN PROVISIONS RELATING TO ASSIGNMENT,
SUBLEASING, MORTGAGING AND THE BONDS

Section 6.1 Provisions Relating to Assignment and
Subleaging. The Lessee may assign this Lease Agreement
and the leasehold interest created hereby and may sublet

" the Project or any part thereof, subject, however, to the

following conditions:

(a) No such assignment or subleasing and no dealings
or transactions between the Lessor or the Trustee and
any assignee or sublessee shall in any way relieve the
Lesgee from primary liability for any of 1its
obligations hereunder. In the event of any such
agsignment or subleasing the Lessee shall continue to
remain primarily liable for the payment of all rentals
herein provided to be paid by 1t and for the
performance and observance of the other agreements and
covenants on its part herein provided to be performed
and observed by it.
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(b) The Legsgsee will not assign the leasehold interest
created hereby nor sublease the Project to any person
unless the operations of such assignee or sublessee
are consgistent with, and in furtherance of, the
purpose of the Enabling Law. The Lessee shall, prior
to any such assignment or sublease, demonstrate to the
reasonable satisfaction of the Lessor and the Trustee
that the operations of such agsignee or sublesses will

preserve the character of the Project as a 'project"
under the Enabling Law.

(c) The Lessee shall, within thirty days after the
delivery thereof, furnish to the Lessor and the

Trustee a true and complete c¢opy of each such
assignment or sublease.

The Lessee may mortgage and assign to the Bank, under
the terms and provisions of the Bank Mortgage, all of the
right, title, interest and estate of the Lessee under and
pursuant to this Lease Agreement.

Section 6.2 Assignment of Lease Agreement and Rents
by the Lesgsor. (a) The Lessor has, simultaneously with
W the delivery of this Lease Agreement, assigned its

m interest in and pledged any money receivable under this

Lease Agreement {(other than certain rights to
indemnification and reimbursement) to the Trustee as
c:,security for payment of the principal of and the interest
o= Ol the Bonds, and the Lessee hereby consents to such
w4 a88ignment and pledge. The Lessor has in the Indenture
obligated itself to follow the instructions of the Trustee
E or the Bondholders or a certain percentage thereof in the
election or pursuit of any remedies herein vested in it.
The Trustee shall have all rights and remedies herein
accorded to the Lessor and any reference herein to the
Lessor shall be deemed, with the necessary changes in
detail, to ihclude the Trustee, and the Trustee and the
Bondholders are deemed to be third party beneficiaries of
the covenants, agreements and representations of the
Lessee herein contained. Prior to the payment in full of
the Bonds, the Lessor and the Lessee shall have no power
to modify, alter, amend or terminate this Lease Agreement
without the prior written consent of the Trustee and then
only as provided in the Indenture. The Lessor will not
amend the Indenture or any indenture supplemental thereto
without the prior written consent of the Lessee. Neither
the Lessor nor the Lessee will unreasonably withhold any
congent herein or in the Indenture required of either of
them. The Lessee shall not be deemed to be a party to the
Indenture or the Bonds and reference in this Lease
Agreement to the Indenture and the Bonds shall not impose
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any liability or obligation upon the Lessee other than its

specific obligations and liabilities undertaken in this
Lease Agreement. |

(b) Subject to the assignment to the Trustee
described in paragraph (a) of this Section, the Lessor
has, simultaneocusly with the delivery of this Lease
Agreement, assigned its interest in and Pledged any money
receivable under this Lease Agreement (other than certain
rights to indemnification and reimbursement) to the Bank,
under the terms and provisions of the Bank Mortgage, and
the Lessee hereby consents to such assignment and pledge.
The Bank shall have all rights and remedies herein
accorded to the Lessor and any reference herein to the
Lessor shall be deemed, with the necessary changes in
detail, to include the Bank, and the Bank isg deemed to be
a third party beneficiary of the covenants, agreements and
repreésentations of the Lessee herein contained. Prior to
the satisfaction of the Bank Mortgage of record, the
Lessor and the Lessee shall have no power to modify,
alter, amend or terminate this Leage Agreement without the
prior written congent of the Bank. All rights of the
Lessee under this Lease Agreement are, to the extent of
any conflict or inconsistency with the rights of the Bank

cnunder the Bank Mortgage, subject and subordinate to the

wrrights of the Bank under the Bank Mortgage.

|

g Section 6.3 Restrictions on Mortgage or Sale of
Project by Legsor; Consclidation or Merger of, or Transfer

Coof Assets by, lLessor. Except for the mortgage of the

COProject to the Trustee pursuant to the Indenture and the

‘**mortgage of the Project to the Bank pursuant to the Bank

‘wmcMoOrtgage, the Lessor will not mortgage, sell, assign,

Etransfer Or convey the Project at any time during the

" Lease Term without the prior written consent of the Lessee
while the Lessee is not in default hereunder. If the laws
Of the State at the time shall permit it, nothing
contained in this Section shall prevent the consolidation
of the Lessor with, or merger of the Lessor into, or
transfer of the Project as an entirety to, any public
corporation whose property and income are not subject to
taxation and which has corporate authority to carry on the
business of owning and leasing the Project; provided, that
upon any such consolidation, merger or transfer, the due
and punctual performance and observance of all the
agreementg and provisions of this Lease Agreement to be
kept and performed by the Lessor shall be expressly
agssumed in writing by the corporation resulting from such
consolidation or surviving such merger or to which the
Project shall be transferred as an entirety.
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Section 6.4 _Redemption of Bonds. The amount
necessary to redeem Bonds shall be deemed to include, in
addition to the redemption price of the Bonds, all
expenses necessary to effect the redemption and all
interest on the Bonds to be redeemed to the next ensuing
date on which they can be redeemed, and, if all Bonds are
redeemed, all other obligations under the Indenture that
shall become due and payable on or prior to the redemption
date, including the Trustee's and paying agents' fees,
charges and expenses. The Lessee may, at its election and
at any time while it is not in default hereunder, pay to
the Trustee such amount as shall be sufficient to enable
the Lessor to retire, in advance of maturity and in
accordance with their terms, all of the Bonds or any of
the Bonds. Any payment made by the Lessee under this or
any other Section of this Lease Agreement to be applied to
the redemption of Bonds shall be made at least forty-five
days prior to the proposed redemption date and at the time
cf such payment the Lessee shall notify the Lessor and the
Trustee, in writing, as to the purpose of such payment,
and the Lessor, upon receiving such notice, shall be
obligated and hereby agrees to take all necessary action
to have the payment made by the Lessee for the purpose of
redeeming Bonds applied to the redemption of as many Bonds
as such payment will permit under the bond redemption
provisions of the Bonds and the Indenture.

Section 6.5 References to Bonds Ineffective After
Bonds Paid. Upon payment in full of the Bonds and of alil
fees and charges of the Trustee and paying agents, or
provision for payment thereof having been made in
accordance with the provisions of the Indenture, all
references in this Lease Agreement to the Bonds, the
Indenture and the Trustee shall be ineffective and neither
the Trustee nor any of the Bondholders shall thereafter
have any rights hereunder, saving and excepting those that
shall have theretofore vested.

In the event the Bonds are fully paid (or provisgion
for the payment thereof has been made in accordance with
the provisions of the Indenture) prior to the last
maturity of the Bonds, the Lessee shall be entitled to the
use and occupancy of the Project £rom the date of such
payment until the expiration of the term provided for in
Section 3.1 hereof without the payment of any further
Basic Rent or additional rent under Section 3.2 hereof but
otherwise on all of the terms and conditions hereof,
except that the provisions of Sections 5.1, 5.2, 5.3 and
7.2 hereof shall not apply and except further that the
Lessee shall not be required to carry any insurance for
the benefit of the Trustee, but shall be required to carry
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insurance under S5ection 4.5 hereof for the benefit of the
Lessor ag its interest may appear. If, after full payment
of the Bonds, there is any surplus remaining in the Bond
Fund, the Construction Fund or the Redemption Fund, the
Lessor will promptly pay such surplus to the Lessee.

ARTICLE VII

PARTICULAR COVENANTS OF THE LESSEE

Section 7.1 General Covenants. The Lessee shall not
do or permit anything tc be done at the Project that will
affect, impair or contravene any policies of insurance
that may be carried on the Project or any part thereof
against loss or damage by fire, casualty or otherwise.

The Lessee will, in the use of the Project and the public
ways abutting the same comply with all lawful reguirements
of all governmental bodies; provided, however, the Lessee
may, at its own expense in good faith contest the validity
or applicability of any such requirement.

Section 7.2 Inspection of Project. The Lessee shall
permit the Lessor, the Trustee, the original purchaser of
the Bonds and their duly authorized agents (subject to the
restrictions and requirements imposed by contracts with
the United States of America or agencies thereof, or by
subcontracts governed by such contracts, being performed
by the Lessee, or its subtenant or subtenants, 1n any part
of the Project) at all reasonable times to enter upon,
examine and ingpect the Project; and in the event of
default as hereinafter provided, the Lesse- shall permit a
public¢ accountant or firm of public accountants designated
by the Trustee to have access to, inspect, examine and
make copieg of the books and records, accounts and data of
the Lessee.

- Section f.3 §gecial Covenants. So long as any of the
Bonds are outstanding:

(a) The Lessee shall maintain proper books of record
and account, in which full and correct entries will be
made, in accordance with generally accepted accounting
principles, of all its business and affairs. The Lessee
shall furnish to the Lessor, to the Trustee and to the
original purchasers of the Bonds an annual operating
statement, in form satisfactory to the Trustee, sghowing
all items of income and expense for the operation of the
Project, within 120 days after the end of each cperating
year of the Lessee, and such other financial data as may
reasonably be requested by the Trustee, with reasonable
promptness.
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(b) The Lesgee shall duly pay and discharge all
taxes, assessments and other governmental charges and
liens lawfully imposed on the Lessee and upon the
properties of the Lessee, provided, however, the Lessee
shall not be required to pay any taxes, assessments or
other governmental charges 30 long as in good faith it
shall contest the validity thereof by appropriate legal
proceedings.

(c) The Lessee shall maintain and preserve its
existence and organization and its authority to do
bugsiness in the State and shall not wvoluntarily dissolve
without; .first discharging its obligations under this Lease
Agreement and shall comply with all wvalid laws, .
crdinances, regulations and requirements applicable to it
or to its property and the Project.

(d) The Lessee shall not in any manner transfer or
convey any substantial portion of its property or assets
without full consideration therefor.

Section 7.4 Financing and Continuation Statements.
The Lessee shall file with the Trustee not less than
thirty days nor more than six months prior to each date on
which continuation statements are required to be filed
under Section 7-9-403 of the CODE OF ALABAMA 1675 (or
successor statute or law), an opinion of counsel (who may
also be counsel for the Lessee) stating that: .

(a) all action has been taken with respect to the
filing, recording, refiling and rerecording of
financing statements, continuation statements,
documents or other notices as is necessary to perfect
and ‘to maintain the Lessor's title to and interest in
the machinery, equipment, fixtures and personal
property constituting a part of the Project and to
perfect and maintain the security interest of the
Trustee 1n such property for the benefit of the
Bondholders under the Indenture; and
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(b) all actions similar to those described in (a), if
any, required or appropriate to be taken during the
next gsucceeding twelve-month periocd, based on then
existing law, have been taken.

The Lessee shall file, record, refile and rerecord all
financing statements, continuation statements, documents
and notices necessary to accomplish the aforesaid and to
enable counsel to render such opinion.

-29-




soor 100 pee 153

ARTICLE VIII
EVENTS OF DEFAULT AND REMEDIES

Section 8.1 Eventg of Default Defined. The following
shall be events of default under this Lease Agreement and
the term "event of default" shall mean, whenever used in
this Lease Agreement, any one or more of the following
events:

(a) Failure to pay any installment of Bagic¢ Rent that

has become due and payable by the terms of this Lease

Agreement and such failure continues for a period of five
days after such Basic Rent becomes due and payable;

(b) Failure by the Lessee to observe and perform any
covenant, condition or agreement on its part to be
observed or performed, other than as referred to in
subsection (a) of this Section, for a period of thirty
days after written notice, specifying such failure and
requesting that it be remedied, given to the Lessee by the
Legsgsor or the Trustee, unless the Trustee shall agree in
writing to an extension of such time prior to its
expiration, which agreement shall not be unreasonably
withheld if corrective action ig instituted by the Lessee
promptly upon receipt of the written notice and is
diligently pursued until the default is corrected;

(c) The dissolution or liquidation of the Lessee or
the filing by the Lessee of a veoluntary petition in
pankruptcy, or failure by the Lessee promptly to lift any
execution, garnighment or attachment of such consegquence
as will impair its ability to carry on its operations at
the Project, or the Lessee's seeking of or consenting to
Or acquiescing in the appointment of a receiver of all or
substantially all its property or of the Project, or the
adjudication of the Lessee as a bankrupt, or any
asgsignment by the Lessee for the benefit of its creditors,
or the entry by the Lessee into an agreement of
composition with i1ts creditors, or if a petition or answer
is filed by the Lessee proposing the adjudication of the
Lessee as a bankrupt or its reorganization, arrangement or
debt readjustment under any present or future federal
bankruptcy code or any similar federal or state law in any
court, or if any such petition or answer is filed by any
other person and such petition or answer shall not be
gtayed or dismissed within sixty days;

(d) The occurrence of an event of default under the
Guaranty Agreement,;
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(e) Receipt by the Trustee of written notice from the
Bank that an event of default has occurred and 1s

continuing under the Reimbursement Agreement or the Bank
Mortgage or both.

Section 8.2 Remedies on Default. Whenever any such
event of default shall have happened and be continuing,

the Lessor or the Trustee may take any of the following
remedial steps:

(a) Declare all installments of Basic Rent payable
under Section 3.2(a) of this Lease Agreement for the
remainder of the Lease Term to be immediately due and

payable, whereupon the same shall become immediately due
and payable;

{b) Reenter the Project, without terminating this
Lease Agreement, and, upon ten days' prior written notice
to the Lessee, relet the Project or any part thereof for
the account of the Lessee, for such term (including a term
extending beyond the Lease Term) and at such rentals and
upon such other terms and conditions, including the right
to make alterations to the Project or any part thereof, as
the Lessor may, with the approval of the Trustee, deem
advisable, and such reentry and reletting of the Project
shall not be construed as an election to terminate this.
Lease Agreement nor relieve the Lessee of its obligations
to pay Basic¢ Rent and additional rent or to perform any of
its other obligations under this Lease Agreement, all of
which shall survive such reentry and reletting, and the
Lessee shall continue to pay Basic Rent and all additional
rent provided for in this Lease Agreement until the end of
the Lease Term, less the net proceeds, if any, of any
reletting of the Project after deducting all of the
Lessor's and Trustee's expenses in connection with such
reletting, including, without limitation, all repossession
costs, brokers' commissions, attorneys'! fees, alteration
costs and expenses Of preparation for reletting;

(c¢) Terminate this Lease Agreement, exclude the
Legssee from possession of the Project and, if the Lessor
or Trustee elects s0 to do, lease the same for the account
of the Lessor, holding the Lessee liable for all rent due

up to the date such lease is made for the account of the
Lessor;

(d) Take whatever legal proceedings may appear
necessary or desirable to collect the rent then due,
whether by declaration or otherwise, or to enforce any

obligation or covenant or agreement of the Lessee under
this Lease Agreement or by law.

-3l -
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Section 8.3 No Remedy Exclugive. No remedy herein
conferred upon or regserved to the Lessor or the Trustee 1is
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 by statute. No delay or
omission to ewxercise any right or power accruing upon any
default shall impair any such right or power or shall be
construed to be a waiver thereof but any such right or
power may be exercised from time to time and as often as
may be deemed expedient.

Section 8.4 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 (in its own name or in the name and
on behalf of the Lessor) .should employ attorneys or incur
other expenses for the collection of rent or the
enforcement of performance or observance of any obligation
or agreement on the part of the Lessee herein contained,
the Legsee will on demand therefor pay to the Lessor or
the Trustee (as the case may be) the reasonable fee of
such attorneys and such other expenses §0 1ncurred.

Section 8.5 No Additional Waiver Implied by One
Waiver. In the event any agreement contained in this
Lease Agreement should be 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 8.6 Remedies Subject to Applicable law. All
rights, remedies and powers provided by this Article may
be exercised only to the extent the exercise thereof does
not violate any applicable provision of law in the

remises, and all the provisions of this Article are
intended to be subject to all applicable mandatory
provisions of law which may be controlling in the premises
and to be limited to the extent necessary so that they
will not render this Lease Agreement invalid or
unenforceable.

ARTICLE IX

QPTIONS

Section 9.1 OQptions to Terminate. The Lessee shall
have, if it is not in default hereunder, the following
options to cancel or terminate the term of this Lease
Agreement: |

!
ke
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(a) At any time prior to full payment of the Bonds,
the Lessee may terminate the term of this Lease Agreement
by paying to the Trustee for the accobunt of the Lessor
such an amount, determined as specified in Section 6.4
hereof, as shall, together with the amount, if any, on
deposit in the Bond Fund and Redemption Fund and available
therefor, be required to redeem all of the then
outstanding Bonds.

(b) : At any time' after full payment of the Bonds the
Lessee may terminate this Lease Agreement by giving the
Lessor notice in writing of such termination and such
termination shall forthwith become effective.

Section 9.2 No Option to Renew. The Lessee shall
have no right or option to renew the Lease Term.

Section 9.3 Option to Purchase Project Prior to
Payment of the Bonds. The Lessee, if not in default
hereunder, shall have the option to purchase the Project
at any time prior to the full payment of the Bonds if any
of the following shall have occurred:

(a) The Project or any part thereof shall have been
damaged or destroved (i) to such extent that, in the
oginion of the Lessee, it cannot be reasonably restored
within a period of four consecutive months substantially
to the condition thereof immediately preceding such damage
or destruction, or (ii) to such extent that, in the
opinion of the Lessee, the Lessee is therehy prevented
from carrying on its normal operations at the Project for
a period of four consecutive months, or {(i1ii) to such
extent that the cost of restoration thereof would exceed
by more than $100,000 the Net Proceeds of insurance
carried thereon pursuant to the requirements of thig Lease
Agreement; Or

(b) Title to 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 taking may
result, in the opinion of the Lessee, in the Lessee being
therebhy prevented from carrying on its normal operations
at the Project for a period of four months; or

(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
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or order of any court or adminigtrative body (whether
state or Federal) entered after the contest thereof by the
Lessee in good faith, this Lease Agreement shall have
become void or unenforceable or impossible of performance
in accordance with the intent and purpose of the parties
as expressed herein, or unreasonable burdens or excessive
liabilities shall have been imposed on the Lessor or the
Lessee, including without limitation, the imposition of
taxes of any kind on the Project or the income or profits
of the Lessor therefrom, or upon the interest of the
Lesgsee therein, which taxes were not being imposed on the
date of this Lease Agreement.

To exercise such option, the Lesgsee shall, within
thirty 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

-8uch purchase, which date shall be not less than

forty-five nor more than ninety days from the date such
notice is mailed, and shall make arrangements satisfactory
to the Trustee for the giving of the required notice for
the redemption of the Bonds. The purchase price payable
by the Léssee in the event of its exercise of the option
granted in this Section shall be such an amount determined
as specified in Section 6.4 hereof as shall, together with
the amount, if any, on depogit in the Bond Fund and the
Redemption Fund and available therefor, be required to
redeem all of the then outstanding Bonds. The purchase
price shall be paid by the Lessee to the Trustee.

Upon the exercise of the option granted in this
Section and the payment of the option price, any Net
Proceeds of insurance or condemnation award then on hand
or thereafter received shall be paid to the Lessee.

Section 9.4 Option to Purchase Project After Payment
of the Bonds. The Lessee, if not in default hereunder,
shall also have the option to purchase the Project at any
time during the Lease Term following full payment of the
Bonds (or provision for the payment thereof having been
made in accordance with the provisions of the Indenture)
for a purchase price of one dollar. To exercise the
option granted in this Section, the Lessee shall notify
the Lessor of its intention 30 to exercise such option not
less than forty-five days nor more than ninety days prior
to the proposed date of purchase and shall on the date of
purchase pay such purchase price to the Lessor.

If the option granted in this Section shall for any
reagson be held invalid upon the attempted exercise thereof
by the Lessee following full payment of the Bonds, the

34—
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Lesgor shall he obligated to sell the Project to the
Legssee for a price of $100. The date of closing such

purchase shall be thirty days from the date of such
holding.

Section 9.5 Option to Purchase Unimproved Leased
Realty., The Lessee, 1f not in default hereunder, shall
also have the npt1nn to purchase any Un1mpreved part of
the Leased Realty at any time and from time to time at and
for a purchase price equal to $13,000 per acre, provided
that it furnishes the Lessor and the Trustee with the
fellnwing:

(a) A nnt1ee in writing ennte1n1ng (i) an adequate
legal description of that portion of the Leased Realty
with respect to which such option is to be exercised,
which portion may include rights granted in party welle,
the right to "tie-into" existing utilities, the right to
connect and join any building, structure Or improvement
with existing structuresg, facilities and improvements on
the Leased Realty, and the right of ingress or egress to
and from the public¢ highway which shall not interfere with
the use and occupancy of existing structures, 1mprovemente
and buildings, (ii) a statement that the Lessee intends to
exercise its option to purchase such portion of the Leased
Realty on a date stated, which shall not be less than
forty-five nor more than ninety days from the date of such
notice, (iii) a description of the buildings, structures,
Or improvements to be erected on the portion of the Leased
Realty to be purchased, and (iv) a statement that the use
to which such portion of the Leased Realty will be devoted
will he in furtherance of the purpose for which the Lessor
wag organized,

(b) A certificate ¢of an Independent Engineer or of an
Independent Architect dated not more than ninety days
prior to the date of the purchase and stating that, in the
eplnlnn of the person 8igning such certificate, (1) the
portion of the Leased Realty with respect to which the
npt1en ig exerciged is not needed for the operation of the
Project, (11) the buildings, structures or improvements
described in the aforesaid certificate by the Legssee can
be constructed on the real property to be purchased, and
{(iii) the severance -of such portion of the Leased Realty
from the Project and the construction thereon of the
buildings, structures and improvements above referred to

will not 1mpe1r the usefulness of the Buildings or the
means of ingress thereto and egress therefrom.

(¢) An amount of money equal to the purchase price
computed as provided in this Section, which amount shall
be deposited in the Redemption Fund.
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Upon receipt by it of the notice and certificate

required in this Section to be furnished by the Lessee and

the payment by the Lessee to the Trustee of the purchase
price, the Lessor will promptly deliver to the Lessee the
documents referred to in Section 9.6 hereof and will
secure from the Trustee a release from the lien of the
Indenture of the portion of the Leased Realty with respect
to which the Lessee shall have exercised the option
granted to it in this Section.

If such option relates to Leased Realty on which
trangportation or utility facilities are located, the
Lessor shall retain an easement to use such transportation
or utility facilities to the extent necessary for the
efficient operation of the Project.

No purchage effected under the provisions of this
Section shall affect the liability or the obligation of
the Lesgee for the payment of Basic Rent and additional
rent in the amounts and at the times provided in this
Lease Agreement or the performance of any other agreement,
covenant or provision hereof, and there shall be no
abatement or adjustment in rent by reason of the release
of any such realty except as specified in this Section and
the obligation and the liability of the Lessee shall
continue in all respects as provided in this Lease
Agreement, excluding, however, any realty so purchased.

Section 9.6 Conveyvance on Exercige of Option to
Purchase. At the closing of the purchase pursuant to the
exercise of any option to purchase granted herein, the
Lessor shall upon receipt of the purchase price deliver to
the Lessee documents conveying to the Lessee the property
with respect to which such option was exercised, as such
property then exists, subject to the following: (i) all
easements or other rights, i1f any, required to be reserved
by the Lessor under the terms and provigions of the option
being exercised by the Lessee; (ii) those liens and
encumbrances, if any, to which title to said property was
subject when conveyed to the Lessor; (iii) those liens and
encumbrances c¢reated by the Lessee or to the creation or
suffering of which the Lessee consented; and (iv) those
liens and encumbrances resulting from the failure of the
LLessee to perform or observe any of the agreements on its
part contained in this Lease Agreement.
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ARTICLE X
INTERNAL REVENUE CODE

Section 10.1 Covenants Regarding of the Code. The
parties hereto recognize that the Bonds are being sold on
the bagsis that the interest payable on the Bonds is
excludable from gross income of the Bondholders under
Section 103 of the Code. The Lessor and the Lessee do
each hereby covenant and agree for the benefit of the
Trustee and the Bondholders that neither the Lessor nor
the Lessee will take any action, omit to take any action,
permit any action to be taken or fail to require any
action to be taken, which would cause the interest on the
Bonds to be or become includable in gross income for
federal income taxation. Without limiting the generality
of the foregoing, the Lessor and the Lesgee convenant and
agree that (a) neither the proceeds of the Bonds nor the
revenues of the Project shall be used or applied in such
manner as to cause any Bond to be or become an '"arbitrage
bond'" as that term is defined in Section 148 of the Code,
(b) not less than 95% of the net proceeds of the Bonds
will be used for the acquisition, c¢onstruction,
reconstruction, or improvement of land or property of a
character subject to the allowance for depreciation,
within the meaning of Section l44(a)(l) of the Code,

(c) the proceeds of the Bonds will be used for the

¢ acquisition, construction and equipping of the Project or

ﬁ for issuance expenses with respect to the Bonds, or shall

ws D& rebated to the United States of America as provided in

g Article XI of the Indenture, and no part of the proceeds

C:lﬂf the Bonds will be used by the Lessea, directly or
indirectly, for working capital or to finance inventory,

w- O tC acquire any facility or asset which may not be

. financed, in whole or in part, with the proceeds of obli-

¥ gations the interest on which is excludable from gross

« income for federal income taxation, (d) the proceeds of
the Bonds shall not be used for the acquisition,
construction, recomstruction or improvement of any
property which woild cause the average maturity of the
Bonds to exceed 120 percent of the average reasonably
expected economic life of the facilities financed with the
net proceeds of the Bonds, within the meaning of Section
147(b) of the Code, (&) none of the proceeds of the Bonds
ghall be used to acquire (directly or indirectly) any land
(or any interest therein) to be used for farming purposes;
(f) less than twenty-five percent (25%) of the proceeds of
the Bonds shall be used to acquire (directly or
indirectly) the Leased Realty or any other land (or any
interest therein) not described in (e) above, (g) no
proceeds of the Bonds shall be used to acquire any
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property or any interest therein (1nc1ud1ng, without
limitation, bulldlngs, gstructures, facilities,
improvements, equipment, machinery or other personal
property) the first use of which property was not pursuant
to such acquisition with the proceeds of the Bonds, unless
“"rehabilitation expenditures' (as defined in Section
147(4d) of the Code) with respect to said property are
incurred in the amounts and within the times set forth
therefor in said Section 147(d), (h) the Bondsg shall never
be federally guaranteed, as such term is defined in
Section 149(b) of the Code, except as expressly permitted
by said Section 149(b), (i) neither the Lessee nor any
related person shall ever have allocated to it and
outstanding tax-exempt facility-related bonds (as such
term ig defined in Section l44(a)(l0) of the Code) in an
aggregate principal amount exceeding $40,000,000, (j) mo
person shall ever be allowed to use or otherwise oCccupy or
derive any benefit whatsoever from the Project, or any
part thereof, if the effect of the foregoing shall result
in a test perlnd beneficiary (as defined in Section
144(a)(10) of the Code) having allocated to it and
outstanding in excess of $40,000,000 in aggregate
principal amount of tax-exempt facility-related bonds (as
such term is defined in Section 144(a){(l0) of the Code),
(k) none of the proceeds of the Bonds shall be used to
provide any facility described in Section 144(a)(5),
144¢a)(8), 1l44(a)(ll) or 147(e) of the Code, and (1) not
more than 2% of the original aggregate face amount of the

Bonds will be used to pay the costs of issuance of the
Bonds.

Section 10.2 Covenant Rggardlng Section l44(a)(4) of
the Code. The Lessor is issuing the Bonds pursuant to an
election made by it under Section l144(a)(4) of the Code.
The Lessee 'covenants and agrees that (i) the limitation
set forth in said Section 144(a)(4) of the Code will not
be exceeded during the applicable six-year period with
respect to facilities described in Section 144{a){(4)(B) of
the Code, and (ii) during such six-year period it will not
make, or permit to be made, capital expenditures in an
aggregate amount that would exceed the limitation set
forth in said Section l44(a)(4).

On or before the first day of the month in which the
Lesgee's federal income tax return is due to be filed
(without regard to any extensions of time) in each of the
yearg 1987 through 1990, the Lessee shall furnish to the
Trustee a certificate of an independent certified public
accountant stating that the limitation imposed by said
Section 144(a){(4) had not been exceeded as of the last day
of the fiscal year of the Lessee preceding the date on
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which the certificate is due or, in the case of the
certificate due in 1990, that such limitation had not been
exceeded as of the end of the gsix-year period to which the
limitation applles The Lessee shall also comply with any
requ1rements including any filing or reporting
requirements, that may be promulgated with respect to said
Section 1l44(a){4).

Section 10.3 Lesgee's Obllgatlnn If Interest on the
Bonds_Is Determined To Be Includable in Grogs Income for
Federal Income Taxation. (a) If the Commissioner of
Internal Revenue makes a determination that interest on
the Bonds is includable in gross income for federal income
taxation for any reason other than the operation of
Section 147(a) of the Code, and the Lessee exhausts (at
its sole expense) or failg to pursuve in a timely manner
any administrative or judicial remedy available to it with
respect to such determination, the Lessor or the Trustee
shall notify the Lessee in writing that all outstanding
Bonds shall be prepaid on the next practicabhle interest
payment date, irrespective of whether the Lessee has
violated any covenant or representation in this Lease
Agreement. Within thirty days after the receipt of such
notice the Lessee shall either

(i) opurchage the Project from the Lessor for the
price specified in subsection (b) of this Section,
which purchase price shall be paid to the Trustee, or

(ii) pay to the Trustee the sum specified in
subgection (b) of this Section, in which event the
Lessee shall bhe entitled to the use and occupancy of
the Project until the expiration of the term provided
for in Section 3.1 without the payment of any further
rent, but otherwise on all of the terms and conditions
hereof, except that the provisiong of Sections 5.1,
5.2, 5.3 and 7.2 shall not apply, and except further
that the Lessee shall not be required to carry any
insurance for the benefit of the Trustee, but shall bhe
required to carry insurance under Section 4.5 hereof
for the benefit of the Lessor as its interest may
appear.
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Any other options of the Lessee to purchase the Project
ghall be superseded by its mandatory obligation to elect
one of the alternatives set forth in thig subsection (a).

(b) The price payable by the Lessee for the Project
in the event interest on the Bonds is determined to be
includable in gross income for federal income taxation as
provided in subgection (a), or the amount payable to the
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Trustee in lieu of purchasing the Project, shall be equal
to the sum of the following:

(i) the principal amount of all outstanding Bonds
plus accrued interest thereon to the date of their
prepayment;

(1i) the Trustee's fees and expenses under the

Indenture accrued and to accrue until the prepayment
of all Bonds; and

(ii1) a premium for each Bond the interest on which
has heen determined to be taxable (whether or not such

Bond has matured) egual to 10% of the principal amount
of such Bond.

(¢) Upon payment by the Lessee of the amount
specified in subsection (b) of this Section, the Lessor
ghall call the outstanding Bonds for prepayment on the
next practicable interest payment date. The Lessor shall
cause the Trustee to pay to the holder of each Bond being
prepaid, in addition to the principal amount of such Bond
and the interest accrued thereon to the prepayment date,
that portion of the premium (calculated under clause (iii)
of subsection (b) of this Section) allocable to such Bond,
and the Lessor shall cause the Trustee to pay to the
holder of each taxable Bond that has already matured, upon
receipt of appropriate verification of ownership of such
Bond, that portion of the premium {(calculated under clause

(111) of subsection (b) of this Section) allocable to such
Bond.

(d) The Bonds will not be subject to mandatory
prepayment as a result of the fact that, in computing
federal income tax liability, (1) interest on the Bonds is
required to be included in the alternative minimum tax
calculationg, (2) financial institutions are not allowed
to deduct interest expense allocable to the tax- -eXempt
interest on the Bonds, (3) property and casualty insurance
companies are required to include a portion of the
tax-exempt interest on the Bonds to offset the loan loss
regserve, and (4) interest on the Bonds is required to be
included in the calculation of the amount, if any, of
social security benefits required to be included in gross
income. Furthermore, the Bonds will not be subject to
mandatory prepayment as a result of the fact that interest
on the Bonds 18 required to be included in the calculation
of the federal environmental tax liability of corporations.
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Section 10.4 Investment Credit. The Lessor agrees
that any investment tax credit with respect to any part of
the Project shall be made available for the Lessee but
neither the Lessor nor the Trustee shall have any
responsibility or liability for the Lessee's failure to
receive any such investment tax credit.

Section 10.5 Federal Rebate Payments. The provisions
of Article XI of the Indenture are 1ncorporated herein by
reference, and the Lessee shall comply with gaid pro- "
vigsions and shall perform and discharge all obligations,
duties and responsibilities imposed upon the Lessee under
said Article, 1including without limitation the payment of
al]l required rebates to the United States of America.

WEE

ARTICLE XTI

MISCELLANEQUS

Section 11.1 Covenant of Quiet Enjoyment. So long as
the Lessee performs and observes all the covenants and
agreements on its part herein contained, it shall
peaceably and quietly have, hold and enjoy the Project
during the Lease Term subject to all the terms and
provisions hereof.

Section 11.2 Thig Leagse a Net Lease. The Lessee
recognizes, understands and acknowledges that it ig the
intention hereof that this Lease Agreement be a net lease
and that until the Bonds are fully paid all Basic Rent be
available for payment ¢f the principal of and interest on
the Bonds and that all additional rent shall be available
for the purposes specified therefor. This Lease Agreement
ghall be construed to effectuate such intent.

Section 11.3 Lessor's Liabilities Limited. This
Lease Agreement is entered into under and pursuant to the
provisions of the Enabling Law. No provision hereof ghall
be construed to impose a charge against the general credit
of the Lessor or dny personal or pecuniary liability upon
the Lessor except to apply the proceeds to be derived from
the gale of the Bonds and the revenues and receipts to be
derived from any leasing or sale of the Project or any
part thereof as provided herein and in the Indenture.

Section 11.4 Prior Agreements Cancelled. Thig LLease

Agreement shall completely and fully supersede the
Inducement Agreement and all other prior agreements, both
written and oral, between the Lessor and the Lessee
relating to the acquisition of the Leased Realty, the
construction of the Buildings, the acquigition and
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ingtallation of the Equipment, the leasing of the Project
and any opticns to renew or to purchase; excepting however
any deed or other instrument by which the Project, any
part thereof, or any interest therein has been transferred
and conveyed by the Lessee to the Lessor. Neither the
Lessor nor the Lessee shall hereafter have any rights
under such prior agreements but shall look solely to this
Lease Agreement for definition and determination of all of
their respective rights, liabilities and responsibilities
relating to the Project.

Section 11.5 Execution Counterparts. This Lease
Agreement may be executed in several counterparts, each of
which shall be an original and all of which shall
congtitute but one and the same instrument.

Section 11.6 Binding Effect; Governing Law. This
Lease Agreement shall inure to the benefit of, and shall
be binding upon, the Lessor, the Lessee and their
respective successors and assignsg. This Lease Agreement

shall be governed exclusively by the applicable laws of
the State.

Section 11.7 Severability. In the event any )
provision of this Lease Agreement shall be held invalid or
unenforceable by any dourt of competent jurisdiction, such
holding shall not invalidate or render unenforceable any
other provision hereof.

Section 11.8 Article and Section Captions. The
Article and Section headings and captions contained herein
are included for convenience only and shall not be
congsidered a part hereof or affect in any manner the
construction or interpretation herecof.

Section 11.9 Notices. All notices, certificates or
other communications hereunder shall be sufficiently given
and shall be deemed given when delivered or mailed by
registered or certified mail, postage prepaid, addressed
as follows: 1if to the Lessor, at City Hall, Pelham,
Alabama 35124; if to the Lessee, at P. 0. Box 10662,
Birmingham, Alabama 35202; if to the Trustee, at P. 0. Box
2554, Birmingham, Alabama 35290, Attention: Corporate
Trust Department; and if to the original purchaser of the
Bonds to Hand Investment Company, 1650 Financial Center,
Birmingham, Alabama 35203. A duplicate copy of each
notice, certificate or other communication given hereunder
by either the Lessor or the Lessee to the other shall also
be given to the Trustee. The Lessor, the Lessee, the
Trugstee and the original purchaser, may, by notice given
hereunder, designate any further or different addresses to
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which subsequent notices, certificates or other
communications shall be sent.

Section 11.10 Letter of Credit. If the Leggee or any
of the Guarantors shall pay to the Trustee funds
gufficient to pay in full the principal of, mandatory
prepayment premium, if any, and interest on the Bonds and
90 days after such payment there are no proceedings under
the United Statesg Bankruptcy Code pending with respect to
the Lessee or any of the Guarantors, the Lessee and the
Guarantors shall file with the Trustee certificates signed
by the Lessee and the Guarantors stating that at the
expiration of the 90-day period following such payment, no
proceedings were pending under the United States
Bankruptcy Code with respect to the Lessee or any of the
Guarantors. If such certificates of the Lessee and the
Guarantors are not filed with the Trustee within 110 days
after such payment;, the Trustee is required by the
Indenture to drawrunder the Letter "of Credit to protect
the Lessor, the Trustee and the holders of the Bonds
against preference claims under the United States
Bankruptcy Code made or allowed against the Lessee or any
of the Guarantors.

IN WITNESS WHEREOF, the Lessor and the Lessee have
caused this Lease Agreement to be executed in their

respective names, and have caused this Lease Agreement to
be dated as of October 1, 1986.

THE INDUSTRIAL DEVELOPMENT BOARD
OF THE TOWN OF PELHAM

rman of its
Directors

/_7)7/&« p/ 78

Tits Secretary

att%ft

PELTOWN REALTY COMPANY

a general

-43=-
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ent

. Upton,

partner

.

a general

W. F. Jefikins,

partner

Jr. a? k general
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STATE OF ALABAMA
JEFFERSON COUNTY

I, Patricia P. Riley, a Notary Public in and for said
County in said State, hereby certify that Daniel M.
Spitler, whose name ag Chairman of the Board of Directors
of The Industrial Development Board of the Town of Pelham,
a public corporation, is signed to the foregoing Lease
Agreement and who is known to me, acknowledged before me
on this day that, being informed of the contents of said
Lease Agreement, he, as such officer and with full

authority, executed the same voluntarily for and as the
act of said corporation.

Given under my hand this the 3rd day of November, 1986.

Notary Public

NOTARIAL SEAL

My commisgsion expires: February 19, 1989

STATE OF ALABAMA
JEFFERSON COUNTY

I, Patricia P. Riley, a Notary Public in and for said
County in said State, hereby certify that W. D. Upton,
Jr., Kent A, Upton and W. F. Jenkinsg, Jr., whose names as
general partners of Peltown Realty Company, an Alabama
general partnerghip, are gigned to the foregoing Lease
Agreement, and who are known to me, acknowledged before me
on this day that, being informed of the contents of said
Lease Agreement, they as such partners and with full
authority, executed the same voluntarily for and as the
act of said general partnership.

Given under my hand and official seal this the
3rd day of November, 1986.

iy Notary Pub

t.r
o

. MOTARTAE “SEAL

o G AP :
.:;—._:ffvpg,.j.c}?m‘msmn expires: February 19, 1989
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EXHIBIT A

. TO

LEASE AGREEMENT
Dated as of October 1, 1986
BETWEEN
THE INDUSTRIAL DEVELOPHMENT BOARD OF
THE TOWN OF PELHAM
AND
PELTOWN REALTY COMPANY

Computer
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