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LEASE AGREEMENT

This LEASE AGREEMENT (this “Lease” or “Lease Agreement”), dated as of June 1,
2003, is between the STOCKTON PUBLIC FINANCING AUTHORITY, a joint exercise of
powers authority duly organized and existing under the laws of the State of California (the
“ Authority”), and the CITY OF STOCKTON, a chartered city and municipal corporation duly
organized and existing under the Constitution and laws of the State of California (the “City”);

WITNESSETH:

WHEREAS, the City is proposing to assist the Redevelopment Agency of the City of
Stockton (the “Agency”) in undertaking various redevelopment housing projects (the Pr0)ect")
of benefit to the Agency’s several redevelopment project areas; and v

WHEREAS, in order to provide funds for the Project, the City has agreed to lease the
Leased Premises, as described more fully in Exhibit A attached hereto and by this reference
made a part hereof, to the Authority as provided in the Site Lease, and has further agreed to
sublease the Leased Premises back from the Authority pursuant to this Lease; and

WHEREAS, the City proposes to assign and transfer certain of its rights under this
Lease to Wells Fargo Bank, National Association, as trustee (the "Trustee") and, in
consideration of such assignment and the execution of this Trust Agreement, the Trustee has
agreed to execute and deliver City of Stockton Certificates of Participation (Redevelopment
Housing Projects) Series 2003A (the “Series 2003A Certificates”) in the aggregate principal
amount of $1,160,000 and City of Stockton Certificates of Participation (Redevelopment
Housing Projects) Taxable Series 2003B in the aggregate principal amount of $12,140,000 (the
“Taxable Series 2003B Certificates” and, together with the Series 2003A Certificates, the
“Certificates”), each evidencing a direct, undivided fractional interest in the lease payments to
be paid by the City pursuant to the Lease Agreement; and

WHEREAS, the Authority and the City have each duly authorized the execution and
delivery of this Lease; and

NOW, THEREFORE, for and in consideration of the premises and the material
covenants hereinafter contained, the parties hereto hereby formally covenant, agree and bind
themselves as follows:
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ARTICLEI
DEFINITIONS; COVENANTS, REPRESENTATIONS AND WARRANTIES

SECTION 1.1. Definitions. Unless the context clearly otherwise requires or unless
otherwise defined herein, the capitalized terms in this Lease shall have the respechve meanings
specified in Exhibit A to the Trust Agreement.

SECTION 1.2. Covenants, Representations and Warranties of the City. The City makes
the following covenants, representations and warranties to the Authority that as of the date of
the execution of this Lease and as of the Closing Date: :

(@) Due Organization and Existence. The City is a municipal
corporation duly organized and validly existing under the laws of the State, has

full legal right, power and authority to enter into this Lease and to carry out and

consummate all transactions contemplated hereby and thereby, and by proper

action has duly authorized the execution and delivery of the Site Lease, the Trust
- Agreement and this Lease. :

_ (b)  Authorized Execution. The representatives of the City executing
_ the Site Lease, the Trust Agreement and this Lease are fully authorized to -
execute the same.

(c) Binding Obligations. This Lease has been duly authorized,
. executed and delivered by the City and constitutes the legal, valid and binding
_ agreement of the City, enforceable against the City in accordance with its terms.

(d) No Violations. The execution and delivery of the Site Lease, the
Trust Agreement and this Lease, and the consummation of the transactions
herein and therein contemplated, and the fulfillment of or compliance with the
terms and conditions hereof and thereof, will not conflict with or constitute a
violation or breach of or default (with due notice or the passage of time or both)
under the organizational instruments of the City, or any applicable law or
administrative rule or regulation, or any applicable court or administrative decree
or order, or any indenture, mortgage, deed of trust, lease, contract or other
agreement or instrument to which the City is a party or by which it or its
properties are otherwise subject or bound, or result in the creation or imposition
of any prohibited lien, charge or encumbrance of any nature whatsoever upon
any of the property or assets of the City, which conflict, violation, breach,
default, lien, charge or encumbrance would have consequences that would
materially and adversely affect the consummation of the transactions
contemplated by the Site Lease, the Trust Agreement and this Lease, or the
financial condition, assets, properties or operations of the City.

(e)  Consents Not Required. No consent or approval of any trustee or
holder of any indebtedness of the City or of the voters of the City, and no
consent, permission, authorization, order or license of, or filing or registration
with, any governmental authority is necessary in connection with the execution
and dehvery of the Site Lease, the Trust Agreement or this Lease, or the
consummation of any transaction herein and therein contemplated, except as
have been obtained or made and as are in full force and effect.
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(f) No Litigation. There is no known action, suit, proceeding, inquiry
or investigation before or by any court or federal, state, municipal or other
governmental authority pending or, to the knowledge of the City after reasonable
investigation, threatened against or affecting the City or the assets, properties or
operations of the City which, if determined adversely to the City or its interests,
would have a material and adverse effect upon the consummation of the
transactions contemplated by or the validity. of this Lease or upon the financial
condition, assets, properties or operations of the City, and the City is not in any
known default with respect to any order or decree of any court or any order,
regulation or demand of any federal, state, municipal or other governmental
authority, which default might have consequences that would materially and
adversely affect the consummation of the transactions contemplated by the Site
Lease, the Trust Agreement and this Lease, or the financial conditions, assets,
properties or operations of the City.

- SECTION 1.3. Covenants, Representations and Warranties of the Authority. The
Authority makes the following covenants, representations and warranties as the basis for its
undertakings herein contained: : v

(a)  Due Organization and Existence. The Authority is a joint powers
agency organized and existing under the laws of the State. The Authority has the
power to enter into the transactions contemplated by this Lease and to carry out
its obligations hereunder. By proper action of its governing body, the Authority
has been duly authorized to execute, deliver and duly perform this Lease, the
Site Lease, the Assignment Agreement and the Trust Agreement. .

(b)  Authorized Execution. The representatives of the Authority
executing this Lease are fully authorized to execute the same.

v (c) Assignment to Trustee. To finance the amounts referred to in
Section 2.2 hereof, the Authority has assigned its rights hereunder to the Trustee
pursuant to the Assignment Agreement as security for payment of the principal,
premium, if any, and interest represented by the Certificates, and has caused the
Trustee to execute the Certificates in accordance with the Trust Agreement.

(d)  No Defaults. The Authority is not in default under any of the
provisions of the laws of the State which default would affect its existence or-its
powers referred to in subsection (a) of this Section 1.3. :

(e) Authorized Purposes. The Authority has found and determined
and hereby finds and determines that all requirements of law with respect to the
execution of this Lease have been complied with and that the entering into this
Lease, the Site Lease, the Assignment Agreement and the Trust Agreement will be
in furtherance of the purposes of the Authority.

) No Violations. The execution and delivery of this Lease, the Site
Lease, the Assignment Agreement and the Trust Agreement, the consummation of
the transactions herein and therein contemplated and the fulfillment of or
compliance with the terms and conditions hereof and thereof, will not conflict
with or constitute a violation or breach of or default (with due notice or the
passage of time or both) under the organizational instruments of the Authority,
or any applicable law or administrative rule or regulation, or any applicable
court or administrative decree or order, or any indenture, mortgage, deed of trust,
lease, contract or other agreement or instrument to which the Authority is a party

-3-
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or by which it or its properties are otherwise subject or bound, or result in the
creation or imposition of any prohibited lien, charge or encumbrance of any
nature whatsoever upon any of the property or assets of the Authority, which
conflict, violation, breach, default, lien, charge or encumbrance would have
consequences that would materially and adversely affect the consummation of
the transactions contemplated by this Lease, the Site Lease, the Assignment
Agreement or the Trust Agreement, or the financial condition, assets, properties
or operations of the Authority.

(®) Consents Not Required. No consent or approval of any trustee or
- holder of any indebtedness of the Authority, and no consent, permission,
- authorization, order or license of, or filing or registration with, any governmental
authority is necessary in connection with the execution and delivery of this
Lease, the Site Lease, the Trust Agreement and the Assignment Agreement, or the
consummation of any transaction herein and therein contemplated, except as
- have been obtained or made and as are in full force and effect.

(h)  NoLitigation. There is no known action, suit, proceeding, inquiry
or investigation before or by any court or federal, state, municipal or other
governmental authority pending or, to the knowledge of the Authority after
~ reasonable investigation, threatened against or affecting the Authority or the

- assets, properties or operations of the Authority which, if determined adversely
- to the Authority or its interests, would have a material and adverse effect upon

- the consummation of the transactions contemplated by or the validity of this
Lease, the Site Lease, the Trust Agreement and the Assignment Agreement, or
upon the financial condition, assets, properties or operations of the Authority,
- and the Authority is not in any known default with respect to any order or
decree of any court or any order, regulation or demand of any federal, state,
municipal or other governmental authority, which default might have
consequences that would materially and adversely affect the consummation of
- the transactions contemplated by this Lease, the Site Lease, the Trust Agreement
- and the Assignment Agreement, or the financial conditions, assets, properties or
operations of the Authority.
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ARTICLEII

DELIVERY OF CERTIFICATES; APPLICATION OF PROCEEDS; RIGHT OF
SUBSTITUTION AND RELEASE OF LEASED PREMISES

SECTION 2.1. The Certificates. The proceeds of the Certificates shall be deposited
with the Trustee and shall be applied in accordance with Article III of the Trust Agreement. The
City hereby approves the assignment to the Trustee of the rights of the Authority assigned or
purported to be assigned under and pursuant to the Assignment Agreement.

SECTION 2.2. Application of Proceeds. The Authority hereby agrees that the proceeds
of the Certificates shall be held and administered in accordance with the provisions of the Trust
Agreement, and that the net proceeds thereof shall be applied as provided therein.

SECTION 2.3. Substitution of Leased Premises. The City shall have, and is hereby
granted, the option at any time and from time to time, to substitute other land, facilities,
improvements, equipment or other property (the “Substitute Leased Premises”) for the Leased
Premises or any portion thereof (the “Former Leased Premises”), provided that the City shall
satisfy all of the following requirements which are hereby declared to be conditions precedent to
such substitution:

(@)  No Event of Default of this Lease shall have occurred and be continuing;

4 (b) The City shall file with the Authority and the Trustee, and (in the case of
Substitute Leased Premises consisting of real property) cause to be recorded in the
Office of the San Joaquin County Recorder sufficient memorialization of, an amended
Exhibit A to the Site Lease and to this Lease which adds thereto a description of such
Substitute Leased Premises and deletes therefrom the description of such Former Leased
Premises; '

(c) In the case of Substitute Leased Premises consisting of real property, the
City shall obtain a CLTA policy of title insurance insuring the City's leasehold estate
hereunder in such Substitute Leased Premises, in an amount at least equal to the
aggregate principal amount of the Outstanding Certificates;

(d)  The City shall certify in writing to the Authority and the Trustee that such
Substitute Leased Premises serves the municipal purposes of the City and constitutes
property which the City is permitted to lease under the laws of the State;

(e) The City delivers to the Trustee and the Authority evidence in the form of
a written appraisal that such Substitute Leased Premises is of a value at least equal to
the principal amount of the Outstanding Certificates and has a useful life at least equal
to the remaining term of any Outstanding Certificates;

(f) The Substitute Leased Premises shall not cause the City to violate any of
its covenants, representations and warranties made herein;

(®) The City shall obtain the written consent of the Insurer;

(h) The City shall obtain an opinion of Special Counsel that the Substitute
Leased Premises shall not adversely affect the exclusion from gross income for purposes
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of federal income taxation of the interest component of the Lease Payments relating to
the Series A Certificates; and

® Written notice of such substitution shall be given by the City to any
Rating Agency then rating the Certificates.

Upon the satisfaction of all such conditions precedent, the Term of this Lease shall
thereupon end as to the Former Leased Premises and shall thereupon commence as to the
Substitute Leased Premises. The Authority and the City shall execute, deliver and cause to be
recorded all documents required to discharge this Lease of record against the Former Leased
Premises.

SECTION 2.4. Release of Leased Premises. The City shall have, and is hereby granted,
the option at any time and from time to time during the Term of the Lease Agreement with the
written consent of the Insurer to release any portion of the Leased Premises, provided that the
City shall satisfy all of the following requirements which are hereby declared to be conditions
precedent to such release:

(a) The City shall file with the Authority and the Trustee an amended Exhibit
A to the Site Lease which describes the Leased Premises, as revised by such release;

(b) The City shall file with the Authority and the Trustee an amended Exhibit
A to this Lease Agreement which describes the Leased Premises, as revised by such
release; ‘ ’ '

(o) The City delivers to the Trustee and the Authority evidence in the form of
a written appraisal that the Leased Premises, as revised by such release, is of a value at
least equal to the principal amount of the Outstanding Certificates and has a useful life
at least equal to the remaining term of any Outstanding Certificates;

(d)  The City shall obtain an amendment to the title insurance policy required
pursuant to Section 4.6 hereof which describes the Site, as revised by such release;

(e)  The City shall obtain the written consent of the Insurer; and

(f) Written notice of such release shall be given by the City to any Rating
Agency then rating the Certificates.
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ARTICLEIII

SUBLEASE OF LEASED PREMISES; LEASE PAYMENTS

SECTION 3.1. Lease of Leased Premises. The Authority hereby subleases the Leased
Premises to the City, and the City hereby subleases the Leased Premises from the Authority, in
accordance with the terms and provisions of this Lease. The City shall be entitled to, and shall,
take possession of the Leased Premises on the date of execution, delivery and recordation
hereof.

SECTION 3.2. Term. The Term of this Lease shall commence on the date of recordation
hereof in the Office of the San Joaquin County Recorder and shall end on June 1, 2033, unless
such term is extended or sooner terminated as hereinafter provided. If on June 1, 2033, the
Trust Agreement shall not be discharged by its terms, or if the Lease Payments payable
hereunder shall have been abated at any time pursuant to Sections 5.1 or 5.3, then the Term of
this Lease shall be extended until the Trust Agreement shall be discharged by its terms, but not
beyond June 1, 2043. If prior to June 1, 2033, the Trust Agreement shall be discharged by its
terms, the Term of this Lease shall thereupon end. The provisions of this Section 3.2 are subject
in all respects to any other provisions of this Lease relating to the termination hereof. -

SECTION 3.3. Possession. The City shall be entitled to, and shall, take possession: of
the Leased Premises on the date of execution, delivery and recordation hereof. The City shall
be entitled to possession of the Leased Premises at all times during the Term of this Lease,
subject to the terms and provisions hereof. :

SECTION 3.4. Lease Payments.

(a)  Obligation to Pay. Subject to the provisions of Sections 5.1 and 5.3 and
- the provisions of Article IX hereof, the City agrees to pay to the Authority the Lease
Payments (denominated into components of principal and interest with respect to both
the Series 2003A Certificates and the Taxable Series 2003B Certificates) in the
respective amounts specified in Exhibit B hereto, to be due and payable in immediately
available funds on the Interest Payment Dates immediately following each of the
respective Lease Payment Dates specified in Exhibit B, and to be deposited by the City
with the Trustee on each of the Lease Payment Dates specified in Exhibit B. Any
amount held in the Lease Payment Fund on any Lease Payment Date (other than
amounts resulting from the prepayment of the Lease Payments in part but not in whole
pursuant to Article IX and other than amounts required for payment of past due
principal or interest represented by any Certificates not presented for payment) shall be
credited towards the Lease Payment then required to be paid hereunder; and no Lease
Payment need be deposited with the Trustee on any Lease Payment Date if the amounts
then held in the Lease Payment Fund are at least equal to the Lease Payment then
required to be deposited with the Trustee. The Lease Payments payable in any Rental
Period shall be for the use of the Leased Premises during such Rental Period.

(b)  Effect of Prepayment. In the event that the City prepays all Lease
Payments in full pursuant to Article IX, the City's obligations under this Lease shall
thereupon cease and terminate, including but not limited to the City's obligation to pay
Lease Payments under this Section 3.4. In the event that the City prepays the Lease
Payments in part but not in whole pursuant to Article IX, the principal components of
the remaining Lease Payments shall be reduced in integral multiples of $5,000 as
determined by the City; and the interest component of each remaining Lease Payment
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shall be reduced by the aggregate corresponding amount of interest which would
otherwise be payable with respect to the Certificates thereby prepaid pursuant to
Sections 4.01(a) or 4.01(b) of the Trust Agreement, as the case may be.

(¢)  Rate on Overdue Payments. In the event the City should fail to make any
of the payments required in this Section 3.4, the payment in default shall continue as an
obligation of the City until the amount in default shall have been fully paid, and the City
agrees to pay the same with interest thereon, from the date of default to the date of
payment, at the rate of eight percent (8%) per annum.

(d)  Fair Rental Value. The Lease Payments during each Rental Period shall
constitute the total rental for the Leased Premises for such Rental Period, and shall be
paid by the City in each Rental Period for and in consideration of the right of the use
and occupancy of, and the continued quiet use and enjoyment of the Leased Premises
during each Rental Period. The parties hereto have agreed and determined that the total
Lease Payments represent the fair rental value of the Leased Premises. In making such
determination, consideration has been given to the estimated fair market value of the

 Leased Premises, other obligations of the parties under this Lease, the uses and
- purposes which may be served by the Leased Premises and the benefits therefrom which
will accrue to the City and the general public. :

(e) Source of Payments; Budget and Appropriation. The Lease Payments

- shall'be payable from any source of available funds of the City, subject to the provisions
- of Sections 5.1, 5.3 and 9.3. The City covenants to take such action as may be necessary
to include all Lease Payments in each of its annual budgets during the Term of this Lease
and to make the necessary annual appropriations for all such Lease Payments.
Annually, the City will furnish to the Trustee a certificate of the City Representative
stating that the Lease Payments have been included in the final budget of the City for
the current Fiscal Year, to the full extent required hereunder, such certificate to be filed

- within thirty (30) days after the adoption of such budget and in any event no later than
September 1 in the calendar year in which the City adopts such budget. The covenants
on the part of the City herein contained shall be deemed to be and shall be construed to
be duties imposed by law and it shall be the duty of each and every public official of the
City to take such action and do such things as are required by law in the performance of
the official duty of such officials to enable the City to carry out and perform the
covenants and agreements in this Lease agreed to be carried out and performed by the

City.

(f Assignment. The City understands and agrees that all Lease Payments
have been assigned by the Authority to the Trustee in trust, pursuant to the Assignment
Agreement, for the benefit of the Insurer and the Owners of the Certificates, and the City
hereby assents to such assignment. The Authority hereby directs the City, and the City
hereby agrees to pay to the Trustee at its Office, all payments payable by the City
pursuant to this Section 3.4 and all amounts payable by the City pursuant to Article IX.

SECTION 3.5. Quiet Enjoyment. From and after the Closing Date, and continuing
throughout the Term of this Lease, the Authority shall provide the City with quiet use and
enjoyment of the Leased Premises and the City shall peaceably and quietly have and hold and
enjoy the Leased Premises, without suit, trouble or hindrance from the Authority, except as
expressly set forth in this Lease. The Authority will, at the request of the City and at the City's
cost, join in any legal action in which the City asserts its right to such possession and enjoyment
to the extent the Authority may lawfully do so. Notwithstanding the foregoing, the Authority
shall have the right to inspect the Leased Premises as provided in Section 6.2.
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SECTION 3.6. Title; No Merger. At all times during the term of the Site Lease and
subject to all of the terms and provisions thereof, the City shall hold fee title to the Leased
Premises. Upon the termination of this Lease, other than upon the termination hereof pursuant
to Section 8.2, all right, title and interest of the Authority hereunder in and to the Leased
Premises shall be transferred to and vested in the City. Upon the payment in full of all Lease
Payments allocable to the Leased Premises, or upon the deposit by the City of security for such
Lease Payments as provided in Section 9.1, all interest of the Authority hereunder in and to the
Leased Premises shall be terminated. The Authority agrees to take any and all steps and
execute and record any and all documents reasonably required by the City to consummate the
termination of its interests hereunder.

It is the express intention of the parties hereto that this Lease and the obligations of the
parties hereunder, shall be and remain separate and distinct from the Site Lease, and the
obligations of the parties thereunder, and that, during the term of the Site Lease, no merger of
title or interest shall occur or be deemed to occur as a result of the position of the City as lessor
under the Site Lease and as sublessee hereunder, or the position of the Authonty as lessee under
the Site Lease and as sublessor under this Lease.

SECTION 3.7.. Additional Payments. In addition to the Lease Payments, the C1ty shall
pay when due all costs and expenses incurred by the Authority to comply with the provisions
of the Trust Agreement, including without limitation all Costs of Issuance (to the extent not
paid from amounts on deposit in the Costs of Issuance Fund), indemnification and annual
compensation due to the Trustee and all of its reasonable costs payable as a result of the
performance of and compliance with its duties under the Trust Agreement, and all costs and
expenses of attorneys, auditors, engineers and accountants. Such costs and expenses shall be
payable as additional amounts of rental hereunder in consideration of the nght of the City to
the use and occupancy of the Leased Premises.
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ARTICLEIV
MAINTENANCE; TAXES; INSURANCE; AND OTHER MATTERS

SECTION 4.1. Maintenance, Utilities, Taxes and Assessments. Throughout the Term of
this Lease, as part of the consideration for the rental of the Leased Premises, all improvement,
repair and maintenance of the Leased Premises shall be the responsibility of the City, and the
City shall pay for or otherwise arrange for the payment of all utility services supplied to the
Leased Premises, which may include, without limitation, janitor service, security, power, gas,
telephone, light, heating, water and all other utility services, and shall pay for or otherwise
arrange for the payment of the cost of the repair and replacement of the Leased Premises
resulting from ordinary wear and tear. In exchange for the City's undertakings hereunder, the
Authority agrees to provide only the Leased Premises, as hereinbefore more specifically set
forth. The City waives the benefits of subsections 1 and 2 of Section 1932 of the California
Civil Code, but such waiver shall not limit any of the rights of the City under the terms of this
Lease.

The City shall also pay or cause to be paid all taxes and assessments of any type or
nature, if any, charged to the Authority or the City affecting Leased Premises or the respective
interests or estates therein; provided that with respect to special assessments or other
governmental charges that may lawfully be paid in installments over a period of years, the City

| shall be obligated to pay only such installments as are required to be paid during the Term of -

this Lease as and when the same become due.

The City may, at the City's expense and in its name, in good faith contest any such
taxes, assessments, utility and other charges and, in the event of any such contest, may permit
the taxes, assessments or other charges so contested to remain unpaid during the period of such
contest and any appeal therefrom unless the Authority shall notify the City that, in the opinion
of counsel to the Authority, by nonpayment of any such items, the interest of the Authority in
the Leased Premises will be materially endangered or the Leased Premises or any part thereof
will be subject to loss or forfeiture, or unless the Trustee shall notify. the City of its
determination that any such items shall be required to be paid by the City, in which event the
City shall promptly pay such taxes, assessments or charges or provide the Trustee with full
security against any loss which may result from nonpayment, in form satisfactory to the
Trustee.

SECTION 4.2. Modification of Leased Premises. The City shall, at its own expense,
have the right to make additions, modifications and improvements to the Leased Premises. All
additions, modifications and improvements to the Leased Premises shall thereafter comprise
part of the Leased Premises and be subject to the provisions of this Lease. Such additions,
modifications and improvements shall not in any way damage the Leased Premises or cause the
Leased Premises to be used for purposes other than those authorized under the provisions of
State and federal law; and the City shall file with the Trustee and the Authority a Written
Certificate of the City stating that the Leased Premises, upon completion of any additions,
modifications and improvements made thereto pursuant to this Section 4.2, shall be of a value
which is not substantially less than the value of the Leased Premises immediately prior to the
making of such additions, modifications and improvements. The City will not permit any
mechanic's or other lien to be established or remain against the Leased Premises for labor or
materials furnished in connection with any remodeling, additions, modifications, improvements,
repairs, renewals or replacements made by the City pursuant to this Section 4.2; provided that
if any such lien is established and the City shall first notify or cause to be notified the Authority
of the City's intention to do so, the City may in good faith contest any lien filed or established

-10-
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against the Leased Premises, and in such event may permit the items so contested to remain
undischarged and unsatisfied during the period of such contest and any appeal therefrom and
shall provide the Authority with full security against any loss or forfeiture which might arise
from the nonpayment of any such item, in form satisfactory to the Authority. The Authority will
cooperate fully in any such contest, upon the request and at the expense of the City.

SECTION 4.3. Liability Insurance. The City shall maintain or cause to be maintained
throughout the Term of this Lease a standard comprehensive general insurance policy or policies
in protection of the City, and its members, officers, agents, employees and assigns. Said policy
or policies shall provide for indemnification of said parties against direct or contingent loss or
liability for damages for bodily and personal injury, death or property damage occasioned by
reason of the operation of the Leased Premises. Such policy or policies shall provide coverage
in such liability limits and be subject to such deductibles as the City shall deem adequate and
prudent. Such insurance may be maintained as part of or in conjunction with any other
insurance coverage carried by the City, and such liability insurance may be maintained in whole
or in part in the form of self-insurance by the City, subject to the provisions of Section 4.7(b), or
in the form of the participation by the City in a joint powers agency or other program providing
pooled insurance. The proceeds of such liability insurance shall be applied by the City toward
extinguishment or satisfaction of the liability with respect to which pald :

- SECTION 4.4. Fire and Extended Coverage Insurance. The City shall procure and
- maintain, or cause to be procured and maintained throughout the Term of this Lease, insurance
against loss or damage to any improvements constituting any part of the Leased Premises by
fire and lightning, with extended coverage and vandalism and malicious mischief insurance, and
earthquake insurance (but with respect to such earthquake insurance, only if -and to the extent
available at reasonable cost from reputable insurers). Said extended coverage insurance shall,
as nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle
damage, smoke and such other hazards as are normally covered by such insurance. Such
insurance shall be in a loss recoverable amount at least equal to the greater of (a) one hundred
percent (100%) of the aggregate principal amount of the Outstanding Certificates, or (b) one
hundred percent (100%) of the replacement cost of the insured property. Such insurance may
be subject to deductible clauses of not to exceed $250,000 for any one loss to the Leased
Premises and such earthquake insurance may be subject to a deductible clause of not to exceed
ten percent (10%) of said replacement cost for any one loss to the insured improvements. Such
insurance may be maintained as part of or in conjunction with any other insurance coverage
carried by the City, and such insurance may be maintained in whole or in partin the form of the
participation by the City in a joint powers agency or other program providing pooled insurance;
provided that such insurance may not be m<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>