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This equipment lease (the "Lease") dated as of June 1, 2012, by and between Zions First
National Bank, One South Main Street, Salt Lake City, Utah 84111 ("Lessor"), and Daggett
County, Utah ("Lessee") a body corporate and politic existing under the laws of the State of
Utah. This Lease includes all Exhibits hereto, which are hereby specifically incorporated herein
by reference and made a part hereof.

Now therefore, for and in consideration of the mutual promises, covenants and agreements
hereinafter set forth, the parties hereto agree as follows:

ARTICLE I

Lease Of Equipment

Section 1.1 Agreement to Lease. Lessor hereby demises, leases, and lets to Lessee and Lessee
rents, leases andhires from Lessor, the "Equipment" (as hereinafter defined), to have and to hold
for the term of this Lease; provided, however, that the obligation of Lessor to lease any item of
the Equipment andto make payment to the Vendor therefor is subject to thecondition precedent
thatLessee shall provide the following at its cost, in form andsubstance satisfactory to Lessor:

^-^ .,.**''" (i) Evidence satisfactory to Lessor as to due compliance with the insurance provisions of
Section 10.2 hereof;

(ii) Invoice of the Vendor of such item of Equipment; and

(iii) Delivery And Acceptance Certificate in the form attached hereto as Exhibit "E"
executed by Lessee acknowledging delivery to and acceptance by Lessee of such
item of Equipment.

Section 1.2 Title. During theterm ofthis Lease, title to the Equipment will be transferred to,
and held inthe name of, Lessee, subject to retransfer to Lessor asprovided in Section 3.4. Upon
termination of this Lease as provided in Sections 3.3 (a) or 3.3 (c), title to the Equipment will
transfer automatically to Lessor without the need for any further action on the part of Lessor,
Lessee, or any other person, provided that if any action is so required, Lessee by this Lease
appoints Lessor its irrevocable attorney in fact to take any action to so transfer title to the
Equipment to Lessor. Lessor at all times will have access to the Equipment for the purpose of
inspection, alteration, andrepair.

Section 1.3 Security. To secure the payment ofall ofLessee's obligations toLessor under this
Lease, Lessee grants to Lessor a security interest in the Equipment and in all additions,
attachments, accessions, and substitutions to or for the Equipment. The security interest granted
herein includes proceeds. Lessee agrees to execute such additional documents, including
financing statements, affidavits, notices, and similar instruments, in form satisfactory to Lessor,
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^»> which Lessor deems necessary or advisable to establish and maintain its security interest in the
Equipment. Lessor understands and agrees that the security interest granted in this Section shall
be subject and subordinate to presently existing security interests and/or purchase money security
interests in miscellaneous equipment which may be installed in accordance with theprovisions of
Section 9.3.

<J
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ARTICLE n

Definitions

The terms defined in this Article II shall, for purposes of this Lease, havethe meaning herein
specified unless the context clearly otherwise requires:

"Business Day" shall mean any day except Saturday, Sunday and legal holidays on which
banks in the State of Utah are closed.

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

"Commencement Date" shall mean the date when the term of this Lease begins and Lessee's
obligation to pay rent accrues, as set forth in Section3.1.

"Equipment* shall mean the property which Lessor is leasing to Lessee referred to in Section
1.1 and more fully described in Exhibit "A."

"Lessee" shall mean Daggett County, Utah.

"Lessor" shall mean Zions First National Bank, Salt Lake City, Utah, its successors and
assigns.

"Option Purchase Price" shall mean the amount which Lessee must pay Lessor to purchase
the Equipment, as determinedby Article V.

"Original Term" shall mean the period from the Commencement Date until the end of the
fiscal year ofLessee ineffect at theCommencement Date, assetforth inSection 3.2.

"Principal Outstanding" means theremaining unpaid principal outstanding under this Lease
as specifiedon Exhibit"C" attachedhereto.

"Renewal Terms" shall mean all of the additional periods of one year (coextensive with
Lessee's fiscal year) for which this Lease shall beeffective inthe absence ofa termination of the
Lease as provided in Article HJ.

"Rental Payment Date "means the dates upon which Rental Payments are to be made bythe
Lesseeto the Lessorhereunder as specifiedon Exhibit"C" attached hereto.

"Rental Payments" means the rental payments payable by Lessee pursuant to the provisions
ofthis Lease during the Term hereof.
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"Term" or 'Term b/ rtts Lease" shall mean the Original Term and all Renewal Terms
provided for in this Lease under Section 3.2.

"Vendor" shall mean the manufacturer of the Equipment and the manufacturer's agent or
dealer from whom Lessorpurchased or is purchasingthe Equipment.

ARTICLE m

Lease Term

Section 3.1 Commencement. The Term of this Lease shall commence as of:

the date this Lease is executed.

days after the receipt, installation, and operation of the Equipment, and its
acceptance by Lessee, as indicated by an acceptance certificate signed by
Lessee.

the date the Vendor receives full payment for the Equipment from Lessor.

X June 1,2012.

Such date will be referred to as the Commencement Date.

Section 3.2 Duration ofLease: Nonappropriation. This Lease will continue until the end of
the fiscal yearof Lessee in effect at the Commencement Date (the"Original Term"). Thereafter,
this Lease will be automatically extended for five (5) successive additional periods of one year
coextensive with Lessee's fiscal year (each, a "Renewal Term"), unless this Lease is terminated
as hereinafter provided.

The parties understand that as long as Lessee has sufficient appropriated funds to make the
Rental Payments hereunder, Lessee will keep this Lease ineffect through all Renewal Terms and
make all payments required herein orLessee will exercise its option under Article V to purchase
the Equipment. Lessee hereby declares that,, as of the date ofthe execution ofthis Lease, Lessee
currently has an essential need for the Leased Equipment which is the subject of this Lease to
carry out and give effect tothe public purposes ofLessee. Lessee reasonably believes that it will
have a need for theEquipment for the duration of the Original Term and allRenewal Terms. If
Lessee does not appropriate funds to continue the leasing of the Equipment for any ensuing
Renewal Term, this Lease will terminate upon the expiration of the Original or Renewal Term
then in effect and Lessee shall notify Lessor of such termination at least ten(10) days prior to the
expiration of the Original orRenewal Term then in effect; provided, however, that a failure to
give such written notice shall not constitute an event ofdefault, result in any liability on the part
of the Lessee or otherwise affect the termination of this Lease as set forth hereinabove.

Section 3.3 Termination. This Lease will terminate upon the earliest of any of the following
events:
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^-^ (a) the expiration of the Original Term or any Renewal Term of this Lease and the
failure of Lessee to appropriate funds to continue the leasing of the Equipment for
the ensuingRenewalTerm;

'"" ~~ ~ "(b)-theexerciseby-Lessee^of any option 1o purchase granted in-this Lease by-which
Lesseepurchases all of the Equipment;

(c) a default by Lessee and Lessor's election to terminate this Lease under Article VII
herein; or

(d) the expiration ofthe Term of this Lease.

Section 3-4 Return ofEquipment Upon Termination. Upon termination of this Lease pursuant
to Sections 3.3 (a) or3.3 (c), Lessee shall return the Equipment to Lessor inthe condition, repair,
appearance and working order required in Section 9.2 hereofin the following manner as may be
specified by Lessor:

(a) By delivering the Equipment to Lessorat Lessee's principal place of business; or

(b) By loading the Equipment at Lessee's cost and expense, on board such carrier as
Lessor shall specify and shipping the same, freight prepaid, to the destination
designated by Lessor.

Lessee shall obtain all governmental authorizations to permit return of the Equipment to
v-*/ Lessor and Lessee shall pay to Lessor such sum as may be necessary to cover replacementof all

broken or missing parts.

^J

ARTICLE IV

Rental Payments

Section 4.1 Amount. Lessee will pay Lessor as rent for the use of the Equipment during the
Original Term and any Renewal Terms on the dates and in the amounts set forth in Exhibit "C"
attached hereto. All Rental Payments shall be paid, exclusively from legally available funds, in
lawful money of the United States of America to Lessor at or to such other person or entity or at
such otherplace as Lessormayfrom time to time designate by writtennoticeto Lessee,

Section 4.2 Portion of Rental Payments Attributable to Interest. The portionof each Rental
Payment which is paid as and is representative of interest is set forth in Exhibit "C" attached
hereto.

Section 4.3 No Right to Withhold. Notwithstanding any dispute between Lessee, Lessor,
Vendor or any other party, Lesseewill make all RentalPayments when due, withoutwithholding
any portion of such rent, pending final resolution of such dispute by mutual agreement between
the parties thereto or by a court ofcompetentjurisdiction.
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^ ^ Section 4.4 Rental Payments to Constitute a Current Obligation of the Lessee. The Lessee
and the Lessor acknowledge and agree that the obligation of the Lessee to pay Rental Payments
hereunder constitutes a current obligation of the Lessee payable exclusively from current and
legally available funds and shall not in any way be construed to be an indebtedness of the Lessee
within the meaning of any provision of Sections 10-8-6 or 11-1-1 through 11-1-2, Utah Code
Annotated 1953, as amended, or Section 3, 4, or 5 of Article XIV of the Utah Constitution, or
any other constitutional or statutorylimitation or requirementapplicable to the Lessee concerning
the creation of indebtedness. The Lessee has not hereby pledged the credit of the Lessee to the
payment of the Rental Payments, or the interest thereon, nor shall this Lease obligate the Lessee
to apply money of the Lessee to the payment of Rental Payments beyond the then current
Original Term or Renewal Term, as the case may be, or any interest thereon.

ARTICLE V

Purchase Of Equipment

Section 5.1 Option Purchase Price. On any Business Day on or after June 1, 2012, Lessee
may purchase the Equipment from Lessor at a price equal to the principal amount outstanding on
the Rental Payment Date immediately preceding the date of calculation (unless such date is a
Rental Payment Date, in which case, the principal amount outstanding as of such date), plus
accrued interest from such Rental Payment Date to such date of calculation at the rate of interest
per annum in effect for the period during which the calculation is made, as set forth in Exhibit

\^J "C."

Section 5.2 Manner ofExercise of Option. To exercise the option, Lessee must deliver to
Lessor written notice specifying the date on which the Equipment is to be purchased (the
"Closing Date"), which notice must be delivered to Lessor at least thirty (30) days prior to the
Closing Date specified therein. At the closing, Lessor will deliver to Lessee a bill of sale
transferring the Equipment to Lessee free and clear of any lien or encumbrance created by or
arising through Lessor, but without warranties, and will deliver all warranties and guarantees of
Vendors of the Equipment.

Section 5.3 Conditions ofExercise of Option. Lessee may purchase the Equipmentpursuant
to the option granted by this Leaseonly if Lessee has made all Rent Payments when due (or has
remedied any defaults in the payment of rent, in accordance with the provisions of this Lease)
and if all other representations, covenants, warranties, and obligations of Lessee under this Lease
have been satisfied (or all breaches of the same have been waived by Lessor in writing).

Section 5.4 Termination Purchase. Upon the expiration of the Term of the Lease and
provided that the conditions of Section 5.3 have been satisfied, Lessee shall be deemed to have
purchased the Equipment (without the payment of additional sums) and shall be vested with all
rights and title to the Equipment. Lessor agrees that upon the occurrence of the events as
provided in this Section, it shall deliver to Lessee the documents specified in Section 5.2, and
shall comply with the provisions of Section 5.2 relating to termination upon exercise of the
option to purchase.

o
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ARTICLE VI

Representations, Covenants, And Warranties OfLessee And Lessor

Section 6.1 Representations, Covenants and Warranties of Lessee. Lessee represents,
covenants, and warrants as follows:

(a) Lessee is a body corporate and politic, duly organized and existing under the
Constitution and laws ofthe State ofUtah.

(b) Lessee is authorized by the Constitution and laws of the State of Utah to enter into
this Lease and to effect all of Lessee's obligations hereunder. The governing body of
Lessee has executed the resolution attached as Exhibit "B" to this Lease which
specificallyauthorizesLessee to execute and deliver this Lease.

(c) All procedures and requirements, including any legal bidding requirements, have
been met by Lessee prior to the execution of this Lease in order to insure the
enforceability of this Lease and all rent and other payment obligations will be paid
out of funds legally available for such purpose.

(d) The governing body of Lessee has complied with all applicable open public meeting
and notice laws and requirements with respect to the meeting at which Lessee's

Lj execution of this Lease was authorized, as evidenced by the certificate of open
meeting law attached to the Resolution of Governing Body which is attached hereto
as Exhibit "B."

(e) The letterattached to this Lease as Exhibit "D" is a true opinion of Lessee's counsel.

(f) Lesseewill use and servicethe Equipment in accordance with Vendor's instructions
and in such a manner as to preserve all warranties and guarantees with respect to the
Equipment.

(g) During the term of this Lease, the Equipment will be used by Lessee only for the
purpose of performing one or more governmental or proprietary functions of Lessee
consistentwith the permissiblescope ofLessee's authority.

(h) The representations, covenants, warranties, and obligations set forth in this Article
are in addition to and are not intended to limit any other representations, covenants,
warranties, and obligations set forth in this Lease.

(i) TheEquipment shall be used solely byLessee and shall not be subject to any direct
or indirect private business use.

(j) Lesseecovenants and certifies to and for the benefitofLessorthroughout the term of
this Lease that:

o
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U (1) No use will be made ofthe proceeds ofthis Lease, or any funds or accounts of
Lessee which may be deemed to be proceeds of this Lease, which use, if it had
been reasonably expected on the date of execution of this Lease, would have
caused this Lease to be classified as an "arbitrage bond" within the meaning of
Section 148 of the Code;

(2) Lesseewill at all times comply with the rebate requirements of Section 148(f),
to the extent applicable;

(3) in order to preserve the status of this Lease as other than a "private activity
bond" as described in Sections 103(b)(1) and 141 of the Code, as long as this
Lease is outstanding: (I) none of the proceeds of this Lease or the Equipment
financed therewith shall be used for any "private business use" as that term is
used in Section 141(b) of the Code and defined in Section 141(b)(6) of the
Code; and (II) no part of this Leaseshall be secured in whole or in part, directly
or indirectly, by any interest in any equipment used in any such "private
business use" or by payments in respect of such equipment, and shall not be
derived from payments in respect of suchequipment;

(4) it will not take any action or omit to take any action such that would cause
interest on this Lease to become ineligible for the exclusion from gross income
ofLessoras provided in Section 103 of the Code.

u
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(k) The obligations of Lessee under this lease are not federally guaranteed within the
meaning of Section 149(b) of the Code.

(1) This Lease is being executed for the purpose of acquiring the Equipment and is not
being issued to refund or refinance any outstanding obligation of Lessee, nor to
reimburse Lessee for any expenditures made prior to sixty (60) days before the date
the Governing Body (as defined in the Resolution of the Governing Body attached
hereto) of the Lessee adopted the Resolution of the Governing Bodyattached hereto.

(m)In compliance with Section 149 (e) of the Code relating to information reporting,
Lessee has caused or will cause to be filed with the Internal Revenue Service, IRS
form 8038-G or 8038-GC, as appropriate.

(n) Lessee has selected the Equipment and desires to leasethe Equipment for use in the
performanceof its governmental or proprietaryfunctions.Lessor, at Lessee's request,
has ordered or shall order the Equipment and shalllease the same to Lessee as herein
provided, Lessor's onlyrole being the facilitation of the financing of the Equipment
for the Lessee. Lessor will not be liable for specific performance or for damages if
the supplier or manufacturer of the Equipment for any reason fails to fill, or delays in
filling, the order for the Equipment. Lessee acknowledges that Lessor is not a
manufacturer of or a dealer in the Equipment (or similar equipment) and does not
inspect the Equipment prior to delivery to Lessee. Lessee agrees to accept the
Equipment and authorizes Lessor to add the serial number of the Equipment to
Exhibit "A." Lessor shall have no obligation to install, erect, test, inspect, or service
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U the Equipment. For purpose of this Lease and ofany purchase ofthe Equipment
effected under this Lease, Lessor expressly disclaims any warranty with respect to
the condition, quality, durability, suitability, merchantability or fitness for a
particular purpose of the Equipment in any respect, and any other representation,
warranty, or covenant, express or implied. Lessor willnotbe liable toLesseefor any
liability, loss, or damage caused or alleged to be caused, directly or indirectly, by
any inadequacy, deficiency, or defect in the equipment, or by any use of the
equipment, whatsoever. Lessor assigns to Lessee, without recourse, for the Term of
this Lease all manufacturer warranties and guarantees, express or implied, pertinent
to the Equipment, and Lessor directs Lessee to obtain the customary services
furnished in connection with such guarantees and warranties at Lessee's expense,
subject to Lessee's obligation to reassign to Lessor all such warranties and
guarantees upon Lessor's repossession of the Equipment.

(o) During the term of this Lease, Lessee covenants and agrees (1) to include in its
annual tentative budget prepared by the appropriate officials acting on behalf of
Lessee in accordance with applicable law an item for expenditure of an amount
necessary to pay the Rental Payments for the Equipment during the next succeeding
Renewal Term, and (2) to take such further action (or cause the same to be taken) as
may be necessary or desirable to assure that the final budget submitted to the
governing body of Lessee for its consideration seeks an appropriation of moneys
sufficient to pay such Rental Payments.

<J
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(p) There are no legal or governmental proceedings or litigation pending or, to the best
knowledge of Lessee, threatened or contemplated (or anybasistherefore) wherein an
unfavorable decision, ruling or finding might adversely affect the transactions
contemplated in or the validity of this Lease

(q) Lessee has never non-appropriated or defaulted under any of its payment or
performance covenants, eitherunder any municipal leaseof the same general nature
as this Lease or under any of its bonds, notes or other debt obligations for which its
general credit or revenues are pledged.

Section 6.2 Representations, Covenants and Warranties of Lessor. Lessor represents,
covenants, and warrants as follows:

(a) During the term of this Lease, Lessor will provide Lessee with quiet use and
enjoyment of the Equipment, without suit, trouble, or hindrance from Lessor, except
upon default by Lessee as set forth in this Lease.

(b) Lessor has not caused to be created any lien or encumbrance on the Equipment
exceptthe security interest provided in Section 1.3 of this Lease.
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ARTICLE VH

Events Of Default And Remedies

Section 7.1 Events ofDefault Defined. The following shall be "eventsof default" under this
Lease and the terms, "event of default" and "default" shall mean, whenever they are used in this
Lease, any one or more of the following events:

(a) Failure by Lessee to pay any Rental Payment or other payment required to be paid
hereunder at the time specified herein; and

(b) Failure by Lessee to observe and perform any covenant, condition or agreement on
itspartto be observed or performed, other than as referred to in Section 7.1 (a), fora
period of 30days after written notice, specifying such failure and requesting that it be
remedied as given to Lessee by Lessor, unless Lessor shall agree in writing to an
extension of such timepriorto its expiration; provided, however, if the failure stated
in the notice cannot be corrected within the applicable period, Lessor will not
unreasonably withhold its consent to an extension of such time if corrective action is
instituted by Lessee within the applicable period and diligently pursued until the
default is corrected.

The foregoing provisions of this Section 7.1 are subject to (i) the provisions of Section 3.2
hereof with respect to nonappropriation; and (ii) if by reason offorce majeure Lessee is unable in

{^J whole or in part to carry out its agreement on its part herein contained, other than the obligations
on the partofLessee contained inArticle TV hereof, Lessee shall notbe deemed indefault during
the continuance of such inability. The term "force majeure" as used herein shall mean, without
limitation, the following: acts of God; strikes, lockouts or other industrial disturbances; acts of
public enemies; orders or restraints of any kind of the government of the United States of
America or of the state wherein Lessee is located or any of their departments, agencies or
officials, or any civil or military authority; insurrections; riots; landslides; earthquakes; fires;
storms, droughts; floods; explosions; breakage or accident to machinery, transmission pipes or
canals; or anyothercause or eventnot reasonably within thecontrol of Lessee.

Section 7.2 Remedies on Default. Whenever any event of default referred to in Section 7.1
hereof shall have happened and be continuing, Lessor shall have the right, at its sole option
without any further demand or notice to take one or any combination of the following remedial
steps:

(a) With or without terminating this Lease, retake possession of the Equipment andsell,
lease or sublease the Equipment for the account of Lessee, holding Lessee liable for
the difference between (i) the rents and otheramounts payable by Lessee hereunder
to the end of the then current Original Term or Renewal Term, as appropriate, and
(ii) thepurchase price, rent or other amounts paid bya purchaser, lessee or sublessee
of the Equipment pursuant to such sale, lease or sublease; and

<J

(b) Take whatever action at law or in equity may appear necessary or desirable to
enforce its rights as the owner of the Equipment.
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Section 7.3 No Remedy Exclusive. No remedy herein conferred upon or reserved to Lessor is
intended to be exclusive and every such remedy shall be cumulative and shall be in addition to
every other remedy given under this Lease or now or hereafter existing at law or in equity. No
delay or omission to exercise 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 and power may be
exercised from time to time and as often as may be deemed expedient. In order to entitle Lessor
to exercise any remedy reserved to it in this Article VII it shall not be necessary to give any
notice, other than such notice as may be required in this Article VII.

Section 7.4 Waiver of Certain Damages. With respect to all of the remedies of Section 7.2
above, Lessee expressly waives any damages occasioned by Lessor's repossession of the
Equipment.

ARTICLE Vm

Payment Of Taxes, Fees, Permits, And Utility Services

Section 8.1 Interpretation. This Lease for all purposes will be treated as a net lease.

Section 8.2 Taxes and Fees. Lessee agrees to pay and to indemnify and hold Lessor harmless
from, all license, sales, use, personal property, and other taxes and fees, together with any
penalties, fines, and interest on such taxes and fees imposed or levied with respect to the

[ J Equipment and the ownership, delivery, lease, possession, use, operation, sale, and other
disposition of the Equipment, and upon the rental or earnings arising from any such disposition,
except any federal or state income taxes payable by Lessor on such rental or earnings. Lessee
may in goodfaith and by appropriate proceedings contest any suchtaxes andfeesso longas such
proceedings do not involve any danger of sale, forfeiture, or loss of the Equipment or of any
interest in the Equipment.

Section 8.3 Permits. Lessee will provide all permits and licenses necessary for the
installation, operation, and use of the Equipment. Lessee will comply with all laws, rules,
regulations, and ordinances applicable to the installation, use, possession, and operation of the
Equipment. If compliance with any law, rule, regulation, ordinance, permit, or license requires
changes or additions to be made to the Equipment, such changes or additions will be made by
Lessee at its own expense.

Section 8.4 Utilities. Lessee will pay all charges for gas, water, steam, electricity, light, heat
or power, telephone, or other utilities furnished to or used in connection with the Equipment
(including charges for installation of such services) during the term of this Lease. There will be
no abatement ofrent on account of the interruption ofany such services.

^J
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ARTICLE LX

Use, Repairs, Alterations, And Liens

Section 9.1 Use. Lessee will not install, use, operate, or maintain the Equipment improperly,
carelessly, in violation ofany applicable law, or in a mannercontrary to that contemplated by this
Lease. Lessee agrees that the Equipment is and at all times will remain personal property not
withstanding that the Equipment or any part of the Equipment may now or hereafter become
affixed in any manner to real property or to any building or permanent structure.

Section 9.2 Repairs. Lessee at its own cost will service, repair, and maintain the Equipment
so as to keep the Equipment in as good condition, repair, appearance, and working order as when
delivered to and accepted by Lessee under this Lease, ordinary wear and tear excepted. At its
owncost,Lessee will replace anyand all parts and devices which mayfrom time to time become
worn out, lost, stolen, destroyed damaged beyond repair, or rendered unfit for use for any reason
whatsoever. All such replacement parts, mechanisms, and devices will be free and clear of all
liens, encumbrances, and rights of others, and immediately will become a part of the Equipment
and will be coveredby this Lease (for all purposes including the obligation ofLesseeto retransfer
title to Lessor under Section 1.2 herein) to the same extent as the Equipment originally covered
by this Lease.

Section 9.3 Alterations. Lessee may install such miscellaneous equipment as may be
necessary for use of the Equipment for its intended purposes so long as either (a) the installation

i^J ofsuch equipment does not alter the function or manner ofoperation ofthe Equipment, or (b)
Lessee, upon termination of this Lease (other than termination pursuant to Section 3.3(b) or (d),
restores the Equipment to its function and manner of operation prior to the installation of such
equipment. Subject to the obligations described above, Lessee mayremove suchequipment upon
termination of this Lease, if the removal of such equipment will not substantially damage the
Equipment. Without the prior written consent of Lessor, Lessee will not make any other
alterations, changes, modifications, additions, or improvements to the Equipment except those
needed to comply with Lessee's obligations to change, add to, or repair the Equipment as set
forth in Sections 9.2 and 10.3 herein. Any alterations, changes, modifications, additions, and
improvements made to the Equipment, other than miscellaneous equipment installed as set forth
above, immediately will become a part of the Equipment and will be covered by this Lease (for
all purposes, including the obligation of Lessee to retransfer title to Lessor under Section 1.2
herein)to the same extent as the Equipmentoriginally covered by this Lease.

Section 9.4 Liens. Exceptwith respect to the security interest provided in Section 1.3 hereof,
Lessee will not directly or indirectly create, incur, assume, or suffer to exist any mortgage,
pledge, lien, charge, encumbrance, or claim on or withrespect to theEquipment or anyinterest in
the Equipment. Lessee promptly and at its own expense will take such action as may be
necessary to duly discharge any mortgage, pledge, lien, charge, encumbrance, or claim, not
excepted above, if the same arises at any time.

o
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ARTICLE X

Indemnification, Insurance, And Damage To Or Destruction Of The Equipment

Section 10.1 Indemnification. Lessee assumes liability for and agrees to indemnify Lessor
from and against any and all liability (including attorney's fees) of any nature imposed upon,
incurred by, or asserted against Lessor which in any way relates to or arises out of ownership,
delivery, lease, possession, use, operation, condition, sale, or other disposition ofthe Equipment.
Notwithstanding anything contained in this Section to the contrary, Lessor shall not be
indemnified for, or relieved of, any liability which may be incurred from Lessor's breach of this
Lease.

Section 10.2 Insurance. Lessee at Lessor's option will either self insure, or at its cost, will
cause casualty insurance,public liability insurance, and property damage insurance to be carried
and maintained on the Equipment, with all such coverages to be in such amounts sufficient to
cover the value of the Equipment at the commencement of this Lease (as determined by the
purchase price paid by Lessor for the Equipment), and to be in such forms, to cover such risks,
and with such insurers, as are acceptable to Lessor. A combination of self-insurance and policies
of insurance may be utilized. Ifpolicies of insurance are obtained, Lessee will cause Lessor to be
the named insured on such policies as its interest under this Lease may appear. Insurance
proceeds from insurancepolicies or budgetedamounts from self-insurance as relating to casualty
and property damage losses will, to the extent permitted by law, be payable to Lessor to the
extent of the sum of the Option Purchase Price of the Equipment at the time of its damage or

V^/ destruction and all amounts due and owing hereunder. Lessee will deliver to Lessor the policies
or evidences of insurance satisfactory to Lessor, if any, together with receipts for the initial
premiums before the Equipment is delivered to Lessee. Renewal policies, if any, together with
receipts showing payment of the applicable premiums will be delivered to Lessor at least thirty
(30) days before termination of the policies being renewed. By endorsement upon the policy or
by independent instrument furnished to Lessor, such insurer will agree that it will give Lessor at
least thirty (30) days' written notice prior to cancellation or alteration of the policy. Lessee will
carry workmen's compensation insurance covering all employees working on, in, or about the
Equipment, and will require any other person or entity working on, in, or about the Equipment to
carry such coverage, and will furnish to Lessor certificates evidencing such coverages throughout
the Term ofthis Lease.

Section 10.3 Damage to or Destruction ofthe Equipment. If all or anypart of the Equipment
is lost, stolen, destroyed, or damaged, Lessee will give Lessor prompt notice of such event and
will, to the extent permitted by law, repair or replace the same at Lessee's cost within thirty (30)
days after such event, and any replaced Equipment will be substituted in this Lease by
appropriate endorsement. All insurance proceeds received by Lessor under the policies required
under Section 10.2 with respect to the Equipment lost, stolen, destroyed, or damaged, will be
paid to Lessee if the Equipment is repaired or replaced by Lessee as required by this Section. If
Lessee fails or refuses to make the required repairs or replacement, such proceeds will be paid to
Lessor to the extent of the then remaining portion of the Rental Payments to become due during
the Term of this Lease less that portion of such Rental Payments attributable to interest which
will not then have accrued. No loss, theft, destruction, or damage to the Equipment will impose
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