
RESOLUTION NO. ~D ~ ~ " ~ ~ ~
OF THE BOARD OF DIRECTORS OF

NEVADA COUNTY SANITATION DISTRICT NO. 1

RESOLUTION APPROVING AND AUTHORIZING THE EXECUTION AND
DELIVERY OF AN EASEMENT AND SUBLEASE WITH RESPECT TO THE
FINANCING OF CERTAIN SOLAR POWER GENERATING EQUIPMENT
AND AUTHORIZING THE TAKING OF ALL OTHER ACTIONS
NECESSARY TO THE CONSUMMATION OF SUCH FINANCING

WHEREAS, Nevada County Sanitation District No. 1 (the "Sanitation DistNicP') owns and
operates certain facilities and property for the collection, treatment and disposal of wastewater at
its Lake of the Pines Treatment Plant (the "Treatment Plant"); and

WHEREAS, the Sanitation District wishes to have installed at the Treatment Plant a solar
system and photovoltaic power generating system and related improvements (collectively, the
"Treatment Plant Solar Equipment") in order to reduce the energy charges associated with the
operation of the Treatment Plant; and

WHEREAS, the County of Nevada wishes to install solar systems and photovoltaic power
generating systems and related improvements at certain of its public buildings and other facilities
(collectively, together with the Treatment Plant Solar Equipment, the "NCREBs Solar
Equipment") and, in connection with the financing thereof, has applied for and received from the
Internal Revenue Service a New Clean Renewable Energy Bond volume cap; and

WHEREAS, the County proposes to finance the NCREBs Solar Equipment through a
lease-leaseback arrangement with the County and the Nevada County Finance Authority (the
"Authority"); and

WHEREAS, including the financing of the Treatment Plant Solar Equipment in the
County's financing of the remainder of the NCREBs Solar Equipment will reduce the financing
costs that will be incurred by the Sanitation District; and

WHEREAS, in order to include the financing of the Treatment Plant Solar Equipment in
the County's financing of the remainder of the NCREBs Solar Equipment it is necessary and
appropriate for the Sanitation District to grant to the County an easement over the Treatment
Plant site pursuant to which the County will have the right to install the Treatment Plant Solar
Equipment for the benefit of the Sanitation District (the "Easement") and for the Sanitation
District to enter into an Equipment Sublease/Purchase Agreement pursuant to .which the County
will agree to install the Treatment Plant Solar Equipment and, having agreed to lease it back from
the Authority, sublease it to the Sanitation District (the "Sublease Agreement"); and

WHEREAS, there have been presented to this Board of Directors forms of the Easement
and the Sublease Agreement;

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of Nevada County
Sanitation District No. 1 as follows:

1. Defined Terms. Capitalized terms that are used, but not otherwise defined, in the
remainder of this Resolution shall have the respective meanings ascribed to them in the
recitals of this Resolution.

2. Appointment of Authorized District Representatives. The Chairman of this Board of
Directors, any other member of this Board of Directors, the District Administrator of the
Sanitation District and any designee of any of the foregoing (each individually, an
"AuthoNized District Representative," and collectively the "Authorized District
Representatives") are each hereby designated to act as authorized representatives of the
Sanitation District for purposes of each of the documents approved by this Resolution.



3. Approval and Authorization of Financing Agreements. The form, terms and provisions of
the Easement and Sublease Agreement are hereby approved in substantially the forms
presented at this meeting; and each of the Authorized District Representatives, acting
alone, is hereby authorized and directed to accept, execute and deliver said documents to
the County (together with all e~ibits and schedules to each of them) for and on behalf of
the District with such insertions, omissions and changes as shall be approved by such
Authorized District Representative, the execution and delivery of such document being
conclusive evidence of such approval.

4. Other Actions Authorized. The officers and employees of the District shall take all action
necessary or reasonably required by the County to carry out, give effect to and
consummate the transactions contemplated hereby and by the Easement and Sublease
Agreement thereby and to take all action necessary in conformity therewith, including,
without limitation, the recordation of thereof and the execution and delivery of any closing
and other documents required to be delivered in connection with either of the Easement or
the Sublease Agreement.

5. Severability. If any section, paragraph, clause or provision of this Resolution shall for any
reason be held to be invalid or unenforceable, the invalidity or unenforceability of such
section, paragraph, clause or provision shall not affect any of tie remaining provisions of
this Resolution.

6. Effective Date. This Resolution shall be effective immediately upon its approval and
adoption.

PASSED AND ADOPTED at a special meeting of the Board of Directors of the Nevada County
Sanitation District No. 1, held on the 16th day of Au ust, 2016, by the following vote:

ATTEST:

JULIE PATTERSON HUNTER

Clerk of the Board of Directors

y: ~ ~.~-.

8/16/2016 cc: CEO`"
AC*(hold)

Ayes: Directors Nathan H. Beason, Edward Scofield, Dan Miller,
Hank Weston and Richard Anderson.

Noes: None.

Absent: None.

Abstain: None.

Dan Miller, Chair

3/10/2017 cc: CEO*
AC*(release)
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THE LESSOR AND THE LESSEE ARE GOVERNMENTAL AGENCIES.

EQU]PMENT SUBLEASE/PURCHASE AGREEMENT

Dated as of August 1, 2016

between

COUNTY OF NEVADA, CALIFORNIA,
as sublessor,

and

NEVADA COUNTY SANITATION DISTRICT NO. 1,
as sublessee
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EQUIPMENT SUBLEASE/PURCHASE RGREEMENT

This EQUIPMENT SUBLEASE/PURCHASE AGREEMENT (this "Agreement"), dated as
of August 1, 2016, between the Coi1~1TX o~ NBVADA, a county and political subdivision of the State
of California {the "County'), as subles5oi a1~cl NEVADA COUNTY SANITATION DISTRICT N0. 1, a

political subdivision of the State of California (the "Sanitation Distrfct"), as sublessee,

WITNESSETH:

Wxl~~As, all capitalized terms used, but nat defined, in these Recitals shall lave the
respective meanings set forth in Section 1.1 hereof; and

WHEREAS, the Sanitation District owns and operates certain property and facilities for the
collection, treatment and disposal of wastewater at its Lake of the Pines Treatment Plant; and

Wz-~~z~~.As, the Sanitation District wishes to have installed at the Treatment Plant a
photovoltaic power generating system and related improvements (collectively, the "Treatment Plant
Solar Equipment") in order to reduce the ex►ergy chaxges associated with the operation of the
Treatrnerit Plant; and

WxExEAs, the County wishes to install photovoltaic power generating systems and related
improvements on certain o~ its public properties (collectively, together with the Treatment Plant
Solar Equipment, the "NCREBs Solar Equipment") and, in connection with the financing thereof,
has applied for and received from the Internal Revenue Service a New C~eax~ Renewable Energy
Band volume cap; and

WHEREAS, the County proposes to finance and install the Treatment Plant Solar Equipzx~ent
through alease-leaseback arrangement with the Navada County Finance Authority pursuant to which
it is expected that the County, in consideration of a payment from the Authority, will cause the
installation of the NCREBs Solar Equipment and, upon the completion of such installation, lease the
NCREBs Solar Equipment to the Authority pursuant to a Sire, Facility and Equipment Lease and
lease it back from the Authority pursuant to an NCREBs Equipment Lease; and

WHIERE~s, including the financing of the Treatment Plant Solar Equipment in the County's
financing of the remainder of the NCREBs Solar Equipment will reduce the financing costs that will
be incurred by the Sanitation District and thereby benefit its rate payers; and

WHEREAS, in order to include the financing of the Treatment Plant Solar Equipxr~ent in the
County's financing of the other NCREBs Solar Equipment, (1) the Sanitation District has granted to
the County an easenrn,ent over the Treatment Plant site pursuant to vvhich the County has the right to
install the Treatment Plant Solar Equipmen# for the benefit of the Sanitation District and (2) tY►e
parties are entering into this Sublease Agreement pursuant to which the County will install the
Treatment Plant Solar Equipment and, having agreed to lease it back from. the Authority, will
sublease it to the Sanitation District;

Now, T~x~rox~, in consideration of the fozegoing and the mutual agreements and
covenants herein contained, the County and the Sanitation District formally covenant, agree and bind
thennselves as follows:
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A.RTICL~ I

DEFINTT'IUNS; RULES OF INTERPRETATION

Section 1.1 Definitions, All tei7ns defined in this Section 1.1 have the meanings herein
specified :for ali purposes of this Agreement (including the Recitals hereto}.

"Administ~~ative and Maintenance Charge" naea~~s tl~e charge for administrative and
maintenance services so designated in Section 4.3.

"Agreement" means this Equipment Sublease/Purchase Agreement, dated as of August 1,
2016, between the County (as sublessor) anti the Sanitation District (as sublessee), as originally
executed or as hereafter amended undex any duly authorized and executed amendments hereto.

"Assigned NCREBs Lease Rights" shall have the meaning assigned to it in the Lease
Agreement.

"Authority" means the Nevada County Finance Authority, a joint exercise of powers public
financing entity duly organized and existing under the laws of the State of Califonaia.

"Available Project~Proceeds" means the sum of (a) $1,645,841, plus (b} investment earnings
thereon as determined by the County.

"Business Day" means a day other than a Saturday, Sunday or legal holiday, on which
banking institutions axe not closed in the State of California.

"Code" means the Internal Revenue Code of 1986, as amended. Each reference to a Section
of the Code herein shall be deemed to include the United States Treasury Regulations proposed or in
effect thereu~.der.

"CounCy"means the Courny of Nevada, California, a county and political subdivision of the
State of California organized and existing under and by virtue of the laws of the State of California.

"Default Rate " means a rate of interest equal to the lesser of (a) the NCREBs Rate, plus 5%
per annum ox (b) tha nnaximum rate peiznitted by law,

"Delivery Costs" means the costs incurred by the County in connection with the execution
and delivery of this Agreement, the NCREBs Equipment Lease, the NCREBs Lease Assignrz~ent and
the financing of the acquisition and installation of the NCREBs Solar Equipment, including the initial
NCREBs Lease Assignee's origination fee, fees and expenses of the financial advisor and the
placement agent, fees and expenses of the Special Counsel, fees of the initial NCREBs Lease
Assignee's counsel, tha title insurance premium and other costs related to ~ obtaining the title
insurance policy, filing and recording costs and other similar fees and costs.

"Easement" means the easement conveyed by the Sanitation District to the County by the
Grant of Solar Facilities Easement executed by the Sanitation District on or about August 3 I, 201 b.

"Easement Area" shall have the meaning ascxibed to it in the Grant of Solar Facilities
Easennent executed by the Sanitation District on or about August 31, 2016.

2
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"Event of Default" means any of the events of default as de~n.ed in Section 8. I

"Excess Proceeds" means the suzn of (1) the remainder, if any, of "Available Project
Proceeds" minus the aggregate arz~ount of the actual "Treatment ~'lant Solar Equipment Costs" plus
{2) the Sanitation District's Shari of the remainder, if any, of the amount deposited into the NCREBs
Delivery Costs Subaccount of the Escrow Account pursuant to Section 3.1{a) of the Lease
Agreement minus the aggregate amount of the actual "Delivery Costs".

"Extended Sublease Term" means a period (and any successive period) during which the
original Sublease Term is extended pursuant to Section 4.2 ox 6.5 and is equal in duration Co any
period during which the Sanitation District does not pay Sublease Payments (in whole or in part)
when scheduled as a result of the occurrence of an event that results in abatement of the Sanitation
District's obligation to make Sublease Payments in accordance to Section 6.2 or 6.3.

"Fiscal Year" means each twelve-month pexiod during the Sublease Term cozn~nencing on
July 1 in any calendar year and ending on June 30 in the next succeeding calendar year, or any other
twelve-month period selected by the County as its fiscal year period.

"Funding Date "has the meaning ascribed thereto in the Lease Agreement.

"Gross Revenues" means all gross charges received for, and all other gX'OS5 income and
reoaipts derived by the Sanitation Aistrzct firom, the ownership and operation of the Wastewater
System or otherwise arising frozxx Zone 2, including but not limited to investment earnings thereon;
but excluding (a) the proceeds of any ad valorem property taxes levied in Zo11e 2 for purpose of
paying general obligation bonds of the Sanitation District relating to the Wastewater Systez~a, and
(b) the proceeds of any special assessments ox special taxes levied upon real property within Zone 2
for the purpose of paying special assessment bonds or special tax obligations of the Sanitation
District relaCing to the Wastewater System.

"Lease Agreement" means tlae Lease Agreement, dated as of August 1, 201b, by and
between the Authority and the County.

"Lien " means any lien (statutory oz otherwise), security interest, mortgage, deed of trust,
pledge, hypothecation, assignment, deposit arrangement, encunnbrance, preference, priority ox other
security ox prafere~atial arrangement of any kind or na#ure vc~hatsoever (including, without linnitation,
any conditional sale ox other title retention agreezn~nt, any financing lease having substantially the
sanne economic effect as any of the foregoing and the filing of any financing statement under the
UCC or comparabFe Iaw of any jurisdiction).

"Materr.'al Adverse Change" za~eans any change in the Sanitation District's creditworthiness
that could have a material adverse effect on (a) the financial condition or operations of the Sanitation
District, or (b) the Sanitation District's ability to perform its obligations under this Agreement.

"NCREBs Equipment Lease "has the meaning ascribed to it in the Lease Agreement.

"NCREBs Lease Assignee "has the meaning ascribed to it zn the Lease Agreement.

"NCREBs Lease Assignment" has the meaning ascribed to it in the Lease Agreement.

"NCREBs Lease Payments" has the meaning ascribed to it in the Lease Agreement.
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"NCREBs Rate "has the meaning ascribed to it in the Lease Agreement.

"NCR~Bs Solar Equipment" has the meaning ascribed to it in the Lease Agreement.

"Net Proceeds" means any eminent domain award (including any proceeds of sale to a
governmental entity under threat of the exercise of eminent domain powers) or any insurance award
laid with respect to the Treatment Plant Solar Equipment to the extent remaining aftex payment
therefrom of all expenses incurred in the collection thereof.

"Net Revenues" means, for any period, an amount equal to all of the Gross Revenues
received during such period zx~i~us (a) the aanount required to pay alI Operation and Maintenance
Costs becoming payable during such period (b) amounts becoming payable by the Sanitation District
during such perzod pursuant to the provisions of the Prior Sanitation District Financing Documents
and (c) amounts becoming payable Sanitation District during such period pursuant to the provisions
of any other obligation issued or incuxred by the Sanitation Dist~•ict to which the County agrees in
writing to subordinate its right to receive Sublease Payments hereunder.

"Qperatzon and Maintenance Costs" means the reasonable and necessary costs and expenses
paid by the Sanitation Distrzct for xxaaintainzng axed operating the Wastewater System, including but
not limited to {a) the reasonable expenses of management and repair and other costs and expense
necessary to maintain and preserve the Wastewater System in good repazr and working order, and
{b) the reasonable administrative costs of the Sanitation Distxict attxibutable to the operation and
maintenance of the Wastewater System; but in all cases excluding (i) interest expense relating to
obligations of the Sanitation District with respect to Wastewater System, (ii) depreciation,
replacement and obsolescence charges or reserves therefor, and (iii) amortization of intangibles or
other baolckeeping entries of a similar nature.

"Permitted Errcumbr~ances" means as of any time, with respect to the real estate in, on or to
which any Treatment Plant Solar Equipment is acquired and installed: (a) the fee interest of the
Sanitation District and the Easement; (b} Liens for general ad valorera~ taxes and assessments, if any,
not then delinquent or which the County xnay pexnnit to rerraain unpaid under Article V of this
Agreement; (c) the NCREBs Equipment Lease and the NCREBs Lease Assignment; (d} any right ar
claim of any mechanic, laborer, materiahnan, supplier or vendor not filed ox perfected in the mariner
prescribed by law; (e) any easements, rights of way, mineral rights and other rights, reservations,
covenants, conditions or restrictions which exist of record and whzch the Sanitation District certifies
in variting will not impaiz the use of such xeal estate for its intended purposes, interfere with the
Sanitation District's ox the County's beneficial use and enjoyment of the Treatment ~'lant Solar
Equipment, result in any abatement of the Sublease Payments he~eundex- ox NCREBs Lease
Payments under the NCREBs Equipment Lease ar adversely affect the rights and interests of the
County or the NCREBs Lease Assignee hereunder ox under the NCREBs Equipment Lease or vnd~r
the Site Lease or the Easement; and (~ any ether Lien, security interest, mortgage, deed of trust,
pledge, hypothecation, assignment or other security or preferential ai~angement of any kind or nature
whatsoever of r~vhich the prior written consent of the NCREBs Lease Assignee has been obtained.

"Person" means an individual, partnership, corporation, limited liability company, business
trust, joint stock company, trust, unincorporated association, joint venture, governmental Sanitation
District or any other entity of whatever nature.

4
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"Prior Sanitation Dr.'strict Financing Documents" means (a) the Loan Agxeezz~ent {Lake of
the Fines Project Financing), dated as of August 1, 2006, by and between LaSalle Bank National
Association and the Sanitation District, as heretofore or hereafter amended and supplemented, and
{b) the Agreement designated as Agreement Number 06.807-SSO.O by and between the State Water
Resources Control Board and the Sanitation District, as heretofore or hereafter amended and
supplemented.

"Qualified New Clean Renewable Energy Project" has the meaning ascxibed to it in the
Lease Agreement.

"Rental Pei°iod" means for each Sublease Payment Date, the semi-annual period from the
first day after the next preceding Sublease Payment Date to (and including) such succeeding
Sublease Payment Date; provided that the first Rental Period begins on the Funding Date and ends on
August 1, 2017.

"Sanitation District" means Nevada County Sanitation District No. 1, a political subdivision
of the State of California.

"Santtatior~ Distrr.'ct's Share" ~~eans: (a) prior to (i} any mandatory partial prepayment of
Sublease Payments froth Excess Proceeds pursuant to Section 3.2 or from Net Proceeds pursuant to
Section 9.2 or (ii) any mandatory partial prepayment of NCREBs Lease Payments from ̀ Excess
Proceeds" {as defined in the Lease Agxeerz~ent) pursuant to Section 3.4 of the Lease Agreement or
from "Net Proceeds" (as defined in the Lease Agreez~nent) pursuant to Section 9.2 of the Lease
Agreement, 15.46% of the amount in q~iestion and (b) after any mandatory partial prepayment of
eithex Sublease Payzxxen.ts or NCREBs Lease Payments, the quotient (expressed as a percentage)
obtained by dividing the aggregate amount of the principal components of aI1 remaining Sublease
Payments by the aggregate amount of the principal compone~lts of alI remaining NCREBs Lease
Payments..

"Special Counsel" means (a) Stradling Yocca Carlson & Rauth, a Professional Corporation,
or {b) any other attorney or firm of attorneys (acceptable to the NCREBs Lease Assignee) of
nationally recognized expertise with respect to Legal matters relating to tax-credit obligations ar
obligations the interest an ~evhich is excludable from gross inconne of the owners thereof for federal
income tax puzposes.

"Sublease Payment Commencement Date" shall mean the Funding Date.

"Sublease Payment Date "means February 1 and. August 1 in each year, cornnnencirng August
1, 2017, on which the Sanitation District is required to make an Sublease Payment as specified in the
Sublease Payment Schedule.

"Sublease Payment Schedule" means the Sublease Payment Schedule attached as Exhibit A
to this Agreement.

"Sublease Payfnents" means the basic rental payments payable by the Sanitation District
pursuant to this Agreement on the Sublease Payment Dates in the amounts as specified in the
Sublease Payment Schedule, consisting of a principal component and an interest con:~ponent as
provided therein.
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"Sublease Teem" means the period that begins on the Funding Date and ends on the first
Business Day after the last scheduled Sublease Pay~a~ent Date, subject to extension as provided in
Section 4.2 and 6.5; provided that the Sublease Term shall, in any event, tezxxainate no later than
August 1, 2046.

"Treatment Plant" means the real property owned and operated by the Sanitation Dzstrict at
14984 Riata Wad, Auburn, California, that is generally known as the Lake of the Fines Wastewater
Treatment Plant and which is more fully described in Exhibit B laexeto .

"Tr~eatn2ent Plant Solar Equiprraent" means the equipment and other property consisting of
solar systems and photovoltaic power generating systems and xelated improvements as more
particularly described in the Engineering, Procurement And Construction Agreement, dated as of
April 26, 2016, by and between the County and Sunpower Corporation, Systems to be acquired az~d
installed in the Easement Area (subject to modification as provided zn Sectzon 5.2 hereo fl, and all
replacements, repairs, restorations, modifications and irnproveznents thereof or thereto made pursuant
hereto. Whenever reference is made in this Agreement to Trea~ent Plant Solar Equipment, such
reference shall be deemed to include all such replacemezats, repairs, restorations, modifications and
improvements of or to such Treatment Plant Solarr Equipment.

"Treatment Plat Solar Equipment Costs" means the total cost of the Treahnent Plant Solar
Equipment, includu1g related costs such as freight, installation and taxes, capitalizable casts, the
interest components of the Sublease Pay►nents during the period of acquisition and installation of the
Treatment Plant Solar Equipnr~ent; provided that Treatment Plant Solar Equipment Costs shall not
include any Delivery Costs with respect to the NCREBs Equipment Lease incurred in connection
with the acquisition, installation andlor financing of the Treatment Plant Solar Equipment.

"Wastewate~~ System" means the entire wastewater collection, trea~nent and disposal system
owned and/or operated by the Sanitation District fox Zone 2, including but not limited to all facilities,
properties and improvements at any tirtze owt~.ed or operated by the Sanitation, District fox the
collection, treatment and disposal of wastewater within Zone 2, togethex with any necessary lands,
rights, entitlements and othex property useful in connection thexewith, together with all extensions
thereof and improvements thereto hereafter acquired, constructed or installed by the Sanitation
Distxict.

"Zone 2" means the service zone of the Sanitatio~a Dzstrict designated "Lake of the Pines,
Zone 2."

Section X.2 Interpretation. (a) Unless th.e context otherwise indicates, words expressed in
the singular include the plural and vice versa and the use of the neuter, masculine, ox fer►~i~nine gender
is for convenience only and include the muter, zxiasculine or feminrrie gender, as appropriate,

(b) Headings of articles and sections herein and the table of contents hereof are
solely for convenience of reference, do not constitute a part hereof and do not affect the meaning,
construction or effect hereof.

(c) All references herein to "Articles," "Sections" and other subdivisions are to
the corresponding Arrticles, Sections ar subdivisions of this Agreement; the words "herei~~," "hereof,"
"hereby," "hereunder" and other ~cx~ords of similax izz~port refer to this Agreement as a whole and not
to any particular Article, Section or subdivision hereof.
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COVENANTS, REPRESENTATIONS AND WARRANTIES

Section 2.1 Covenants, Representations and Warranties of the Sanitation District. The
Sanitation District makes the following covenants, representations and warranties to the County as of
the Funding Date:

(a) Due Organr.'zatian and Existence, The Sanitation District is a political
subdivision duly organized and validly existing under the laws of the State of California, has full
legal right, power and authority under the laws of the State of California to giant the Easement to the
County and to enter into this Agreement and carry out and consummate all transactions contemplated
hereby, and by proper action of its Board of Directors the Sanitation District has duly authorized the
execution and delivery of the Easement and this Agreement.

(b) Due Execution. The representatives of the Sanitation Dist7rict executing this
Agreement have been fully authorized to execute the same under a resolution duly adopted by the
Board of Directors of the Sanitation District.

(c) Valid, Binding and Enforceable Obligatr.'ons. The Easement and this
Agreement have been duly authorized, executed and delivered by the Sanitation District and
conststute the legal, valid and binding agreenoents of the Sanitation District enforceable against the
Sani#anon District in accordance with their respective ternns.

(d) No Conflr'cts. The execution and delivery of the Easement and this
Agreement, the consummation of the transactions therein and herein contemplated and the fi.~l~llment
of or compliance with the tet-ax~s and conditions thereof and hereof, do not and will not conflict with
ox constitute a violation or breach of or default (with due notice or the passage of time or both) under
any applicable law or administrative rule or regulation, or any applicable court or administrative
decree ar order, or any indenture, mortgage, deed of trust, lease, contract or other agreement ox
instrument to which the Sanitation District is a party or by which it or its prope~~ties ara otherwise
subject or bound (including, without limitation, the Sanitation District Prior Financing Documents),
ox xesult in the creation oz imposition of any prohibited Lien, charge ox encumbrance of any nature
whatsoever upon any of the property or assets of the Sanitation District.

(e) Consents and Approvals. No consent or approval of any trustee or holder of
any indebtedness of the Sanitation District or of the voters of the Sanitation District, and no consent,
permission, authorization, order ox license of, or filing ar registration with, any governmental
authority is necessary in connection with the execution and delivery of the Easement and this
Agreement, ar the consummation of any transaction therein or herein contemplated, except as have
been obtained ox made a~ad as are in full force and effect.

(~ No Litigation. There is no action, suit, proceeding, inquiry or investigation
before or by any court or federal, state, municipal or other governmental authority pending or, to the
Icnovvledge of the Sanitation District after reasonable investigation, threatened against ox a£f'ecting the
Sanitation District or the assets, properties or operations of the Sanitation Distrzct which, if
detei7nined adversely to the Sanitation District or its interests, would have a material and adverse
effect upon the consummation of the transactions contemplated by ox the validity of the Easement or
this Agreement or upon the financial condition., assets, properties or operations of the Sanitation
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District, and the Sanitation District is not in default with respect to any order ox decree of any court
ox any order, regulation or demand of any federal, state, municipal or other governmental authority,
which default might have consequences that wauid materially and adversely affect the consummation
of the transactions contemplated by the Easement or this Agreement or the financial condition,
assets, properties or operations of the Sanitation District.

(g) Essential Ilse. Upon completion and acceptance, the Treatment Plant Solar
Equipment will be essential to the proper, efficient and economic operation of the Sanitation District
and serve an essential governmental function of the Sanitation, District. The Sanitation District does
not intend to sell or otherwise dispose of the Treahnet~t Plant Solar Equipment or any interest therein
prior to the last Sublease Payment (z~ncluding the Extended Sublease Term) scheduled to be paid
hereunder. The Sanitation expects to make immediate use of the Treatment Plant Solaro Equipment
upon completion and acceptance thereof. The Sanitation Distxiot does not expect the need for the
Treatment Plant Solar Equipment to diminish during the Sublease Terin .

(h) Insufficiency of Available Project Pr^oceeds. The Sanitation District will pay
all Treatment Plant Solar Equipment Costs in excess of Available Project Proceeds out of its own
funds within 30 days of a request therefor from the County accompanied by documentation of such
costs reasonably satisfactory to the Sanitation District.

(i) Ownership of Ti eatment Plant; Real Property Issues. So Tong as the Sublease
Term is in effect and/or any Sublease Payment remains outstanding, the Treatment PIant Solar
Equipment is and will be acquired, installed and located in the Easement Axea; and the Treatment
Plant and th:e Easement Area are and at ail times will be eithex owned by the Sanitation Distric# as fee
simple owner and for which the Sanitation District has good and marketable title, subject to the
Easement and this Agxeerment ax (ii) if conveyed by the Sanitation District, will be conveyed subject
to the Easement and this Agreezx~ent. The Sanitation District covenants and agrees that in the event
any lien, issue, claim or dispute arises with respect to the Sanitation District's legal title to the
Txeatx-nent Flant or the County's interest in the Easement Area or the Treatment Plant Solar
Equipment or access to the Treatment Plant Solar equipment for inspection or repossession or any
other matters relating to the Sanitation District's valid and marketable use or title to the Treatzxxezat
Plant or the County's interest in the Easement Area or the Treatment Plant Solar Equipmenfi or access
to the Treatment Plant Solar Equipment (each of the foregoing referred to as a "Real Property
Issue "), the Sanitation District will take all steps necessary to promptly quiet, resolve and/or
eliminate such Real Property Issue and/or provide the County with, or as applicable, will take all
reasonable steps available to the Sanitation District to ensure the County leas, adequate access to the
Treatment Plant and the Easement Area for purposes of accessing, inspecting and/or repossessing (if
necessazy) any of the Treatment Plant Solar Equipment; and the Sanitation District shall ensure fhat
its fee interest in the Treatment Plant is and rennains free and clear of Real Property Issues.
Notwithstanding any termination of this Agreement, the covenants in this Section 2,1(i) shall remain
in effect and continue to inure to the benefit of the County and its assigns so long as any Sublease
Payment remains outstandit~g ox unpaid.

Section 2.2 Covenants, Representatr.'ons and Warranties of the County. The County
makes the following covenants, representations and warranties to the Sanitation District as of the
Funding Date:

(a) Due Organization and Existence. The County is a po]ifical subdivision duly
organized and existing under the laws of the State of California, has full legal right, povaer and
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authority to enter into this Agreement and to carry out and consummate all transactions contemplated
hereby, and by proper action of its Board of Supervisors the County has duly authorized the
execution and delivery of this Agreement.

{b) Due Execution. The representatives of the County executing this Agreement
are fully authorized to execute the same undex official action taken by the Board of Supaxvisors of
tlae County.

(c) Valid, Binding and Enforceable Obligatr.'or~s, This Agreement has been duly
authorized, executed and delivered by the County and constitutes the legal, valid and binding
agreement of the County, enforceable against the County in accordance with its terms.

(d) No Conflicts. The execution and delivery of this Agreement, the
consummation of tk~e transactions herein contemplated axzd the fulfillment of or compliance with the
terms and conditions hereof, do not and will not conflict r~vith or constitute a violation ox breach oboe
default {with due notice or the passage of time or both) under any applicable law or administrative
rule or regulation, or any applicable court or administrative decree ox ordet~, or any indenture,
rnortgage, deed of trust, lease, contract or other agreement ox instxument to which the County 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, chaxge ox encumbrance of any nature whatsoever upon any of the
property or assets of the County, which conflict, violation, breach, default, Lien, charge or
encumbrance would have cansequez~ces that would materially and adversely affect the consurnrnatiorl
of the transactions contemplated by this Agreement or the ~nanci~l condition, assets, properties or
operations of the County.

(e} Consents and Approvals. No consent or approval of any trustee or holder of
a~xy indebtedness of the County, and no consent, permission, authorization, order ox license of, or
ding ox registration with, any governmental authority is necessary in connection wzth the execution
and delivery of this Agceezaaent ox the consummation of any transaction herein or therein
contemplated, except as have been obtained or made and as are in full force and effect.

(~ No .Litigation. There is no 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 County after reasonable investigation, threatened against or affecting the County ox
the assets, properties or operations of the County which, if determined adversely to the County ox its
interests, would have a material and adverse effect upon the consummation of the transactions
contemplated by or the validity of this Agreement or upon the financial condition, assets, properties
ox operations of the County, and the County is not in 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 vt~ouId materially and adversely affecf the
consummation of the transactiox►s contemplated by this Agreement az• the financial condition, assets,
properties or operatzo~.s of the County.
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ARTICLE III

ACQUISITION AND INSTALLATION OF TAE TREATMENT PLANT SOLAR
EQTTIPMENT

Section 3. ] County to Acquire and 1'nstall Treatr~aent Plant Solar EquipnTerrt; Payment.
(a) Acting as the agent of the Authority pursuant to the Lease Agreement, the County has assumed alI
rights, liabilities, duties and responsibilities of the Authority regarding the acquisition and installation
of the Treatrr~ent Plaa~t Solar Equipment. The County, as agent of the Authority, has entered into or
will enter into, administer atxd enforce all agreements relating to the acquisition and installation of
the Treatment Flant Solar Equipment; and the County has ordered or shall order the Treatment Plant
Solar Equipment and shall cause the Treatment Plant Solar Equipzxient to be delivered and installed
m the Easement Area. The County shall pay Treatment Plant Solar Equipment Costs from. Available

Project Proceeds. In the event that the Treatment Plant Solar Equipment Costs exceed the Available
Project Proceeds, the Sanitation District shall pay the amount of such excess to the County as
provided for in Section 2.1(h). Any Available Project Proceeds in excess of the Treatment Plant
Solar Equipment Costs shall be applied as set forth in the Lease Agreement,

(b) When all items of the Treatment Plant Solar Equipment have been delivered
and installed and are available for the County's beneficial use and enjoyment, the County shall
promptly accept such Treatment Plant Solar Equipment and evidence such acceptance in the manner
described in tine Lease Agreennent. Once installed, no item of the Treatment Plant Solar Equipment

will be ix►oved or relocated from the Easement Area without the prioz~ written consent of the NCREBs
Lease Assignee.

Section 3.2 Disposrtron of Excess Proceeds. Excess Proceeds, if any, held by the County
on the date identified for the disposition of excess moneys in Section 3.4 of the Lease Agreement
shall be applied to prepay the principal component of Sublease Payments in whole or in part in
inverse order of Sublease Pay~aaent Dates. The portion of such Excess Proceeds that axe .10% or less
o;f the original Available Project Proceeds shall be applied to prepay Sublease Payments at a
prepayrrient price equal 100% of such Excess Pxoceeds plus accrued interest on such prepaid
principal portion of Sublease Payments to the prepayment date. Any portion of the Excess Proceeds
that exceeds 10% of the original Available Project Proceeds shall be applied to prepay Sublease
Payments at a prepayment price equal 102% of such Excess Proceeds plus arrived interest on such
pxepaid principal portion of Sublease Payments to the prepayment date. Notwithstanding anything in
this Section to the contrary the Sanitation District shall pay the County the prepayment premium (if
any) and interest portion of Sublease Payments accrued to the prepayment date on such principal
portion to be prepaid from funds legally available to the Sanitation District County for that puzpose,
but not from Available Project Proceeds.

ARTICLE IV

SUBLEASE PAYMENTS; ~UBSTITUTI4N AND RELEASE OF PROPERTY

Section; 4.1 Sublease of Treatment Plant Solar Equipment. Fox and in consideration of
the Sublease Payments and other amounts to be paid by the Sanitation District pursuant to this
Agreement, the County hereby subleases the Treatment Alant Solar Equipment to the Sanitation
District, and tk~e Sanitation District hereby subleases the Treatment Plant Solar Equipment from the
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County upon the terms and conditions set forth herein, such subleasing of the Treatment Plant Solar
Equipment to be subject in all respects to the terms and provisions of fihe Lease Agreement.

Section. 4.2 Ternz. The Sublease Term commences on the Funding Date and ends on the
date on which all of the Sublease Payments have Ueen paid in full. In the event that the obligation of
the Sani#ation District to pay Sublease Payments is abated for any period under Article VI, the
Sublease Term shall automatically extend until such time as all Sublease Payments have been paid in
full; provided that the Sublease Term shall, in any event, terminate no later than the date specified in
the definition of said term in Section 1.1. TIZe provisions of this Section 4.2 are subject to the
provisions of Section 6.5 hereof.

Section X4,3 Sublease Payrrtents and Ober Obligations.

(a} Obligation to Pay. Subject to the provisions of Sections 6.2 and 6.3 and the
pravisians of Article TX, if and to the extent that Net Revenues are available the Sanitation District
agrees to pay to the County, its successors and assigms the Sublease Payments (denominated into
components of principal and interest} in the amounts specified in the Sublease Payment Schedule, to
be due and payable in immediately available funds on the Sublease Payment Dates specified in the
Sublease Payment Schedule. The Sublease Payments payable in any Rental Period are for the
beneficial use and enjoyment of the Treatment Plant Solar Equipment during such Rental Period.
The interest components of the Sublease Payments have been calculated based on the NCREBs Rate,
on the basis of a 360-day year of twelve 30-day months, reduced by the Sanitation District's Share of
the anticipated amount of the County's applicable cash subsidy payments from the United States
Treasurcy under Section 5~4A or 6431 of the Code (as currently in effect) with respect to the NCREBs
Equipment Lease. In the event the amount of any such subsidy paymen# is greater ox less than the
anticipated amount, County shall adjust the interest components of the applicable Sublease
Payments) accardingly and the Sanitation District shall pay the az~:~ount of the adjusted Sublease
Payments}. In addition to the Sublease Aayments, if and to the extent tlZat Net Revenues are
available the Sanitation District shall also pay to the County a charge in such amount as the County
may from time to time establish as the amount reasonably determined by the County as the costs paid
or incurred by it in connection with {i) the financing o~the Txeatnnent Plant Solar Equipment and the
administration andunplementation of this Agx~ennent a~.d (zi) the maintenance of the Easement Area
and the Treatment ~'~ant Solax Equipment (the "Administrative ana' Maintenance Charge").

Except as provided xn Section 6.2 ox 6.3, the obligations of the Sanitation District to make
the aforesaid payments from Net Revenues and to perform and observe the other covenants and
agreemen#s contained in this Agreement shall be absolute and unconditional in all events without
abatement, diminution, deduction, set-off or defense, for any reason, including without liun.itation any
failure of the Treatment Plant Solax Equipment, any defects, malfunctions, breakdowns or infirmities
in the Treatment Plant Solaz' Equipment, disputes with any vendor of the Treatment Plant Solar
Equipzx►ent ox the County, failure of any 'vendor to perform any of its obligations for whatever reason,
including bankruptcy, insolvency, reorganization or any similar event with respect to tk~e vendor, or
any accident, condemnation or unforeseen circumstances.

(b) Effect of Prepayment. If the Sanitation District prepays all Sublease
Payments in full under Section 9.1 ox 9.2, the Sanitation Dzstxict's obligations hereunder with respect
to such Sublease Payz~nents will tbexeupon cease and terminate. Tf the Sublease Payments are prepaid
in part from Excess Proceeds under Section 3.2, such prepayment shall be applied to repay the
principal components of the remaining Sublease Payments as provided for in said Section.
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(c) Rate on Overdue Payments. If the Sanitation District fails to make any of the
payments xequired in this Section 4.3, the payment in default will continue as an obligation of the
Sanitation District until the amount in default has been fully paid, and the Sanitation District agrees

to pay the same with interest #hereon at the Default Rate from tl~e date of default to the date of
payment. If any Sublease Payment or other amount payable hereunder is not paid by its due date, the
Sanitation District shall pay an administrative Iate charge of 5% of the amount not timely paid or the
nnaximum amount permitted by law, whichever is less.

(d) Farr Rental Yalue. The Sublease Payments and Administrative and
Maintenance Charges coming due and payable each Rental Period hereunder constitute the total
rental for the Treatment Plant Solar Equipment for such Rental Period, and the Sanitation District
will pay such amounts in each Renfial Period for and in consideration. of the right of the anticipated or
actual beneficial use and enjoyment of, and the anticipated or actual continued quiet use and
enjoyment of the Treatment Plant Solar Equipment during each Rental Period. The Sanitation
DisUrict and the County have agreed and determined that the total Sublease Payments and
Administrative and Maintenance Charges are not in excess of the fair rental value of the Treatment
Plant Solar Equipment at completion and acceptance. In making that determination, consideration
has been given to the estimated fair market value of the Txeatment Plant Solar Equipnnent at

connpletian and acceptance, the replacement costs the Treatment Plant Solar Equipment at
completion and acceptance, the costs of financing bezng incurred by the County with respect to the
Treatment Plant Solax Equipment, other obligations of the County under the NCREBs Equipment
Lease, the uses and purposes which may be served by the Treatment Plant Solar Equipment at
completion and the benefits therefrom that r~vill accrue to tl~e Sanitation District and its rate payers.

(e) Sou~^ce of Payments; Covenant re Net Revenues. The Sublease Payrai.ents and
Administrative and Maintenance Chaxges are payable from Net Revenues, subject to the provisions
of Articles VI and IX; and the Sanitation District covenants to take such action as is necessary to

assure that its Net Revenues will be sufficient to provide funds sufficient and available to discharge
its obligation hereunder in each of its fiscal years during the Sublease Term.

Section 4.4 Title to and Security Interest in the Treat~zent Plant Solar Equipment.

(a) Title. During the Sublease Term, all right, title and intexest in and to each
item of the Treatment Plant Solar Equipment shall be vested in the County innmediately upon its
payment for each item of Treatment Plant Solar Equipment or portion thereof, subject to the terms
and conditions o~the NCREBs Equipment Lease, and shall be vested in the Sanitation Distxict upon
the eaxliex of payment in full of the NCREBs Lease Payments or termination of the Easement. The

Sanitation District sha11 at all times protect and defend, at its own cost and expense, its title in and to
the Treatment Plant Solar Equipment from and against all claims, Liens and Iegal processes of its
creditors, and keep all Treatment Plant Solar Equipment free and clear of all such claims, Liens and
processes until such time as title to all Treatment Plant Solar Equipment passes to the Sanitation

District.

{b) Security Inter^est. The Sanitation District acknowledges that, pursuant to the
Lease Ageement, the County has granted to the Authority a first priority security interest
constituting a first Lien on the Treatment Plant Solar Equipment and has authorized the Authority to
file (and such notices of assigrunent, chattel mortgages, financing statements and other docunnents, in

form satisfactory to the Authority, which the Authority deems necessary or appxoprzate to establish

and maintaix► the Authority's security interest in the Treatment Plant Solar Equipment, including such
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financing statements with respect to personal property and fixtures under Article 9 of the California
Commercial Code and treating such Article 9 as applicable to entities such as the County.

(c) Treatment of TreaCment Plant Solar Equipment as Personal Property. As and
to the extent permitted by law, the Treatment Plant Solar Equipment is deemed to be and will remain
personal property, and will not be deenned to be affixed to or a part of the real estate on which it may
be situated, notwithstanding that the Tre~.tment Plant Solar Equi~znent or any part thereof may be ox
hereafter become in any mamier physically affixed ox attached to the Easement Axes.

Section 4.5 Quiet Enjoyment. Throughout the Sublease Term, so long as the Sanitation
District is not default hereunder, the County will provide the Sanitation District with quiet use and
enjoyment of the Treatment Plant Solar Equipment and the Sanitation District will peaceably and
quietly have and hold and enjoy the Treatment Plant Solar Equipment, without suit, trouble or
hindrance from the County, excepf as expressly set forth herein. Tk►e Sanitation District shall, at the
request of the County and at the County's cost, join zn any legal action in which the County asserts
its right to such possession and enjoyment to the extezat the Sanitation District may lawfully do sa.
Notwithstanding the foregoing, the Sanitation District has the right to inspect the Treatment Plant
Solar Equipment as provided in Section 7.2.

ARTICLE V

MAINTENANCE, TAXES, INSURANCE AND OTHER MATTERS

Section S.1 Maintenance, Utilities, Taxes and Assessments with respect to the Treatment
Plant Solar Equipment. Throughout the Sublease Term, as part of the consideration for the rental of
the Treatment Plant Solar Equipment, and in order to ensure that the County maizatains the Treatment
Plant Solar Equipment in proper working order so that it may be used far its intended purpose, all
improvement, repair and maintenance of the Treatment Plant Solax Equipment are the sole
responsibility of the County, and the County will pay for or otherwise arrange for the payment of all
utility and security sexvices supplied to the Treatment Plant Solar Equipment and will pay for or
otherwise arrange for the payment of the cost of the repair and replacement of the Treatment Plant
Solar Equipment resulting from ordinary wear and tear or want of ordinary care on the part of the
County or any assignee or sublessee thereof (subject to being reiznbuxsed therefor as an
Administrative and Maintenance Charge), In exchange fox the Sublease Payments, the
Administrative and Maintenance Charges and the other ann.aunts payable to it by the Sanitatia~i
District, the County agrees to provide beneficial use of the Treatment Plant Solar Equipment, as more
specifically set forth herein. The Sanitation District waives the benefits of subsections 1 and 2 of
Section 1932, Section 1933(4) and Sections 1941 and 1942 of the California Civil Code, but such
r~vaiver does not limit any of the rights of the Sanitation District under the terms of this Agreement.

The County will also pay ox cause to be paid aI1 taxes and assessments of any type or nature,
if any, charged to the Sanitation District or the County a#fecting the Easement Area arzd/or the
Txeatnnent Plant Solar Equipment; provided that with respect to special assessments or other
governmental charges that may lawfully be pazd in installments over a period of years, the County is
obligated to pay oi11y such installments as are required to be paid during tl~e Sublease Term as and
when the same beconne due (subject to being reimbursed therefor as an Administrative and
Maintenance Charge).
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The County may, at the County's expense (subject to being reimbursed therefore as an

Administrative and Maintenance Chaxge) amd in its name, in good faith contest any such taxes,

assessments, utility and other charges and, in the event of any suoh 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 County notifies the Sanitation District that, in its reasonable opinion, by
nonpayxnent of any such items the interest of the County in the Treatment Plant Solar Equiprment will

be nnaterially endangered ar the Treatment Plant Solar Equipment ox any part thereof will be subject
to Ioss or forfeiture, in which event the County will promptly pay such taxes, assessments or charges

ar provide the Sanitation District wzth full security against any loss which zx►ay result from
nonpayment, in form satisfactozy to the Sanitation District and the NCREBs Lease Assignee).

Section 5.2 Mod fcation of Treatment Plant Solar Equipment. The County has the right,
at its own expense {subject to being reimbursed therefor as an Administrative and Maintenance
Charge), to make additions, modifications axed improvements to the Treatment Plant Solar Equipment
or any portion thereof. All additions, modi~catrons and improvements to the Treatment Plant Solar
Equipment will thereafter comprise part of the Trearinent Plant Sotar Equipment and become subject
to the provisions hereof. Such additions, modifications and improvements may not in any way
damage the Treahnent Plant Solar Equipment, ox cause the Treatment Plant Solar Equipnnent to be
used for purposes other than those authorized under the proviszon:s of state and federal law; and the
Treatment Plant Solar Equipment, upon completion of any additions, modz~cations and
improvements made thereto under this Section, must be of a value which is not substantially less than
the value thereof immediately prior to the making of such additions, modifications and
improvements, The County wrll not permit any nc►echanic's or other Lien. to be established ox remain
against the Treatment .Plant Solar Equipment for labor or materials furnished in connection with any
remodeling, additions, modifications, improvements, repairs, renewals or replacements made by the
County under this Section; provided that if any such Lien is established and the County first notifies
the Sanitation District of the County's intention to do so, the County may in good faith contest any
Lien. filed or established against the Treatment Plant Solar Equipment, 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 will provide the Sanitation District with full security against any loss or
forfeiture which nnight arise from the nonpayment of any such item, in form satisfactory to the
Sanitation District. The Sanitation District will cooperate fully in any such contest, upon the request
and at the expense of the County (subject to being reimbursed therefor as an Administrative and
Maintenance Charge}.

Section 5.3 Insurance. The County is required by the Lease Agreement to maintain or
cause to be maintained insurance against various risks in minimunn amounts specified in the Lease
Agreement. In addition to a1I other announts payable by it to the County hereunder, the Sanitation
District will pay to the County, within 30 days of its receipt of a request therefor, such amount as the
County z-nay from time to time determine to be the cost of maintaining such insurance that is
reasonably allocated to the Treatment Plant Solar Equipment.

Section 5.4 Federal or State Disaster Aid. Should the Treatment Flant Solar Equipment
be damaged or destroyed as a result of an event for v✓hich federal ox State of California disaster aid is

available, the Sanitation District and/or the County shall prornptty apply for disaster aid. Any
disaster aid pz-oceeds received shall be used to repair, reconstruct, restore ox replace the damaged or

destroyed portions of the Treatment Plant Solar Equipnnent, or, at the option of the County and the

Sanitation District, to prepay the Sublease Payments if permitted under the disaster aid program and

the law.
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Section 5.5 Recordation of this Agreement. The County shall, at its expense, cause this
Agreement to be recorded iii the office of the Nevada County Recorder on ar before the Fundu1g
Date.

Sectio~a S.6 Liens, The Sanita#ion District shall not, directly or indirectly, create, incur,
assume oz suffer to exist any mortgage, deed of trust, security interest, pledge, Lien, charge,
encumbrance or claim on ox with respect to the Treafin~.ent Plant Solar Equipment (including the
charge upon property purchased under conditional sales or other title retention agxeeznents), other
than Permitted Encumbrances. Except as expressI~ provided in this Article, the Sanitation District
shall promptly, at its own expense, take suoh action as may be necessary to duly discharge or remove
any such mortgage, pledge, Lien, charge, ei~cusnbrance or claim, for which it is responsible, if the
same wi11 arise at any time, The Sanitation District shall reimburse the County fox any expense
incur~~ed by it x~a order to discharge or remove any such mortgage, deed of trcust, security interest,
pledge, Lien, charge, encumbrance ox claim. The Sanitation Distxxct shall keep the Treatment Plant
Solar Equipment free of all levies, Liens and encumbrances except those created by the NCREBs
Equipment Lease, the Easement and this Agreement.

Section 5.7 Environ.~nental Covenants. {a) The Sanitation District shall not be obligated
to monitor compliance of the Treatment Plant Solar Equipment with applicable environmental or
other laws, nor shall the Sanitation District have any obligations or responsibility to foreclose or
otherwise further involve itself with the Treatment Plant Solar Equipment under any circulnstalice,
including any instance where the Sanitation District is notified of any non-compliance of the
Treatment Plant Solar Equipment with applicable environmental or other laves.

(b) To the greatest extent permitted by law, the Sanitation District and the County
agree to hold harmless, indemnify and defend each other from and against any clainn, demand,
penalty, fee, Lien, damage, loss expense or liability resulting from (i) any breach of the
representations and warranties made by it in this Agreement or any failure, far any xeason to comply
with envixonxxie~ntal laves, rules and regulations, including reasonable attorneys' fees and costs of, ox
in preparation for, any trial ox appellate review, and (ii) any actual ar alleged Hazardous Substance
contamination, including the clean-up of Hazardous Substances from the Treatment Plant Solar
Cquipment or any other properties resulting from any activities on the Easement Area during the
County's ownership, possession or control of the Easement Area whicl~ directly ox indirectly result in
the Easexner~t Area or any other property being contaminated with Haza~~dous Substances. This
indemnity shall survive the termination of this Agreement and shall continue to inure to the bene#"zt of
the County and the Sanitation District notwithstanding any assignment of its other rights hereunder;
provided, however^, that the obligations of the Sanitation District under this Section axe specifcally
limited to payment from such moneys of the Sanitation District as are available at such time from the
proceeds of insurance, self-insurance and legally available funds.

{c) The Sanitation Distract aclrnowledges fihat so long as the County operates the
'~'reatment Plant Solar Equipment, any Hazardous Substance generated, placed, housed or located. on,
under or in the Treatment Plant Solar Equipment, in the ordinazy course of the County's operation of
the Treatment Plant Solar Equipment, shall not violate this Agreement, so long as the County
complies with a~I federal, State or local statues, ordinances, rules, regulation ox other laws applicable
to the handling and disposal of such Hazardous Substances.

(d) As used herein, "Hazardous Substance " shall rx~ean any hazardous, toxic ox
dangerous substance, waste, material ox underground storage tanks that are or may become regulated
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under any federal, State or local statute, ordinance, rule, regulation or other law row ox hereafter in
effect pertaining to enviroiunental protection, contamination or clean-up.

Section 5.8 Taxes ana' OtheN Governmental Charges with respect to the Treatment Plant
Solar Equipment; Use and Maintenance of the Treatment Plant Solar Equipment. (a) The County
and the Sanitation District contezxxplat~ that the Easement Area and tlae Treatment Plant Solar
Equipment will be used fox governmental or proprietary purposes of the Sanitation District and the
County and that the Easement Area and the Treatment Plant Solar Equipment will therefpre be
exempt firom all property taxes. If the use, possession or acquisition of the Easement Area or any
Treatment Plant Solar Equipment is nevertheless determined to be subject to taxation, the Sanitation
District shall pay when due all #axes and governmental charges lawfully assessed or levied against or
with respect thereto (subject to being reimbursed therefor as an Administrative and Maintenance
Charge). The County shall pay such taxes or charges as the same may become due; provided that,
with respect to any such taxes or charges that may Ia~vvfully be paid in installments over a period of
years, the County shall be obligated to pay only such installments as accrue during the Sublease
Term (subject to being reimbursed therefor as an Administrative and Maintenance Charge).

(b) The County shall not install, use, operate oz maintain the Treatment Plant
Solar Equipment (or cause the Treatment Plant Solar Equipment to be installed, used, operated or
maintained) improperly, carelessly, in viola#ion of any applicable law or in a manner contrary to that
contemplated by the NCREBs Equipment Lease. The County shall pay alI utility and othee charges
incurred in the use and maintenance of tkze Treatment Plant Solar Equipment (subject to being
reimbursed therefor as an Adzx~inist~ative and Maintenance Charge). In addition, the Caunty agrees
to comply in all respects with all applicable laws, regulations and rulings of any legislative,
executive, adzxzinistrative, or judicial body; provided that the County may contest in good faith the
validity ox application of any such law, regulation or ruling in any reasonable manger that does not,
i~ the opinion of the County and the Sanitation District, adversely affect the interest of the County in
and to the Easement Area and/ox the Treatment Plant Solar Equipment pr its interest or rights undex
the NCREBs Equipment Lease.

(c) The County shall maintain, preserve and keep the Treatment Plant Solar
Equipment in good repaix and working order, in a condition comparable to that recommended by the
manufacturer 'Tl~e Sanitation District shall have no responsibility to maintain, repair or make
impxovenaents ar additions to the Treatment Plant Solar Equipment. In all cases during the Sublease
Term and prior to the transfer return of the Treatment Plant Solar Equipment to the Sanitation.
District as provided zn Section. $.2, the County agrees to pay any costs necessary for the manufacturer
to re-certify the Treatment Plant Solar Equipment as eligible fox manufacturer's maintenance upon
the transfer of tlae Treatment Plant Solar Equipment as provided for in such Section (subject to being
reimbursed therefor as an Administrative and Maintenance Charge). Except with respect to
Treatment Plant Solar Equipment fox• which Sublease Payrr~ents have been abated pursuant to
Section 6.2 or 6.3, and during the period of such abatennent, the County agrees that it will
(a) maintain, preserve and keep the Treatment Plant Solar Equipment in good repair and working
order, in a condition comparable to that recommended by the manufacturer; and {b) replace ar
rebuild any component of the Treatment Plant Solar Equipmei2t that becomes permanently unfit for
normal use or inoperable during the Sublease Term (herein, the `Inoperable Component") in oxder
to keep the Treatment Plant Solar Equipment as a whole in good repair and working ordez- during the
Sublease Term. The County shall promptly notify the Sanitation Dist~•ict in writing when any major
component of the Treatment Plant Solar Equipnnent is reasonably expected within forty-dive {45}
days to become an Inoperable Component. The County shall promptly replace or rebuild the
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Inoperable Component with the same major component of con:~parable or improved make and model
and that has at least equivalent value, utility and remaining useful life and is in as good operating
condition as the Inoperable Component it is replacing. The Sanitation District shall have no
responsibility to maintain, repair, replace, reUuild or make i~nprovernents ox additions to the
Treatment Plant Solar Equipment.

(d) The County shall not alter any item of Treatnnent Plant Solar Equipment or
install any ~.ccessory, equipment or device on an item of Treatment Plant Solar Equipment if that
r~vould impair any applicable wat~ranty, the originally intended fu~lction or the value of the Treatment
Plant Solar Equipment. All repairs, parts, accessories, equipment and devices furnished, affixed to or
installed on the Treatnnent Plant Solar Equipment, excluding temporary replacements, shall
thereupon become subject to the security interest mentioned in Section 4.4.

(e) The County shall not create, incur, assume ox permit to exist any mortgage,
pledge, Lien, security interest, charge ox othex encumbrance of any nature whatsoever except fox
Permitted Encumbrances on the Easemen# Aria ox enter into any agreement to sell or assign ox enter
into any sale/leaseback arrangement of such real estate 'without the prior written consent of the
County, which consent sk~all not be unreasonably withhelcE.

(~ If the County elects to replace any item of the Treatnnent Plant Solar
Equipment (the "Replaced' Equipment"} pursuant to this Section, the replacement equipment {the
"Replacement Equipment"} shall be new or of a quality, type, utility and condition at least as good as
the Replaced Equipment, shall be of equal ox greater value than the Replaced Equipment and shall
provide at least the same level of energy and/or operational savings expected in the aggregate from
the Replaced Equipment prior to such casualty, destruction or condemnation to the extent possible
from Net Proceeds. The County shall grant Co the NCREBs Lase Assignee a first priority security
interest in any such Replacement Equipment. The County shad xeparesent, warrant and covenant to
the NCREBs Lease Assignee that each item of Replacennent Equipment is free and clear of all
claims, Liens, security interests and encumbrances, excepting only those Liens created by ox through
the NCREBs Lease Assignee, and shall provide to the NCREBs Lease Assignee any and all
docuzx~ents as the NCRE$s Lease Assignee may reasonably request in connection with the
replacement, including, but not limited to, documentation in fozxr~ and substance satisfactory to the
NCREBs Lease Assignee evidencing the NCREBs Lease Assignee's secwrity interest in the
Replacement Equipment. The County and the Sanitation District hereby acknowledge and agree that
any Replacement Equipment acquired pursuant to this paragraph shall constitute "Treatment Plant
Solar Equipment" fbr purposes of this Agreement. The County shall complete the documentation of
Replacement Equipment on or before the next Sublease Payn:zent Date after the occurrence of a
casualty event, or as soon as reasonably practicable thereaftee, or exercise its option to prepay, to the
extent possible from Net Proceeds, the obligations hereunder with respect to the damaged equipment
in accordance with this Agreement.

Section 5.9 Advances. If the County fails to pert'orm any of its obligations under this
Article V, the Sanitation District znay, but shall be under no obligation to, take any necessary action
to cure the failure, including the advancement of money. All amounts so advanced by the Sanitation
District shall be deducted from rent fox the Sublease Term; and tI1e County covenants and agrees to
accept such amounts so advanced by the Sanitation District with interest thezeon from the date
advanced until paid at a rate equal to the Default Rate; provided, however, that any amount payable
by the Sazaitation District pursuant to this Section shall be payable solely from Net Revenues.
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