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MARC A. LEVINSON (STATE BAR NO. 57613)
malevinson@orrick.com

NORMAN C. HILE (STATE BAR NO. 57299)
nhile@orrick.com

PATRICK B. BOCASH (STATE BAR NO. 262763)
pbocash@orrick.com

ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000

Sacramento, California 95814-4497

Telephone:  +1-916-447-9200

Facsimile: +1-916-329-4900

Attorneys for Debtor

City of Stockton
UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF CALIFORNIA
SACRAMENTO DIVISION
Inre: Case No. 2012-32118
CITY OF STOCKTON, CALIFORNIA, Chapter 9

Debtor. CITY'SSUBMISSION OF REDLINED
COMPARISON OF THE FEBRUARY
10, 2014 SUPPLEMENTAL PLAN
SUPPLEMENT AND THE JANUARY 7,
2015 SECOND SUPPLEMENTAL

PLAN SUPPLEMENT

Date: January 13, 2015

Time: 10:00 am.

Dept: Courtroom 35

Judge:  Hon. Christopher M. Klein

The City of Stockton, California (“City”), the debtor in the above-captioned case, hereby
submits the redlined comparison, attached hereto as Exhibit 1, of the City’ s Supplemental Plan
Supplement In Connection With The First Amended Plan For The Adjustment Of Debts Of City
Of Stockton, California (November 15, 2013), filed February 10, 2014 [Dkt. No. 1259]

(* Supplemental Plan Supplement”), and the City' s Second Supplemental Plan Supplement In
Connection With The First Amended Plan For The Adjustment Of Debts Of City Of Stockton,

SUBMISSION OF REDLINED COMPARISON
OF SUPPLEMENTAL PLAN SUPPLEMENT AND
SECOND SUPPLEMENTAL PLAN SUPPLEMENT
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California, As Modified (August 8, 2014), filed January 7, 2015 [Dkt. Nos. 1842 (Exhibits 1 and
2) and 1843 (Exhibits 3 through 8)] (* Second Supplemental Plan Supplement”).

The following discusses each of the eight exhibits to the Second Supplemental Plan
Supplement:

The changes made to Collective Exhibits 1 (Assured Guaranty), 2 (NPFG Arena), and 3
(NPFG Parking) are shown in the attached redlined comparison. However, the exhibits and
schedules to Exhibits 1, 2, and 3 are new, unchanged, or minimally changed from the versions
included in the Supplemental Plan Supplement. Inthose subsidiary exhibits that have changed,
the changes are minimal and have not affected the material terms of the exhibit. Because of this,
they are not included in the attached redlined comparison.

Exhibit 4 (DBW) isidentical to the version included in the Supplemental Plan
Supplement, and Exhibit 5 (Price) is identical to the prior version but for minimal stylistic
changes. Because these exhibits are essentially identical to the versions included in the
Supplemental Plan Supplement, they are not included in the attached redlined comparison.
Exhibits 6 (Ports) and 7 (Thunder) were not included in the Supplemental Plan Supplement.
Therefore, no redlined comparisons are included for these exhibits.

Exhibit 8 (Ambac) was not included in the Supplemental Plan Supplement because the
relevant agreement had been filed as an exhibit to the Robert Deis declaration [Dkt No. 725] filed
in support of the City’s motion for approval of the Ambac settlement. For the sake of
completeness, the amended version thereof is included in the Second Supplemental Plan
Supplement. A redline showing the changes, which were all made pursuant to the requirements

of Section 2.11 of the agreement attached to the Robert Deis declaration, is attached hereto.

Dated: January 7, 2015 MARC A. LEVINSON
NORMAN C. HILE
PATRICK B. BOCASH
Orrick, Herrington & Sutcliffe LLP

By: /sl Marc A. Levinson

MARC A. LEVINSON
Attorneys for Debtor
City of Stockton

SUBMISSION OF REDLINED COMPARISON
-2- OF SUPPLEMENTAL PLAN SUPPLEMENT AND
SECOND SUPPLEMENTAL PLAN SUPPLEMENT
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COLLECTIVE EXHIBIT 1

ASSURED GUARANTY SETTLEMENT DOCUMENTS
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a REIMBURSEMENT AGREEMENT
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REIMBURSEMENT AGREEMENT

between

ASSURED GUARANTY MUNICIPAL CORP.

and

CITY OF STOCKTON

Dated as of , 20142015
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REIMBURSEMENT AGREEMENT

This AGREEMENT, dated as of __,2024,2015, isentered into by and between
ASSURED GUARANTY MUNICIPAL CORP., a New York insurance corporation (“Assured
Guaranty”), and CITY OF STOCKTON, a municipal corporation organized and existing under
the laws of the State of California (the “ City”).

WITNESSETH:

WHEREAS, on April 5, 2007, the City issued the Bonds (as hereinafter defined) pursuant
to the terms of the Indenture (as hereinafter defined) to (a) refund a portion of the obligation of
City to the California Public Employees Retirement System, and (b) pay certain costs associated
with the issuance of the Bonds;

WHEREAS, the scheduled payment of principal of and interest on the Bonds when due is
guaranteed under the Bond Insurance Policy (as hereinafter defined) issued by Assured Guaranty
(formerly known as Financial Security Assurance Inc.);

WHEREAS, in connection with issuance of the Bond Insurance Policy, the City agreed to
pay to Assured Guaranty (a) a sum equal to the total of all amounts paid by Assured Guaranty
under the Bond Insurance Policy; (b) interest on the foregoing amounts until payment thereof in
full; and (c) any and all charges, fees, costs and expenses that Assured Guaranty might reasonably
pay or incur in connection with (i) the administration, enforcement, defense or preservation of any
rights or security in the Indenture; (ii) the pursuit of any remedies under the Indenture or
otherwise afforded by law or equity, (iii) any amendment, waiver or other action with respect to,
or related to, the Indenture whether or not executed or completed or (iv) any litigation or other
dispute in connection with the Indenture or the transactions contemplated thereby, other than
costs resulting from the fallure of Assured Guaranty to honor its obligations under the Bond
Insurance Policy (collectively, the “Reimbursable Amounts’);

WHEREAS, the City is the debtor in a bankruptcy case under chapter 9 of Title 11 of the
United States Code, Case No. 2012-32118 in the United States Bankruptcy Court for the Eastern
Digtrict of California, Sacramento Division (the “Bankruptcy Court”), styled In re City of
Sockton, California (the “ Chapter 9 Case”);

WHEREAS, Assured Guaranty, together with certain other creditors, contested the City’s
eligibility to be a debtor in the Chapter 9 Case (the “Eligibility Contest”);

WHEREAS, to resolve the Chapter 9 Case, in part, the City has agreed to enter into this
Agreement pursuant to which the City will amend certain terms relating to its obligation to
reimburse Assured Guaranty for the Reimbursable Amounts;

NOW, THEREFORE, in consderation of the premises and of the agreements herein
contained and other good and valuable consideration, Assured Guaranty and the City agree as
follows:

EA1-3022387+8-54293/30020
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ARTICLE IARHCLEES
DEFINITIONS

Section 1.01. Definitions. Except as otherwise defined herein, the following words and
phrases shall have the following meanings.

“2007 Lease Ask Payments’ means, for each Fiscal Year, the payments on the Payment
Dates and in the amounts set forth in Schedule 1 hereto

“Actual Core Revenue Increment” means, for each Fiscal Year, the amount, if any, by
which the Actual Core Revenues exceed the Baseline Core Revenues, as estimated and reconciled
as provided in Section 2.03(c) hereof.

“Actual Core Revenues’ means the amount of Core Revenues actualy received by the
City in agiven Fiscal Y ear, as estimated and reconciled as provided in Section 2.03(c) hereof.

“Agreement” means this Reimbursement Agreement, dated as of
2014.2015, between Assured Guaranty and the City, as such agreement may be amended ol or
supplemented.

“Allocable Share” means a fraction, the numerator of which is the principal amount of the
Bonds and the denominator of which is the sum of all the principal amounts of al Participating
Creditors Obligations as of July 1, 2012; provided, however, that with respect to the Contingent
General Fund Payments (i) payable prior to June 1, 2039, the Allocable Share shall be no less than
78%; and (ii) payable on or after June 1, 2039, the Allocable Share shall be equal to 100%.

“Ambac Settlement Agreement” means the Stipulation and Settlement Agreement, dated
as of February 26, 2013, by and among (i) the City, (ii) the Stockton Public Financing Authority,
(iii) the 2003 Fire/Police/Library Certificates Trustee (as such term is defined in the Plan of
Adjustment), and Ambac Assurance Corporation, which is attached as Exhibit A to the
Declaration of Robert Deis in Support of the City of Stockton’s Motion Under Bankruptcy Rule
9019 for Approval of Its Settlement with Ambac Assurance Corporation, filed in the Chapter 9
Case on February 26, 2013 {Dkt. No. 725}.725.

“Annexed Area Revenues’ means the Core Revenues (except for revenue derived from
motor vehicle license fees) generated from any territory annexed to the City after the Effective
Date.

“Assured Guaranty” has the meaning set forth in the first paragraph of this Agreement.
“Bankruptcy Court” has the meaning set forth in the recitals of this Agreement.

“Baseline Core Revenues’ means, for each Fiscal Y ear, the amount of Core Revenues set
forth for such Fiscal Y ear on Schedule 4 hereto.

“Bond Insurance Policy” means Municipal Bond Insurance Policy No. 208382-N, dated
April 5, 2007, issued by Assured Guaranty (formerly known as Financial Security Assurance Inc.),
insuring the scheduled payment of principal of and interest on the Bonds when due.

2
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“Bond Payment Date” means each March 1 and September 1.

“Bonds’ means, collectively, the City of Stockton 2007 Taxable Pension Obligation
Bonds, Series A, issued in the original aggregate principal amount of $96,985,000, and the City of
Stockton 2007 Taxable Pension Obligation Bonds, Series B, issued in the origina aggregate
principal amount of $28,325,000.

“Business Day” means any day of the year (other than a Saturday or a Sunday) on which
banks located in Cdlifornia are not required or permitted to be closed, and on which the New
York Stock Exchange is open.

“Chapter 9 Case” has the meaning set forth in the recitals of this Agreement.

“City” has the meaning set forth in the first paragraph of this Agreement.

“City Council” means the governing body of the City.

“Claim” has the meaning set forth in Section 6.10 hereof.

“Contingent General Fund Payment” has the meaning set forth in Section 2.03(a) hereof.

“Core Revenues’ means, for each Fiscal Year, the City's Unrestricted Genera Fund
receipts, net of any required refunds, rebates or legally required adjustments from the following
sources: (a) ad valorem property tax (excluding any special overrides for voter-approved generd
obligation bonds); (b) sales and transaction and use taxes; (c) utility taxes; (d) transient occupancy
taxes, (e) franchise taxes; (f) business license taxes; (g) document transfer taxes; (h) motor vehicle
license fees; (i) other Unrestricted taxes approved by the voters after Fiscal Year 2013-14; and (j)
net revenues generated from the sale of Surplus Property; provided, that Core Revenues does not
include any Annexed Area Revenues or Realignment Revenues. For purposes of clarification,
Core Revenues include any such receipts, whether paid directly to the City, or to the City by
another public agency, including the State of California, as a result of structura changes in tax
distributions imposed by the State of California (except to the extent such amounts constitute
Realignment Revenues) or otherwise. The Core Revenues for Fiscal Year 2012-13 are shown on
Schedule 9 hereto.

“Effective Date” means the date that the Plan of Adjustment becomes effective.

“Electronic Means’ means telephone, telecopy, telegraph, telex, internet, electronic mail,
facamile transmisson or any other similar means of electronic communication. Any
communication by telephone as an Electronic Means shall be promptly confirmed in writing or by
one of the other means of electronic communication authorized herein.

“Eligibility Contest” has the meaning set forth in the recitals of this Agreement.
“EMMA” means the MSRB’ s Electronic Municipal Market Access system.

“Event of Default” has the meaning set forth in Section 5.01 hereof.

EA1-3022387+8-54293/30020
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“Expected Core Revenues’ means, for each Fiscal Y ear, the amount shown in Schedule 5
hereto.

“Expected Core Revenue Increment” means, for any Fiscal Year, the difference between
the Baseline Core Revenues and the Expected Core Revenues, as shown in Schedule 6 hereto.

“Extraordinary Expense Event” means an expense or combination of expenses that
become involuntary obligations of the City which are at least 5% of the City’s prior Fiscal Year
budgeted General Fund expenses. An Extraordinary Expense Event may include a judgment
against the City that is finally determined to be due and payable (provided that the City shall
exercise any right with respect to such judgment to make installment payments thereon to the
extent permitted by law), payments required to be made by the City to respond to a natural
disaster where a declaration of emergency has been declared by the State of California or federd
government or unfunded mandates of the State of California or federal government or other
smilar extraordinary expenses, but shall not include any changes to pension or other
post-employment benefit costs.

“Fiscal Year” means the 12-month period selected and designated as the official fiscal year
of the City, which is currently the period beginning on July 1 of each year and ending on the next
June 30.

“Franklin” means Franklin High Yield Tax-Free Income Fund and Franklin California High
Yield Municipa Fund.

“GAAP’ means accounting principles generally accepted in the United States of America,
as applicable to municipal entities.

“General Fund” means the general fund of the City.

“Governmental Authority” means any nation or government, any state, department,
agency or other political subdivision thereof, and any entity exercising executive, legisative,
judicial, regulatory or administrative functions of or pertaining to any government.

“Incremental Revenue Ratio” means the ratio of the Actual Core Revenue Increment to
the Expected Core Revenue Increment. The Incremental Revenue Ratio may not be less than O
nor more than 1.

“Indenture” means that certain Indenture of Trust, dated as of April 1, 2007, by and
between the City and the Trustee.

“Material Adverse Effect” means (a) a material adverse change in, or material adverse
effect upon the condition (financial or otherwise) of the City which affects its ability to make any
payment hereunder, or which affects the amount of any payment payable hereunder, (b) a materia
impairment of the ability of the City to perform its obligations under this Agreement, or (c) a
material adverse effect upon the legality, validity, binding effect or enforceahility against the City
of this Agreement or the rights and remedies of Assured Guaranty hereunder.

EA1-3022387+8-54293/30020
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“Measure A” means a ballot measure that was approved by voters of the City on
November 5, 2013, which imposes a three-quarter cent (0.75%) retail transactions and use tax to
be applied throughout the entire territory of the City to the fullest extent permitted by law and in
accordance with the provisions of Part 1.6 of Divison 2 of the Revenue and Taxation Code
(commencing with Section 7251) and Chapter 2.3 of Part 1.7 of Division 2 of the Revenue and
Taxation Code (commencing with Section 7285.9) effective April 1, 2014, as such measure may
be extended by the City Council by its terms.

“MSRB” means the Municipa Securities Rulemaking Board.

“Neutral Accountant” means an accountant or municipal financial advisor having
significant experience in the auditing of California municipalities or the finances of such California
municipalities.

“Non-Contingent General Fund Payments’ means, for each Fiscal Year, the payments
required to be made by the City pursuant to Section 2.02 hereof.

“Other Bonds” means Bonds owned by holders other than Assured Guaranty.

“Participating Creditors Obligations’ means (i) the Bonds; and, (ii) in the event that the
City enters into a settlement with Franklin that (x) is approved by the Bankruptcy Court at or
before confirmation of the Plan of Adjustment and (y) includes participation in the Contingent
General Fund Payments, the Stockton Public Financing Authority Lease Revenue Bonds, 2009
Series A (Capital Improvement Projects) (which had a principal amount as of June 28, 2012 of
$35,080,000).

“Payees’ means, collectively, the Trustee and Assured Guaranty or its assigns. Where this
Agreement requires payment to “Payees,” such payment shall be made to the applicable Payee(s)
as and to the extent provided in Section 2.05.

“Payment Date” means the day on which any payment is due and owing to Assured
Guaranty hereunder. If any Payment Date is not a Business Day, Payment Date shall mean the
next Business Day; provided, however, interest will accrue at the Prime Rate plus 3% per annum
through the date of payment.

“Pension Obligation Bond Claim” means the amount owing on account of the Bonds on
June 28, 2012, which is comprised of unpaid principa of $124.28 million plus accrued but unpaid
interest as of such date.

“Pension Obligation Bonds Payments’ means, collectively, the Non-Contingent General
Fund Payments and the Contingent General Fund Payments.

“Plan of Adjustment” means the City’s plan of adjustment, as confirmed by an order
entered in the Chapter 9 Case.

“Prime Rate” means the floating rate of interest per year identified from time to time as the

Prime Rate as published in the “Consumer Rates and Returns to Investor” section of the Wall

Street Journal or any successor source for such rate. Changes in the rate of interest resulting
5
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from a change in the Prime Rate shall take effect on the date set forth in each announcement of a
change in the Prime Rate.

“Realignment Revenues’ means the Core Revenues received by the City as a result of
structural changes in tax distributions imposed by the State of California in connection with any
realignment of State of California and local government services and obligations such that the
additional revenues are intended to offset additional cost burdens required to be assumed by the
City.

“Referee” has the meaning set forth in Section 6.11(b) hereof.
“Reference” has the meaning set forth in Section 6.11(a) hereof.
“Reimbursable Amounts’ has the meaning set forth in the recitals of this Agreement.

“SEB 2006 Settlement” means the settlement between the City and National Public
Finance Guarantee Corporation relating to the SEB Lease Back Transaction (as such term is
defined in the Plan of Adjustment), the terms of which are embodied in the Plan of Adjustment.

“Shortfall Amount” means, for each Fiscal Y ear, the amount shown in Schedule 7 hereto.

“Special Fund Payments’ means, for each Fisca Year, the payments to be made by the
City on the Payment Dates and in the amounts set forth in Schedule 2 hereto.

“Supplemental Payments’ means, for each Fiscal Year, the payments on the Payment
Dates and in the amounts set forth in Schedule 3 hereto.

“Surplus Property” means (@) the properties identified by the City as surplus property in
Schedule 8 hereto and (b) any property which may be declared surplus by the City, except to the
extent of any revenues generated by the sale of such property used to purchase replacement
property to deliver the same category of service or amenity that the sold property previously
delivered.

“Trustee” shal mean Wells Fargo Bank, National Association, or any successor thereto,
astrustee under the Indenture.

“Unrestricted” means, with respect to Core Revenues, amounts that are not subject to any
legal limitation or encumbrance as to use for a specific purpose, and includes revenues from taxes
that are defined as general taxes under Article X111C of the Congtitution of the State of California,
except to the extent that the voters of the City, smultaneously with the passage of a tax measure
which approved any such taxes, adopted an advisory measure which directs the City Council to
expend the proceeds of such taxes for a purpose inconsistent with their treatment as Core
Revenues hereunder but only to the extent the City uses such funds for such inconsistent purpose;
provided that if Measure A should expire before or not be extended through 2052, then this
exception shall not apply to an amount of revenues which Measure A was expected to generate
for each year through 2052, as shown in Schedule 10 hereto.

EA1-3022387+8-54293/30020
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Section 1.02. Section1.62— Descriptive Headings; Generic Terms. The descriptive
headings or titles of the several Articles and Sections hereof, and any table of contents appended
to copies hereof, shall be solely for convenience of reference and shall not affect the meaning,
construction or effect of this Agreement. All references herein to “Articles,” “ Sections” and other
subdivisons are to the corresponding Articles, Sections or subdivisons of this Agreement.
Unless otherwise modified by more specific reference, the words “herein,” “hereof,” “hereby,”
“hereunder” and other words of similar import refer to this Agreement as a whole and not to any
particular Article, Section or subdivision hereof. Words of the masculine gender shall mean and
include words of the feminine and neuter genders, and words denoting the singular number
include the plural number and vice versa.

ARTICLE IIARHCLEH
SETTLEMENT TERMSAND PAYMENTS

Section 2.01. Reimbursement Obligations. In settlement of disputes arising from the
City's default under the Indenture and its reimbursement obligations to Assured Guaranty in
respect of the Bond Insurance Policy, and as reimbursement for payments made, and to be made,
by Assured Guaranty under the Bond Insurance Policy, the City agrees to pay to the Payees the
Pension Obligation Bonds Payments and to make such other payments required by, and to
otherwise comply with the terms of, this Agreement. All payments made to the Trustee shall be
applied by the Trustee in accordance with, and subject to the terms of, the Indenture.

Section 2.02. Section2.02— Non-Contingent General Fund Payments. The City shall
pay to the Payees, in the manner described in Section 2.05 and on the Payment Dates specified
herein, the following payments: (i) the 2007 Lease Ask Payments; (ii) the Special Fund Payments;
and (iii) the Supplemental Payments. The Payment Dates for the 2007 Lease Ask Payments shall
be June 1 of each year, commencing June 1, 2018 to and including June 1, 2052. The Payment
Dates for the Special Fund Payments shall be (i) June 1, 2014 and (ii) July 1 of each year
thereafter, commencing July 1, 2015 to and including July 1, 2053. The Payment Dates for the
Supplemental Payments shall be June 1 of each year, commencing June 1, 2023, to and including
June 1, 2052.

Section 2.03. Section-2.63— Contingent General Fund Payments.

@ General. (a) For each Fiscal Year, commencing with the Fiscal Y ear
ending June 30, 2018 and ending in the Fiscal Year ending June 30, 2052 (subject to
extension pursuant to the provisions of subsection (d) below), in which the Actual Core
Revenues exceed the Baseline Core Revenues, the City shall pay to the Payees, in the
manner described in Section 2.05, a payment equal to the Allocable Share of the average
Incremental Revenue Ratio for such Fiscal Y ear and each of the previous two Fiscal Years
multiplied by the Shortfall Amount (each such payment, a “Contingent Genera Fund
Payment”). The Payment Date for the estimated Contingent General Fund Payments with
respect to any Fiscal Year shall be June 1 of such Fiscal Year, commencing June 1, 2018
to and including June 1, 2052, subject to the provisions of subsections (c) and (d) of this
Section 2.03.

EA1-3022387+8-54293/30020
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(b) Calculation and Payment of Estimated Contingent General Fund Payments.

At least 30 days prior to June 1 of each Fiscal Y ear, the City shall calculate the estimated
amount of the Contingent General Fund Payment, if any, payable to the Payees with
respect to such Fiscal Year, based on the City’s adopted budget for such Fiscal Year in
effect as of the date of calculation, and shal provide Assured Guaranty and the Trustee
with a certificate showing the City’s calculations of such payment, substantially in the form
of Exhibit A hereto. On June 1 of each Fiscal Y ear, the City shall pay to the Payees such
estimated Contingent General Fund Payment, if any.

(c) Reconciliation and Adjustment of Contingent General Fund Payments. Not
later than 30 days following the release of the audited financial statements for each Fiscal
Year, the City shall (i) calculate any adjustment to the next Contingent General Fund
Payment which is necessary to reflect any underpayment or overpayment by the City for
such Fiscal Year, based upon a reconciliation of data in the budget used to caculate the
estimated Contingent General Fund Payment and the final financial results of the City as
reflected in the City’s audited financial statements for such Fiscal Year and (ii) provide to
Assured Guaranty and the Trustee a certificate, substantially in the form of Exhibit B
hereto, showing the calculations described in clause (i) of this subsection (c) in detail
satisfactory to Assured Guaranty. Any underpayment of a Contingent General Fund
Payment shall be added to the estimated Contingent Fund Payment due on the following
June 1; and any overpayment of a Contingent General Fund Payment by the City shall be
credited against the estimated Contingent General Fund Payment due on the following
June 1; provided, however, that so long as Assured Guaranty is the Payee under Section
2.05 of this Agreement, (X) any underpayment of a Contingent General Fund Payment in
excess of $250,000 shall be paid to Assured Guaranty within thirty (30) days of delivery of
the certificate described in clause (ii) of this subsection (c); and (y) any overpayment of a
Contingent General Fund Payment in excess of $250,000 shall be paid to the City by
Assured Guaranty within thirty (30) days of delivery of the certificate described in clause
(i) of this subsection (c).

(d) Suspension of Contingent General Fund Payments. The City may suspend
the payment of a Contingent General Fund Payment for any Fiscal Year, if (i) an

Extraordinary Expense Event occurs and is continuing, and (ii) the City provides written
notice to Assured Guaranty, not later than 30 days prior to June 1 of any Fiscal Y ear with
respect to which the City seeks such a suspension, describing the Extraordinary Expense
Event in detall satisfactory to Assured Guaranty and setting forth a repayment schedule
for such suspended Contingent General Fund Payments. The amount of any such
suspended Contingent General Fund Payment shall remain an obligation of the City, which
shal be payable no later than ten (10) years after the suspension of such Contingent
General Fund Payment, and shall bear interest, compounding semi-annually, at the Prime
Rate plus 3% until paid. If any suspended Contingent General Fund Payment extends the
payment period beyond Fiscal Year 2051-52, the City shall continue to make Special Fund
Payments, in an amount not exceeding $2,009,482 in each Fiscal Y ear, and such payments
shall reduce the amount of any suspended Contingent General Fund Payment. Assured
Guaranty shal calculate all amounts due and owing from the City with respect to any such
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suspended Contingent General Fund Payments in accordance with this Agreement and
such determinations shall be final and binding on all parties hereto absent manifest error.

Section 2.04. Section-2.64— Maximum Amount of Payments Payable by City. The
Non-Contingent General Fund Payments shall be made in accordance with Section 2.02 of this
Agreement. The obligation of the City to make Contingent General Fund Payments shall cease as
of the earlier of June 1, 2052 (subject to, and except to the extent extended by subsections (c) and
(d) of Section 2.03) or the date by which the cumulative amount of Pension Obligation Bonds
Payments (excluding interest payable with respect to any suspended Contingent General Fund
Payments, which shall be disregarded for the purpose of this calculation) paid by the City
hereunder equals an amount needed to fully reimburse Assured Guaranty for satisfying its
obligations under the Bond Insurance Policy, including the sum of (a) the Pension Obligation
Bonds Claim; (b) all interest that would have been payable on the Bonds, on and after June 28,
2012, had the City fully performed under the Indenture; (c) interest on al amounts paid by
Assured Guaranty with respect to any Bonds under the Bond Insurance Policy, from the date of
each such payment by Assured Guaranty calculated at the rate of 5.61273% per annum and
compounding semi-annually on each Bond Payment Date, and (d) the reasonable fees and
expenses of Assured Guaranty, or its assigns, to enforce any rights and remedies under this
Agreement, but excluding any fees or expenses disclaimed under Section 2.07 hereof. For the
purpose of calculating the maximum unpaid amount due and payable under this Agreement at any
time, Pension Obligation Bond Payments made by the City and actually received by Assured
Guaranty will be applied by Assured Guaranty first to the repayment of interest accrued pursuant
to subsection (c) of this Section, and second to amounts advanced pursuant to the Bond
Insurance Policy. Assured Guaranty shall provide to the City a calculation of the maximum
unpaid amount due and payable to Assured Guaranty pursuant to subsections (c)-(d) of this
Section upon written request by the City.

Section 2.05. Section2.05— Payments.

@ All Pension Obligation Bond Payments due and payable under this
Agreement shall be made to the Trustee until the Trustee delivers to the City and Assured
Guaranty an instrument in form and substance acceptable to Assured Guaranty (i)
certifying that principal of and interest on the Other Bonds have been paid in full or
adequately provided for under the Indenture, and (ii) directing the City to pay al Pension
Obligation Bonds Payments directly to Assured Guaranty, or its assigns. The Trustee
shall deliver such instrument to the City and Assured Guaranty promptly after payment of
or provision for the Other Bonds has been made (but in any event not later than two
Business Days following such event) and shall remit to Assured Guaranty any and all
remaining funds it holds on account of the Bonds upon the payment in full of, or adequate
provision for, the Other Bonds.

(b All payments made to the Trustee under this Agreement shall be paid in
lawful currency of the United States in immediately available funds to the following

account:
Bank: Wells Fargo Bank
ABA Number: 121000248
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Beneficiary Name: Corporate Trust

Beneficiary Account Number: 0001038377

For Further Credit: 2 2225500

Attn: M Vonderharr Re Stockton 07

or such other account as shall be designated from time to time, in writing, by Assured
Guaranty.

(c) All payments made to Assured Guaranty or its assigns under this
Agreement — which payments shall remain due and owing until paid irrespective of any
default by Assured Guaranty under the Bond Insurance Policy — shall be paid in lawful
currency of the United States in immediately available funds to the following account:

Bank: The Bank of New Y ork

Account Name: Assured Guaranty Municipal Corp.

Account Number: 8900297263

ABA Number: 021-000-018

Reference: City of Stockton, California Reimbursement Agreement
Policy Number: 208382

or such other account as shall be designated from time to time, in writing, by Assured
Guaranty.

(d) Any Pension Obligation Bonds Payments which are delinquent shall bear
interest, compounding semi-annually, from their Payment Date at the Prime Rate plus 3%
until paid.

(e Amounts paid to the Payees under this Agreement shall be applied first to
Non-Contingent General Fund Payments, then, if and as directed by the City, to any
suspended Contingent General Fund Payments, then to Contingent Genera Fund
Payments, then to the interest payable pursuant to Section 2.05(d), and then to remaining
suspended Contingent General Fund Payments.

Section 2.06. Seetion2.06— Unconditional Obligation. The obligations of the City to
pay al amounts due under this Agreement shall be an absolute and unconditional generd
obligation of the City, payable from all of its legally available funds and resources, and will be paid
or performed strictly in accordance with this Agreement, notwithstanding any condition or
circumstance, including the failure of Assured Guaranty to make payments under the Bond
I nsurance Policy.

Section 2.07. Seetion2.07— Fees and Expenses and Waiver of Certain Fee and Expense
Clams. Assured Guaranty and the City shall each bear their own attorneys and other
professional and consulting fees and expenses in connection with negotiating and entering into this
Agreement. On or after the Effective Date, the City shall pay the reasonable fees and expenses of
the Trustee (including reasonable fees and disbursements of its counsel and other agents) incurred
in and about the performance of its powers and duties under this Agreement and/or the Indenture-

v - ec-before-or after the effective date hereof—FBDB1,
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and such payments shal be in addition to the Pension Obligation Bonds Payments required
hereunder. A schedule of the Trustee's standard fees to administer its obligations under this
Agreement and/or the Indenture are attached as Schedule 11 hereto. The City hereby waives any
right to seek reimbursement of attorneys fees related to the Eligibility Contest. Subject to
Section 4.07, Section 6.11(d), and Section 6.12(c) of this Agreement, Assured Guaranty hereby
waives any rights to seek attorneys fees under or relating to the Indenture and/or the Bond
I nsurance Policy.

ARTICLE IIHARHCLEH
REPRESENTATIONS AND WARRANTIES

Section 3.01. Due Organization and Qualification. The City isamunicipal corporation
and charter city duly organized and validly existing under, and by virtue of, its charter and the
Constitution of the State of California.

Section 3.02. Power and Authority. The City has full power and authority to authorize,
execute and deliver this Agreement. By proper action the City has duly authorized the execution,
delivery and performance of this Agreement. This Agreement constitutes the legal, valid and
binding obligation of the City enforceable against the City in accordance with the terms hereof.

Section 3.03. Section-3-63— Non-contravention. The execution and delivery of this
Agreement by the City, the consummation of the transactions contemplated by this Agreement by
the City and the fulfillment of or compliance with the terms and conditions of this Agreement do
not conflict with or violate the Congtitution of the State of California (including without limitation
the indebtedness limitation of Section 18 of Article XVI of the Constitution of the State of
Cdlifornia or any other law or regulation of the State of California or any applicable governmental
body of competent jurisdiction).

Section 3.04. Section-3-04— No Litigation. Thereis 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 City, threatened, against or affecting the City
(excepting in al cases the Chapter 9 Case):

@ to restrain or enjoin the execution and delivery of and performance by the
City under this Agreement;

(b in any way contesting or adversely affecting the authority for or the validity
or enforceahility of this Agreement; or

(c) which, (i) if determined adversely to it, would result in any Materid
Adverse Effect or (ii) otherwise would reasonably be expected to have a Material Adverse
Effect.

Section 3.05. Seetion-3.05— Disclosures Accurate. As of the date hereof, and as of the
date of each certificate required to be delivered to Assured Guaranty hereunder, the written
information, schedules, exhibits and/or reports furnished to Assured Guaranty by the City in
connection with the negotiation of this Agreement or otherwise in connection with the
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transactions contemplated hereby, are or will be true and accurate in all material respects and will
be sufficient to provide a reasonable person with an explanation of the calculations.

Section 3.06. Section-3-06— No Defaults. Except asto any default that may arise asa
result of the pendency of the Chapter 9 Case, no Event of Default has occurred and is continuing.

ARTICLE IVARHCLER
COVENANTS

Section 4.01. Other Creditor Settlements. The City agrees that it will not enter into any
settlement agreement (except the Ambac Settlement Agreement and the SEB 2006 Settlement) or
provide Plan of Adjustment treatment for any unsecured creditor holding a claim on the petition
date (e.g., an unsecured judgment claim) or any capital markets creditor, payable from the
General Fund (but excluding payments made by any third-party, such as an insurer) which
provides a net present value recovery (applying a 5% discount rate) to such creditor, based upon
non-contingent cash payments from the General Fund, in excess of the net present value return of
Non-Contingent General Fund Payments provided hereunder to Assured Guaranty, unless
Assured Guaranty is provided with the same level of non-contingent cash payments from the
General Fund on the Bonds.

Section 4.02. Financial Statements. The City shall deliver to Assured Guaranty in form
and detall satisfactory to Assured Guaranty:

@ not later than 90 days after and as of the end of each Fiscal Y ear,
commencing with the Fiscal Y ear 2013-14, unaudited fund trial balances of the City;

(b not later than 210 days after and as of the end of each Fiscal Y ear, audited
financial statements of the City, which financial statements shall include a statement of net
position, statement of activities and changes in net postion. The audited financial
statements shall be audited by independent certified public accountants from a firm
experienced in the field of municipal audits and licensed in the State of California, and
prepared in accordance with GAAP, and shall be delivered together with an agreed-upon
procedures letter from such accountants addressed to Assured Guaranty providing a
report showing that such accountants have recomputed the calculations of the Actual Core
Revenues and the Contingent General Fund Payment made by the City with respect to
such Fiscal Year and have compared the data used in such calculations and found it to be
consistent with the audited financial statements or other internal accounts and records of
the City for such Fiscal Year;

(c) not later than 30 days after the beginning of each Fiscal Y ear, a copy of the
annual budget for such Fiscal Y ear, as adopted by City Council;

(d) not later than 30 days following its adoption, a copy of any revised budget
for any Fiscal Y ear, as adopted by the City Council;
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(e such other information relating to the financial condition of the City or the
calculation of amounts payable to Assured Guaranty hereunder reasonably requested by
Assured Guaranty, promptly upon such request; and

)] all such information provided to Assured Guaranty by the City shall be kept
confidential by Assured Guaranty and shall not be published, disseminated, quoted or
circulated to any other party without prior written consent of the City; provided, however,
that Assured Guaranty shall be permitted to share such information with a Neutrd
Accountant appointed under Section 6.12 of this Agreement and shall be permitted to
disclose such information in any enforcement proceeding contemplated hereunder.

Section 4.03.Section4-03— Certificates, Notices and Other Information. The City shall
deliver to Assured Guaranty, in such form and detail satisfactory to Assured Guaranty:

@ the certificates required by Section 2.03(b) and Section 2.03(c) hereof;

(b promptly after request by Assured Guaranty, copies of any detailed audit
reports, management letters or recommendations submitted to the City Council (or any
committee of the City Council) by independent accountants in connection with the
accounts or books of the City, or any audit of it;

(c) promptly upon the City obtaining knowledge thereof, and in any event
within two Business Days of such date, notice of any Event of Default;

(d) within 30 days after the occurrence of such event, notice of any materia
change in accounting policies or financial reporting practices by the City;

(e within 30 days after the occurrence of such event, notice of any litigation,
investigation or proceeding (i) in which injunctive relief or similar relief is sought, which
relief, if granted, would have a Material Adverse Effect or (ii) which otherwise could
reasonably be expected to have a Material Adverse Effect;

)] within 30 days after the occurrence of such event, notice of any Material
Adverse Effect;

(9) promptly, notice of any announcement by any rating agency regarding the
City; and

(h) promptly, such other data and information as from time to time may be
reasonably requested by Assured Guaranty.

Each notice pursuant to this Section 4.03 shall be accompanied by a statement of the City
Manager setting forth details of the occurrence referred to therein and stating what action the City
has taken and proposes to take with respect thereto.

Section 4.04. Audit Rights. Assured Guaranty shall have the right to audit the
methodology and calculation of the payments due hereunder at its expense; provided, however,
that if any audit shall reveal ananet underpayment by the City in the aggregate amount of $50,000
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or greater, the interna costs of such audit incurred by Assured Guaranty, or the costs of any
auditor retained by Assured Guaranty for such purpose, shal be paid by the City upon
presentation of any invoice and demand for payment. In addition, the City shall afford Assured
Guaranty the opportunity to meet and confer with the City’s accountants (at the sole expense of
the City) with respect to any audit report provided pursuant to Section 4.02.

Section 4.05. Section4.05— Keeping of Records and Books of Account. The City shall
keep adequate records and books of account reflecting all financial transactions in conformity
with GAAP and in material conformity with all applicable requirements of any Governmental
Authority having regulatory jurisdiction over the City.

Section 4.06. Section4.06— Accounting. The City will not adopt, permit or consent to
any material change in accounting principles, other than as required or permitted by GAAP or the
Governmental Accounting Standards Board, or adopt, permit or consent to any change in its
Fiscal Year unless the City provides Assured Guaranty (a) notice pursuant to Section 4.03(d)
hereof and (b) restated financial statements in comparative form for the prior Fiscal Y ear.

Section 4.07. Reimbursement for Expenses; |ndemnification.

@ Upon demand by Assured Guaranty, the City agrees to pay or reimburse
Assured Guaranty for any and al reasonable charges, fees, costs, losses, liabilities and
expenses which Assured Guaranty may pay or incur, including, but not limited to, fees and
expenses of attorneys, accountants, consultants and auditors and costs of investigation, in
connection with (i) the enforcement, defense, exercise or preservation of any rights under
or in respect of this Agreement including defending, monitoring or participating in any
litigation or proceeding relating to the City’s obligations under this Agreement and the
transactions contemplated by this Agreement, (ii) any amendment, waiver, consent or
other action with respect to, or related to this Agreement, whether or not executed or
completed, or (iii) any action taken by Assured Guaranty to cure an Event of Default or
similar event (or mitigate the effect thereof) hereunder. For the purpose of the foregoing,
costs and expenses shall include a reasonable alocation of compensation and overhead
attributable to the time of employees of Assured Guaranty spent in connection with the
actions described in clauses (i)-(iii) above. Assured Guaranty reserves the right to charge
a reasonable fee as a condition to executing any amendment, waiver or consent proposed
in respect of this Agreement.

(b) The City agrees to indemnify Assured Guaranty, to the extent permitted by
law, against any and all liability, claims, loss, costs, damages, fees of attorneys and other
expenses which Assured Guaranty may sustain or incur by reason of or in consequence of
(i) the failure of the City to perform or comply with the covenants or conditions of this
Agreement, or (ii) reliance by Assured Guaranty upon representations made by the City or
(iii) an Event of Default by the City under the terms of this Agreement.

Section 4.08. Special Fund Payments. To the extent Specia Fund Payments may be
payable from revenues dedicated to any “Restricted Revenue Bond and Note Payable
Obligations’ (as such term is defined in the Plan of Adjustment), such payments will be made as
operation and maintenance costs as and to the extent permitted under the documents governing
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such Restricted Revenue Bond and Note Payable Obligations, and otherwise shall be paid from
the restricted revenues associated with each of the Restricted Revenue Bond and Note Payable
Obligations only to the extent permitted by the documents governing such obligations and
applicable law.  Notwithstanding the foregoing, the City shall remain absolutely and
unconditionally liable to make all Specia Fund Payments in full in accordance with Sections 2.02
and 2.06 of this Agreement.

ARTICLE VARHCLEN
EVENTS OF DEFAULT; REMEDIES

Section 5.01. Events of Default. The following events shall constitute Events of Default
hereunder:

@ The City shall fail to pay to the Payees any amount payable hereunder when
due, including any attorneys fees or other expenses provided under Sections 2.07, 4.07,
6.11(d) or 6.12(c);_provi how that the City's failure to m m n
a Payment Date occurring prior to the Effective Date shall not be an Event of Default

accrue int

(b) Any representation or warranty made by the City hereunder or in any
written report, financial statement or other certificate provided in connection with this
Agreement shall have been or is untrue in any material respect;

(c) Except as otherwise provided in this Section 5.01, the City shall fail to
perform any of its other obligations hereunder; or

(d) The City shall (excepting in each case the Chapter 9 Case) (i) voluntarily
commence any proceeding or file any petition seeking relief under the United States
Bankruptcy Code or any other Federa, state or foreign bankruptcy, insolvency or similar
law, (ii) consent to the institution of; or fail to controvert in a timely and appropriate
manner, any such proceeding or the filing of any such petition, (iii) apply for or consent to
the appointment of a receiver, trustee, custodian, sequestrator or similar official for the
City or for a substantial part of its property, (iv) file an answer admitting the material
allegations of a petition filed against it in any such proceeding, (v) become unable, admit in
writing its inability or fail generally to pay its debts as they become due or (vi) take action
for the purpose of effecting any of the foregoing.

Section 5.02. Section-5:02— Remedies. Whenever an Event of Default referred to in
Section 5.01 hereof shall have occurred and be continuing, Assured Guaranty or its assigns shall
have the right to take any one or any combination of the following remedial actions:

@ declare all Non-Contingent General Fund Payments payable to the Payees
under this Agreement to be forthwith due and payable, whereupon all such amounts shall
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become and be forthwith due and payable, without presentment, notice of dishonor,
protest or further notice of any kind, all of which are hereby expresdy waived by the City;

(b exercise al rights and remedies legally available to Assured Guaranty,
including (without limitation) the right to pursue lega action to enforce payment of
Contingent General Fund Payments due in each year;

(c) assert or accelerate the full amount of the Pension Obligation Bonds Claim,
plus any additional amounts owed and payable under this Agreement (i.e., the maximum
amount payable pursuant to Section 2.04 hereof), less any payments made under this
Agreement, in any litigation or bankruptcy, insolvency or other enforcement proceeding in
which the City is a debtor;

(d) proceed by appropriate court action to enforce performance by the City of
the applicable covenants of this Agreement or to recover for the breach thereof, including
the payment of all amounts due from the City, in which event the City shall pay or repay to
Assured Guaranty al costs of such action or court action including, without limitation,
reasonable attorneys fees, and

(e take whatever action at law or in equity that may appear necessary or
desirable to enforce its rights, in which event the City shall pay or repay to Assured
Guaranty all costs of such action or court action, including, without limitation, reasonable
attorneys’ fees.

The City hereby authorizes Assured Guaranty or its assigns to file with the MSRB through
EMMA, and to publish on Assured Guaranty’ s website, notice of any such Event of Defaullt.

Notwithstanding any remedy exercised hereunder, the City shall remain obligated to pay to
the Payees any unpaid Pension Obligation Bonds Payments and al other amounts payable
hereunder. To the extent permitted by applicable law, the City hereby waives any rights now or
hereafter conferred by statute or otherwise which might otherwise limit or modify any of Assured
Guaranty’s or its assigns rights hereunder.

From time to time after the occurrence and continuance of an Event of Default, all rights,
powers, and remedies of Assured Guaranty or its assigns are cumulative and not exclusive, and
shall be in addition to any other rights, powers or remedies provided by law or equity.

Section 5.03. Seetion5:03— No Remedy Exclusive. Unless otherwise expressly
provided, no remedy herein conferred upon or reserved to Assured Guaranty or its assigns is
intended to be exclusive of any other available remedy, but each remedy shall be cumulative and
shall be in addition to other remedies given under this Agreement or of any rights or remedies
which Assured Guaranty or its assigns would otherwise have pursuant to law or equity.

Section 5.04. Section5-04— Exercise of Rights. No failure or delay on the part of
Assured Guaranty or its assigns to exercise any right, power or privilege under this Agreement
and no course of dealing between Assured Guaranty or its assigns and the City or any other party
shall operate as a waiver of any such right, power or privilege, nor shall any single or partial
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exercise of any such right, power or privilege preclude any other or further exercise thereof or the
exercise of any other right, power or privilege. No notice to or demand on the City shal entitle
the City to any other or further notice or demand in similar or other circumstances, or constitute a
waiver of the right of Assured Guaranty or its assigns to any other or further action in any
circumstances without notice or demand, but any such right and power may be exercised from
time to time and as often as may be deemed expedient.

ARTICL E VIARHCLEM
MISCELLANEOUS

Section 6.01. Computations. All computations of amounts due to the Payees hereunder
with respect to reimbursement for payments made under the Bond Insurance Policy and all
computations of fees and expenses payable under Section 4.07 or 6.11(d) hereof shall be
computed by Assured Guaranty, and all such calculations shall be final absent manifest error. All
computations of interest hereunder shall be made on the basis of the actual number of days
elapsed over ayear of 365 days.

Section 6.02. Continuation of Existing Obligations. This Agreement does not modify,
amend or alter the Bonds or the obligations of Assured Guaranty to make the scheduled payment
of the principal of, and interest on, the Bonds as and when such amounts become due in
accordance with the terms of the Bond Insurance Policy. Except as expressly set forth in this
Agreement, the Indenture has not been amended or modified and remains in full force and effect.

Section 6.03. Section-6:03— Amendments and Waivers. This Agreement may only be
amended, modified, waived, supplemented, discharged or terminated by written instrument signed
by the parties hereto, with the prior written consent of the Trustee.

Section 6.04. Successors and Assigns. This Agreement shall bind, and the benefits
thereof shall inure to, the City and Assured Guaranty and their respective successors and assigns;
provided, that the City may not transfer or assign any or all of its rights and obligations hereunder
without the prior written consent of Assured Guaranty and the Trustee. Any or al rights of
Assured Guaranty under this Agreement may be sold, assigned or pledged by Assured Guaranty
without the consent of the City; provided that no such sale, assignment or pledge shall affect
Assured Guaranty’s obligation to make payment on the Bonds in accordance with the terms of the
Bond Insurance Policy. Assured Guaranty shall give notice to the City of any such sde,
assignment or pledge, and any such purchaser, assignee or pledgee shall be entitled to enforce all
rights and remedies of Assured Guaranty hereunder directly against the City.

Section 6.05. Section6-05— Third-Party Beneficiary. It isthe intention of the parties
that the Trustee be a third-party beneficiary of this Agreement until all of the Other Bonds have
been paid in full or adequately provided for under the Indenture. The Trustee shall receive a copy
of all notices given to Assured Guaranty hereunder. Notwithstanding anything herein to the
contrary, the Trustee is entitled to al of the rights, privileges and immunities set forth in the
Indenture. Furthermore, nothing in this Agreement is intended to impair any rights, remedies and
interests, including without limitation, liens, of any of the Parties hereto in any other capacity.
Except for Section 2.07 hereof, and subject to the next two sentences, the Trustee will act at the
direction of Assured Guaranty with respect to any rights and remedies under this Agreement, and
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will not undertake any duplicative review or analysis of notices or materials provided by the City
herein or otherwise incur any additional expense beyond the amounts set forth in Schedule 11
without written approval from Assured Guaranty. Assured Guaranty’s right to direct the Trustee
is subject to the terms and conditions of the Indenture, including without limitation the condition
that Assured Guaranty is not in payment default under the Bond Insurance Policy. In the event
Assured Guaranty is in payment default under the Bond Insurance Policy and so long as such
default is continuing, then, the Trustee shall have the right to enforce the provisions of this
Agreement againgt the City without the consent of Assured Guaranty, provided that the Trustee
shall have no right to ater or amend the terms of this Agreement or compromise or reduce the
City’ s payment obligations hereunder.

Section 6.06. Right To Remove and Replace Trustee. Except in the event Assured
Guaranty is in payment default under the Bond Insurance Policy, Assured Guaranty shall have the
exclusive right to remove the Trustee at any time, and to select a new trustee reasonably
acceptable to the City, in accordance with the terms of the Indenture; provided, however that the
City shall have no right to consent to any replacement in the event it is in default under this
Agreement.

Section 6.07. Section6-07— Notices, Requests, Demands; Payments. Except as
otherwise expressy provided herein, al written notices, requests, demands or other
communications to or upon the respective parties hereto shall be deemed to have been given or
made when transmitted by Electronic Means, delivered by hand delivery or on the third day
following the day on which the same has been mailed, by registered or certified mail, postage
prepaid, or one Business Day after the date when deposited with Federa Express, UPS, or other
reputable express courier service (charges prepaid) with a reliable system for tracking deliveries,
addressed as follows or at such other address as any party may hereafter specify in writing to the
other:

If to the City: City of Stockton, California
425 North El Dorado Street
Stockton, California 95202
Attention: City Manager
Facsimile No.: (209) 937-7149
Telephone No.: (209) 937-8212
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If to Assured Guaranty: Assured Guaranty Municipa Corp.
31 West 52nd Street
New York, New York 10019
Attention: Municipal Oversight Group and General
Counsel
Facsimile No.: (212) 857-0405
Telephone No.: (212) 974-0100
Email Address. munidisclosure@assuredguaranty.com

If to the Trustee: Wells Fargo Bank, National Association
333 Market Street, 18th Floor
MAC A0119-181
San Francisco, California 94105
Attention: Corporate Trust Services
Fax: (415) 371-3400

Section 6.08. Survival of Representations and Warranties. All representations, warranties
and obligations contained herein shall survive the execution and delivery of this Agreement.

Section 6.09. Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY
AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF CALIFORNIA.

Section 6.10. Seetion-6-20— Jury Trial Waiver. TO THE EXTENT PERMITTED BY

LAW, THE PARTIES HERETO HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO JURY
TRIAL OF ANY ACTION, PROCEEDING OR HEARING (HEREINAFTER, A “CLAIM”)
BASED UPON OR ARISING OUT OF, DIRECTLY OR INDIRECTLY, THIS AGREEMENT,
ANY DEALINGS BETWEEN ASSURED GUARANTY AND THE CITY RELATING TO
THE SUBJECT MATTER OF THE TRANSACTIONS CONTEMPLATED BY THIS
AGREEMENT OR ANY RELATED TRANSACTIONS. THE SCOPE OF THIS WAIVER IS
INTENDED TO BE ALL ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE
FILED IN ANY COURT (INCLUDING, WITHOUT LIMITATION, CONTRACT CLAIMS,
TORT CLAIMS, BREACH OF DUTY CLAIMS AND ALL OTHER COMMON LAW AND
STATUTORY CLAIMS). THIS WAVER IS IRREVOCABLE, MEANING THAT IT MAY
NOT BE MODIFIED EITHER ORALLY OR IN WRITING, AND THIS WAIVER SHALL
APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS TO THIS AGREEMENT, ANY RELATED DOCUMENTS, OR TO ANY
OTHER DOCUMENTS OR SUPPLEMENTS RELATING TO THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT OR ANY RELATED TRANSACTIONS. IN
THE EVENT OF LITIGATION, THIS AGREEMENT MAY BE FILED AS A WRITTEN
CONSENT TO A TRIAL BY THE COURT.

Section 6.11. Section6-131— Judicial Reference Procedure.

@ Judicial Reference. Inthe event the jury trial waiver provisions set forthin
Section 6.10 are not permitted for any reason and the City fails to waive jury trial, Assured
Guaranty and the City hereby agree: (i) each Claim shall be determined by a consensual
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genera judicial reference (the “Reference”); (ii) upon a written request, or upon an
appropriate motion by either party hereto, any pending action relating to any Claim and
every Claim shall be heard by a single Referee (as defined below) who shall then try all
issues (including any and al questions of law and questions of fact relating thereto), and
issue findings of fact and conclusions of law and report a statement of decision; (iii) the
Referee’s statement of decision will constitute the conclusive determination of the Claim;
(iv) the Referee shall have the power to issue all legal and equitable relief appropriate
under the circumstances before the Referee; (v) the parties hereto shal promptly and
diligently cooperate with one another and the Referee, and shall perform such acts as may
be necessary to obtain prompt and expeditious resolution of all Claims in accordance with
the terms of this Section 6.11; (vi) any party hereto may file the Referee's findings,
conclusions and statement with the clerk or judge of any appropriate court, file a motion
to confirm the Referee's report and have judgment entered thereon and if the report is
deemed incomplete by such court, the Referee may be required to complete the report and
resubmit it; and (vii) al proceedings shall be closed to the public and confidential, and all
records relating to the Reference shall be permanently sealed when the order thereon
becomes final.

(b Selection of Referee; Powers. The parties to the Reference proceeding
shall select a single neutral referee (the “Referee”), who shall be a retired judge or justice
of the courts of the State of California, or afederal court judge, in each case, with at least
ten (10) years of judicial experience in civil matters. The Referee shall be appointed in
accordance with Section 638 of the California Code of Civil Procedure (or pursuant to
comparable provisions of federa law if the dispute falls within the exclusive jurisdiction of
the federal courts). If within ten (10) days after the request or motion for the Reference,
the parties to the Reference proceeding cannot agree upon a Referee, then any party to
such proceeding may request or move that the Referee be appointed by the Presiding
Judge of the Sacramento Superior Court, or of the United States District Court for the
Eastern District of California.  The Referee shall determine al issues relating to the
applicability, interpretation, legality and enforceability of this Section 6.11(b).

(c) Provisional Remedies, Self-Help and Foreclosure. No provision of this
Section 6.11 shall limit the right of Assured Guaranty to (i) exercise such self-help
remedies as might otherwise be available under applicable law, (ii) initiate judicia or
non-judicial foreclosure against any real or personal property collateral, (iii) exercise any
judicia or power of sale rights, or (iv) obtain or oppose provisional or ancillary remedies,
including without limitation injunctive relief, writs of possession, the appointment of a
receiver, and/or additional or supplementary remedies from a court of competent
jurisdiction before, after, or during the pendency of any Reference. The exercise of, or
opposition to, any such remedy does not waive the right of Assured Guaranty to the
Reference pursuant to this Section 6.11.

(d) Costs and Fees. Promptly following the selection of the Referee, the City
shall advance equal portions of the estimated fees and costs of the Referee. In the
statement of decision issued by the Referee, the Referee shall award costs, including
reasonable attorneys fees, to the prevailing party, if any, and may order the Referee’ s fees
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to be pad or shared by the parties to such Reference proceeding in such manner as the
Referee deems just.

Section 6.12. Section6-12— Alternative Dispute Resolution of Calculation Through
Neutral Accountant.

@ Dispute Notice. If Assured Guaranty disputes any calculation made by the
City in any Certificate provided under this Agreement, Assured Guaranty will deliver to
the City, within forty-five (45) days after receipt of any Certificate which is the subject of
such dispute, a statement (the “Dispute Notice”) setting forth Assured Guaranty's
calculation of any such disputed amount or Assured Guaranty's request for additional
information regarding such calculation. The parties shall thereafter use commercially
reasonable efforts to resolve such differences regarding the determination of the disputed
amounts for a period of thirty (30) days after Assured Guaranty has given the Dispute
Notice, provided that Assured Guaranty may extend this period at its discretion to
continue negotiations or to obtain relevant information.

(b Appointment of Neutral Accountant. If the parties do not reach a final
resolution of the amounts disputed under paragraph (a) within thirty (30) days after
Assured Guaranty has given the Dispute Notice, unless Assured Guaranty agrees to
continue the parties efforts to resolve such differences, the Neutral Accountant shall
resolve such differences, pursuant to an engagement agreement executed by the parties
and the Neutral Accountant, in the manner provided below. The parties shall each be
entitled to make a presentation to the Neutral Accountant within ten (10) Business Days
after the engagement of the Neutral Accountant, pursuant to procedures to be agreed to
among Assured Guaranty, the City and the Neutral Accountant (or, if they cannot agree
on such procedures, pursuant to procedures determined by the Neutral Accountant),
regarding such party’s calculation of such disputed amounts. The Neutra Accountant
shall be required to resolve the dispute and determine the disputed amounts within twenty
(20) Business Days after the parties presentation to the Neutral Accountant.  Such
determination by the Neutral Accountant shall be conclusive and binding upon the parties,
absent fraud, misrepresentation or manifest error.

(c) Fees and Expenses. Assured Guaranty, on the one hand, and the City, on
the other hand, shall each pay one-half of the fees and expenses of the Neutrd
Accountant; provided that if the Neutral Accountant determines that one party has
adopted a position or positions with respect to the amount in dispute that is frivolous or
clearly without merit, the Neutral Accountant (i) may, in its discretion, assign a greater
portion of the burden of the Neutral Accountant’s fees and expenses to such party, and (ii)
shall provide to the parties a written explanation of its reasons for making such a
determination.

(d) Exclusive Method of Resolution. The parties agree that the procedure set
forth in this Section 6.12 for resolving disputes with respect to any calculation shall be the
sole and exclusive method for resolving any such disputes; provided that this provision
shall not prohibit either party from bringing any legal action to (i) enforce the ruling of the
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Neutral Accountant or (ii) challenge the Neutral Accountant’s determination based on
fraud, misrepresentation or manifest error.

Section 6.13. Consent to Jurisdiction.

€)] THE PARTIESHERETO HEREBY IRREVOCABLY SUBMIT TO THE
JURISDICTION OF THE UNITED STATES DISTRICT COURT FOR THE
EASTERN DISTRICT OF CALIFORNIA AND ANY APPELLATE COURT WHICH
HEARS APPEALS FROM ANY COURT THEREOF, ANY ACTION, SUIT OR
PROCEEDING BROUGHT AGAINST IT AND TO OR IN CONNECTION WITH
THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREUNDER
OR FOR RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND THE
PARTIES HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY AGREE
THAT ALL CLAIMS IN RESPECT OF ANY SUCH ACTION, SUIT OR
PROCEEDING MAY BE HEARD OR DETERMINED IN SUCH COURTS. THE
PARTIES HERETO FURTHER HEREBY IRREVOCABLY SUBMIT TO THE
JURISDICTION OF THE BANKRUPTCY COURT IN ANY MATTER ASTO WHICH
THE BANKRUPTCY COURT HAS CONTINUING JURISDICTION UNDER THE
PLAN AND THE PARTIES HERETO HEREBY |IRREVOCABLY AND
UNCONDITIONALLY AGREE THAT ALL CLAIMS IN RESPECT OF ANY SUCH
MATTER MAY BE HEARD OR DETERMINED IN THE BANKRUPTCY COURT.
THE PARTIES HERETO AGREE THAT A FINAL AND NON-APPEALABLE
JUDGMENT IN ANY SUCH ACTION, SUIT OR PROCEEDING SHALL BE
CONCLUSIVE AND MAY BE ENFORCED IN OTHER JURISDICTIONS BY SUIT
ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW. TO
THE EXTENT PERMITTED BY APPLICABLE LAW, THE PARTIES HERETO
HEREBY WAIVE AND AGREE NOT TO ASSERT BY WAY OF MOTION, AS A
DEFENSE OR OTHERWISE IN ANY SUCH SUIT, ACTION OR PROCEEDING,
ANY CLAIM THAT IT IS NOT PERSONALLY SUBJECT TO THE JURISDICTION
OF SUCH COURTS, THAT THE SUIT, ACTION OR PROCEEDING IS BROUGHT
IN AN INCONVENIENT FORUM, THAT THE VENUE OF THE SUIT, ACTION OR
PROCEEDING IS IMPROPER OR THAT THIS AGREEMENT OR THE SUBJECT
MATTER HEREOF MAY NOT BE LITIGATED IN OR BY SUCH COURTS.

(b To the extent permitted by applicable law, the parties hereto shall
not seek and hereby waive the right to any review of the judgment of any such court
by any court of any other nation or jurisdiction which may be called upon to grant an
enforcement of such judgment.

Section 6.14. Section-6-14— Waiver of Personal Liability. No recourse under this
Agreement shall be had against, and no persona liability shall under any circumstances attach to,
any officer, employee, agent, director, affiliate, advisor or securityholder of Assured Guaranty or
any member, director, officer, employee or agent of the City, by the enforcement of any
assessment or by any legal or equitable proceeding, by virtue of any statute or otherwise in
respect of this Agreement.
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Section 6.15. Seetion6-15— Counterparts. This Agreement may be executed in
counterparts by the parties hereto and such counterparts shall constitute one and the same
instrument, each of which shall be deemed to be an original instrument.

Section 6.16. Further Assurances. Assured Guaranty and the City agree that they will,
from time to time, execute, acknowledge and deliver, or cause to be executed, acknowledged and
delivered, such supplements hereto (including any financing statements, if applicable) and such
further instruments as may be required by law or as shall reasonably be requested by Assured
Guaranty for carrying out the intention of or facilitating the performance of this Agreement.

Section 6.17. Severability. With the exception of provisions contained in Article 11 and
Section 6.05 hereof, in the event any other provision of this Agreement shall be held invalid or
unenforceable by any court of competent jurisdiction, the parties hereto agree that such holding
shall not invalidate or make unenforceable any other provision hereof. The parties hereto further
agree that the holding by any court of competent jurisdiction that any remedy pursued by any
party hereto is unavailable or unenforceable shall not affect in any way the ability of such party to
pursue any other remedy available to it.

Section 6.18. Survival of Obligations. Notwithstanding anything to the contrary
contained in this Agreement, the obligation of the City to pay all amounts due hereunder and the
rights of Assured Guaranty to pursue all remedies shall survive the expiration, termination or
substitution of this Agreement or the Bond Insurance Policy.

Section 6.19. Term. This Agreement shall terminate on the later of (a) July 1, 2053 or (b)
the date on which any suspended payments pursuant to Section 2.03(c) or Section 2.03(d) hereof,
together with any interest due thereon, and all other amounts due and owing to Assured Guaranty
hereunder are paid in full.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, each of the parties hereto have duly executed and delivered
this Agreement as of the date first above written.

ASSURED GUARANTY MUNICIPAL CORP.

By:

Name:
Title:

CITY OF STOCKTON, CALIFORNIA

By:

Name:
Title:

Acknowledged and Agreed as Third Party Beneficiary

WELLS FARGO BANK, N.A., as Trustee

By:
Name:
Title:
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400 EAST MAIN STREET OFFICE LEASE

BETWEEN
WILLIAM J. HOFEMAN,
As Receiver
(* Landlord”)
and

THE CITY OF STOCKTON,
amunicipal corporation
(“ Tenant”)
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400 EAST MAIN STREET OFFICE LEASE

TENANT:
THE CITY OF STOCKTON
TABLE OF CONTENTS
ARTICLE 1 TERM 34
ARTICLE 2 RENT 34
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ARTICLE 4 SERVICES, FACILITIES AND MAINTENANCE 58
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ARTICLE 11 TRANSFER OF LANDLORD’S INTEREST 2126
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2432
2733
2834
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ARTICLE 15 SUBORDINATION
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ARTICLE 18 MISCELLANEOUS 3035
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STANDARD OFFICE LEASE

This Lease is made as of , 2014:201 , between

WILLIAM J. HOFFMAN, duly appointed Receiver
(“Landlord”), and THE CITY OF STOCKTON, amunicipal corporation (“Tenant”), who agree
asfollows:

LEASE OF PREMISES

Pursuant to that certain Judgment of Possession issued on May 31, 2012 by the
Superior Court of the State of California—County of San Joaquin in Case No.
39-2012-00280741-CU-UD-STK (the “Judgment of Possession”) and Notice of Delivery of
Notice of Possession of Real Property dated June 21, 2012 and delivered in connection with the
Judgment of Possession, Main Street Stockton LLC, a Delaware limited liability company (“Main
Street Stockton”), obtained possession of the Building (as hereinafter defined).

As aresult thereof, Main Street Stockton, as landlord, and Tenant, as tenant,
entered into that certain 400 East Main Street Office Lease for a portion of the Building (the

“Prlor Lease”) which Prlor Lease (i) hasbeenieepmmateel—pupsclant—teJehaPeeﬁam%eese

MMM and (||) is bemg replaced in |ts entlrety by thls Lease

Pursuant to that certaln g

2014 ent in No. in th rt of the St f California for th

in (the “Order Appointing R 'v "). Landlord was appointed receiver for
the Building and granted the authority to enter into and perform as landlord under all leases for
the Building. Asaresult thereof, and in accordance therewith, Landlord and Tenant now wish to
enter into this Lease.

Pursuant to the terms hereof, Landlord leases to Tenant and Tenant leases from
Landlord, upon the provisions and conditions set forth herein, those certain premises (“Premises’)
described in the Basic Lease Provisions and designated in Exhibit “A” attached hereto, which
Premises are located in that certain building located at 400 East Main Street, Stockton, California,
which building includes a two-level subterranean parking garage located directly beneath the
Building (the “Parking Garage”) (such building and the Parking Garage, collectively, the
“Building”), and situated upon that certain real property as more particularly described on Exhibit
“B” (the “Real Property”). The Real Property, the Building, and the Common Facilities (as
defined below) are referred to collectively herein asthe “Project.”

BASIC LEASE PROVISIONS

The following are the Basic Lease Provisions of this Lease. Other Sections of this
L ease explain and define the Basic Lease Provisions in more detail and areto beread in
conjunction herewith. In the event of any conflict between the Basic Lease Provisions and the
other Sections of this Lease, the other Sections of this Lease shall control.
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1 BUILDING ADDRESS: 400 East Main Street, Stockton, California 95202.

2. PREMISES:

a The entire fourth floor, a portion of the third floor, a portion of the ground floor
and a portion of the greuneseventh floor of the Building

b. SuiteSuites 102, 119, 124, 310, 400, Suite 701 and Suite-
——— 760

C. Rentable area of the portion of the Premises described in Item 2.a. and b. above that
is for Tenant’ s-exelusive use: approximately 165,000180,320 rentable square feet

d. Use of the Common Facilities (as hereinafter defined)

e Tenant’ s rights to the Parking Garage (as hereinafter defined);

3. TERM: Eight (8) years and one (1) month, plus any partial calendar month following the
Commencement Date if the Commencement Date does not occur on the first day of a
calendar month. Asused herein “Term” means the term of this L ease as the same may be
extended pursuant to the provisions of this Lease.

4, COMMENCEMENT DATE: Jdune 12014 [TO-BE CONFRMED-AND-

B e e , 2014, which is
the Effective D htermi ined in th tain First Am Plan for th
Adjustment of Debts of City of kton iforni modified (A 2014) for
No. 2012-32118 in the Unit Bankrupt rt, E n District of
iforni r to Division reflected in th tain Noti f Effective Date t
filed in connection th ith t to th hereof).

5. BASIC RENTAL.:

Fiscal Year Lo Fotal

EndingJdune30 @~ Payments = Payments
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KB B ko 100 1 160 101 1 10 1

ADDRESSES:

Landlord:

[Receiver]William J. Hoffman

$77.427
$77.528
$77.629
$104,001
$104,196
$104,303
$104.411
$124,932
$125,043
$142,153
$142,268

SECURITY DEPOSIT: $17/632209,314.78

Trigil

9339 Genesee Avenue
Suite 130

San Diego, CA 92121

with a copy to:

ASSURED GUARANTY
31 West 52" Street

New York, NY 10019
Attn: Terence L. Workman

CBRE | Asset Services

1776 W. March Lane, Suite 170

Stockton, CA 95207
Attn: Rick Goucher

SIDLEY AUSTIN LLP

555 West Fifth Street, Suite 4000

Los Angeles, CA 90013

Attn: Willam-BJeffrey E. EHisBjork

EAL-2893660v-742893660v.16

$ 929128
$ 930330
$ 931,551
$1,249,098
$1,250,355
$1,251,632
$1,252,927
$1,499,187

1 22
$1,705,842
$1,707,217

OPERATING EXPENSES: Included within Basic Monthly Rent.

Tenant:

THE CITY OF STOCKTON
425 N. El Dorado Street
Second Floor

Stockton, CA 95202

Attn: City Manager

with a copy to:

ORRICK, HERRINGTON &
SUTCLIFFE, LLP

The Orrick Building

405 Howard Street

San Francisco, CA 94105
Attn: John Knox
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9. PERMITTED USES: General office use, use as permit and service centers for Tenant’s
customers, operation of an information technology center, siting of the chambers of the
kton Cit ncil (the “Cit ncil™) in Suite 124, and all related uses thereto,

subject to existing zoning restrictions and the terms hereof, including, but not limited to,
those set forth in Article 7 (the “ Permitted Uses”).

10. PARKING: Aspart of Tenant’s consideration under this Lease, Tenant shall be entitled
to one hundred thirty (130) urreserved-parking spaces located in the Parking Garage
durlng the Term of thIS Lease (eeueenvely—the “Tenant’s Spaces’ )—, gf which one

@g mg ntg ning thg gggg of thg Piklng gﬂ@g @gggr the Prg@ Landlord reserves
the right to separately charge Tenant’s guests and visitors for parking; provided, however,

that Tenant’s visitors shall be permitted to use, at no additional charge, any of the
Tenant’s Spaces that are not being used by Tenant at the time such visitor wishes to park
at the Building, as determined by Landlord (or any agent or employee thereof) in its
reasonable discretion.

11. TYPE/NATURE OF TENANT'S BUSINESS: Government offices, permit and service

centers for Tenant customers, and technology center and the operation of services

consistent with or necessary to the operation thereof—, including the operation, facilitation
hosting of Cit ncil meetings within the Cit ncil Ch hereinaft

defined)

ARTICLE 1

TERM

11 Commencement Date. The Term shall commence on June-. 2014,

the “Commencement Date”.

1.2  Extension Options. Tenant shall have the option (each, an “Extension Option”) to
extend the term of the Lease for twefour consecutive twoone-year terms (each, an “Extension
Term”) upon prior written notice (“Tenant’s Election Notice”) to Landlord no later than ninety
(90) days prior to the expiration of the then current Term of the Lease; provided, however, that at
the time Tenant gives Tenant’s Election Notice to Landlord, and for the remainder of the then
existing Term of the Lease, thereis (i) no event of default by Tenant under the Lease and (ii)
Tenant has not entered into a Transfer as to the Premises that are subject to such extension,
whether or not consented to by Landlord. During eitherany such Extension Term, the provisions
of the Lease, asit may be amended in writing executed by each party to the Lease prior to the
date of the commencement of such Extension Term, shall continue in full force and effect, except
that Tenant shall accept the Premisesin their then “AS-IS’ condition, and there shall be no
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abatement of Rent, nor shall there be credit or allowance given to Tenant for improvements to the
Premises solely as the result of Tenant exercising either Extension Term. The Basic Monthly
Rent for each Extension Term shall be in the amount set forth in Item 5 of the Basic Lease
Provisons. Landlord and Tenant understand and agree that Tenant’s delivery of Tenant’s
Election Notice shall bind Tenant to the applicable Extension Term. 1n no event shall Tenant
have the right to exercise the-secondany Extension Option unlessit has properly exercised its-
firstthe applicable prior Extension Option.

ARTICLE 2ARHCLE2

RENT

21  Basc Monthly Rent. Tenant shall pay to Landlord, without prior notice or
demand, without offset or deduction, and in addition to all other amounts payable by Tenant
hereunder, annual rent, in equal monthly installments, in the amount set forth in Item 5 of the
Basic Lease Provisions (“Basic Monthly Rent”), provided that monthly Landlord shall provide an
invoice of any and all expenses (other than Basic Monthly Rent) that may be due and payable by
Tenant hereunder, including without limitation any interest on past due rent or Late Fees (defined
below), if any (the “Rent Expenses’). Notwithstanding the foregoing, in no event shall any failure
by Landlord to provide such an invoice excuse Tenant’s failure to pay Basic Monthly Rent as and
when due.

The Basic Monthly Rent and all other amounts payable hereunder shall be paid to
Landlord in advance on the first day of each month during the Term, without deduction, offset or
abatement, in lawful money of the United States of America at the office of Landlord in the
Building, or to such place as Landlord may designate in writing.

Basic Monthly Rent and any other Rent (as defined in Section 2.5) due under this
Lease for any period during the Term, which is for less than one (1) month, shall be a prorated
portion of the monthly amount due, based upon the actual number of daysin that particular
month.

Landlord shall have the right to accept all Rent and other payments, whether full or
partial, and to negotiate checks in payment thereof without any waiver of rights, irrespective of
any conditions to the contrary sought to be imposed by Tenant. Rent shall be deemed paid to
Landlord when received by Landlord, or its designee, at Landlord’s address, or at such other
address as Landlord shall have designated.

2.2 Interest on Past Due Rent. Basic Monthly Rent and any other Rent not paid when
due shall bear interest from the date due until the date paid at the Federal Reserve Board Discount
Rate, as of such due date, plus three percent (3%) per annum (“Interest Rate’). The payment of
such interest shall not excuse or cure any default or modify any obligations of Tenant under this
Lease. Notwithstanding the foregoing, the Interest Rate shall not accrue on Rent Expenses unless
any payment thereof is not received by Landlord within five (5) days of Tenant’s receipt of an
emalil therefor pursuant to Section 2.1.

2.3 LateFee. Tenant acknowledges that the late payment by Tenant to Landlord of
Rent will cause Landlord to incur costs not contemplated by this Lease, the exact amount of
which will be difficult to ascertain. Such costs may include, without limitation, administrative

5
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costs, processing and accounting charges, and late charges which may be imposed on Landlord.
Accordingly, if any installment of Rent shall not be received by Landlord within five (5) days after
the date that such amount is due and payable, then Tenant shall pay to Landlord, in addition to the
interest provided above in Section 2.2, a late fee in the amount of five percent (5%) of the amount
of such Rent (“Late Fee’). The parties agree that such Late Fee represents a fair and reasonable
estimate of the costs Landlord will incur by reason of the late payment by Tenant. Acceptance of
such Late Fee by Landlord shall not constitute a waiver of Tenant’s default with respect to such
overdue amount, nor prevent Landlord from exercising any of its rights or remedies hereunder.
Any such Late Fee shall be due and payable by Tenant within five (5) business days after delivery
of Landlord’' s written notice thereof to Tenant and, if not paid when due, shall be added to the
next installment of Basic Monthly Rent due and payable hereunder. The parties agree that it
would be impracticable and extremely difficult to fix Landlord’ s actual damages in such event.
The interest provided for in Section 2.2 and the Late Fee are separate and cumulative and are in
addition to and shall not diminish or represent a substitute for any or all of Landlord’ s rights or
remedies under any other provision of this Lease. If a Late Fee is payable hereunder, whether or
not collected, for any three (3) installments of Basic Monthly Rent during any twelve (12) month
period, then al further Basic Monthly Rent shall, at Landlord’ s sole option, automatically become
due and payable quarterly in advance, rather than monthly, notwithstanding any provision of this
Lease to the contrary. If any interest or late fees shall be due from Tenant hereunder, then upon
receipt of any funds from Tenant, Landlord shall credit and apply such funds first to such interest
or late fees, and then to any other monetary obligations of Tenant under this Lease, dl in
Landlord’ s sole and absolute discretion.

24  Security Deposit. Tenant deposited with Main Street Stockton the sum of
$111,668.20 (the “Prior Security Deposit”) as the security deposit under the terms of the Prior
Lease, which Prior Security Deposit has been delivered to Wells Fargo Bank, National
Association (the “Trustee”). Concurrently with Tenant’s execution of this Lease, (i) Landlord
shall obtain from Trustee the Prior Security Deposit, which Tenant agrees is hereby delivered to
Landlord as a partial Security Deposit under this Lease, and (ii) Tenant shall deliver to Landlord
the additional sum of $65,;963.8097,646.58 for the remainder of the Security Deposit, which
amount represents the difference between the amount of the Prior Security Deposit and the total
amount specified in Item 7 of the Basic Lease Provisions (“ Security Deposit”). The Security
Deposit shall be held by Landlord as security for the faithful performance by Tenant of all terms
covenants and conditions of this Lease by Tenant. Tenant agrees that Landlord may apply the
Security Deposit to remedy any failure by Tenant to repair or maintain the Premises, to perform
any other obligations hereunder, and for past due Rent and future Rent damages that Landlord
may recover under the Civil Code of California and any other Regulations now or hereafter in
effect. If Tenant has kept and performed all terms, covenants and conditions of this Lease during
the Term, Landlord shall, upon the expiration or termination hereof, promptly return any
unapplied portion of the Security Deposit to Tenant, or the last permitted assignee of Tenant’s
interest hereunder. Should Landlord use or apply any portion of the Security Deposit pursuant to
the foregoing, Tenant shall replenish the Security Deposit to the amount required under the Lease
within ten (10) business days after receipt of written notice from Landlord. Landlord shall not be
required to keep the Security Deposit separate from its general funds, and Tenant shall not be
entitled to interest on any Security Deposit. Tenant hereby waives any and all rights under and
benefits of Section 1950.7 of the Civil Code of California and any similar Regulation (defined
below) now or hereafter in effect.
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25 Rent. Asused herein, “Additional Rent” means al amounts required to be paid by
Tenant under this Lease other than Basic Monthly Rent, and “Rent” means, collectively, Basic
Monthly Rent and Additional Rent. Notwithstanding anything to the contrary contained herein,
al Rent to be paid by Tenant to Landlord shall be delivered to Landlord at the notice address for
CBRE set forth in Section 8 of the Basic Lease Provisions, until such time as Landlord may notify
Tenant, in accordance with the terms of Section 18.13 hereof, that Landlord wishes for Tenant to
deliver any and all Rent to another address.

ARTICLE 3
ENTENTHONALLY OMITTED]ISIGNAGE
3.1 T thttExterllln'n AIn T t continues t
py the enti e

nstruct ing the Buildin rai hrmlkltin' iz tth

“ row” sign | the Building’ nrth wh|h| nExh| |t“F”
Tenant’s Signs m hfthfllwmr irements
@ mply with all licable government
codes and ordinances;
(b) Comply with the provisions of this L ease;
©
(d) wwmwww
nr nably withh ndition r
(e mply with al instruments recor I unrecor inst the Proj
T t | not h right to maintain an “ row” sign on th t of
the Building other th ificall forth herei
32 T t's | nstallation of Signs. Installation of T
procedures and requirements of Article 6 below, ept to t o C
Article3. T t |, at its sol install T t's Sign h
incl t not limited, to the follows:
7
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consenta Landlord, Qlace, construct or mai ntaln an;g sgn, advertisement, awning, banner or
other decoration on or visible from, or otherwise use, the exterior of the Premises (including, but

not limited to, the outer surfaces of the exterior walls and doors of the Premises, the roof of the
Building, the Common Facmtles and the ubllc areas of the Pro ect in n t |

Landlord t Wit f installation thereof.

3.6 Building Directory Signage. L andlord will provide standard lettering identifyin

Tenant for the building directories as Landlord, in its sole discretion, may determine. Landlord
shall have the sole right to determine and change from time to time the type of such directory(ies)

and such sign and the contents thereof including, but not limited to, size of letters, style, color and
placement. Any changes to the directory signage shall be at Tenant’s expense.

3.7 Right nal t T t'sg right forth in this Articl
includin tntI|m|t to, T ri htt T 'n nal to The City of
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ARTICLE 4

SERVICES, FACILITIESAND MAINTENANCE

4.1 Landlord's Provision of Services.

@ Landlord shall furnish to the Premises heating, ventilation and air
conditioning (collectively, “HVAC”) (excluding HVAC services supplied in connection with
Tenant’s HVAC Chillers (as hereinafter defined)), telecommunications service, water for
reasonable and normal drinking, lavatory, and emergency sprinkler use and replacement light
bulbs and/or fluorescent tubes and ballasts for standard overhead fixtures for reasonable and
normal office and technology use as of the Commencement Date of this Lease. Landlord shall
furnish such services to the Premises between the hours of approximately 7:00 am. and 6:00
p.m., Mondays through Fridays, except those holidays designated yearly by Landlord.
Notwithstanding the foregoing, Landlord shall furnish to the Premises HVAC services, to the
extent required for Tenant’s HVAC Chillers (collectively, the “Chiller Services’), and electricity
twenty-four (24) hours per day, seven (7) days per week, and three hundred sixty-five (365) days
per year. All services described in this Section 4.1(a) shall be provided subject to Building-wide
shutdown for routine maintenance or due to force majeure (as defined in Section 18.5). Upon
Tenant’s written request, Landlord shall provide additional HVAC or any of the other utilities or
services referred to above (other than Chiller Services and electricity) at Tenant’s request to
Landlord. Tenant shall pay to Landlord an amount reasonably determined by Landlord from time
to time for such additional services (other than Chiller Services and electricity). Tenant shall keep
and cause to be kept closed all window coverings when necessary because of the sun’s position,
and Tenant also shall at all times cooperate fully with Landlord and abide by all the regulations
and requirements which Landlord may prescribe for the proper functioning and protection of the
HVAC system. Notwithstanding anything to the contrary contained herein, Tenant shall provide
any and all telecommunications cabling for the Premises necessary for Tenant to use the Premises
in accordance with the Permitted Uses set forth in Section 9 of the Basic Lease Provisions; in no
event, shall Landlord be responsible for providing such services to the Premises.

(b LandlerdTenant shall provide customary and routine cleaning and janitoria
servicefor-the Premisesprovided, at T t's sol without Rent

such portions gf the Premises are used excl usuvely as offices and for the Permitted | Uses and are )
kept reasonably in order by Tenant with reasonable wear and tear excepted:—sueh. All janitorial

services, whether provided by Landlord or Tenant shall be consistent with janitorial services
provided at comparable buildings in the Stockton, California area._Notwithstanding the first (1%)

9
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sentence of this subsection (b) to the contrary, if a Transfer (as hereinafter defined) is made in
accordance with Article V111 hereof, with respect to all or a portion of the Premises, within thirty
(30) days after such Transfer, the assuming or subletting party may elect, upon written notice to
Landlord, to cause Landlord to provide customary and routine cleaning and janitorial services for
so much of the Premises, inclusive of the Exclusive Premises, as has been assumed or sublet by
such party in accordance herewith.

(c) Landlord shall replace building standard lighting in the Premises, as
required, without charge to Tenant.

4.2  [Intentionally Omitted.]

4.3  Interruption of Standard Services. Landlord shall not be in default hereunder or
liable for any damages directly or indirectly resulting from the inadequacy, defect or failure in the
supply of any service described in Section 4.1 caused by (i) the installation or repair of any
equipment in connection with the furnishing of utilities or services, (ii) acts of God or the
elements, labor disturbances of any character, any other accidents or any other conditions beyond
the reasonable control of Landlord, or by the making of repairs or improvements to the Premises
or the Project, or (iii) the limitation, curtailment, rationing or restriction imposed by any
governmental agency or service or utility supplier on use of water or electricity, gas or any other
form of energy or any other service or utility whatsoever serving the Premises or the Project.
Furthermore, Landlord shall be entitled, without any obligation or compensation to Tenant, to
cooperate voluntarily in a reasonable manner with the efforts of national, state or local
governmental agencies or service or utility suppliersin reducing the consumption of energy or
other resources; if Landlord shall so cooperate, Tenant shall also reasonably cooperate therewith.
Notwithstanding the foregoing, after the tenth (10") consecutive day of a failure to supply any of
the services described in Section 4.1, to the extent within Landlord’ s reasonable control, Tenant
shall be entitled to an abatement of Basic Monthly Rent beginning from the first day of such
failure, until such time as such utilities are restored. 1f such utilities cannot be restored within
forty-five (45) days, to the extent within Landlord’s control, Tenant may terminate this Lease by
fifteen (15) days prior written notice to Landlord; provided, however, if Tenant does not elect to
terminate this Lease it shall be entitled to abate Basic Monthly Rental until such time as such
utilities are restored, commencing on the tenth (10™) consecutive day of such failure to supply
Services.

4.4  Common Facilities. The term “Common Facilities” as used in this Lease means all
areas and facilities within the exterior boundaries of the Project which are provided and
designated from time to time by Landlord for the general use and convenience of Tenant and
some or al other tenants of the Project and their respective employees, invitees or other visitors.
Tenant, its employees and invitees shall have the nonexclusive right to use the Common Facilities
along with others entitled to use same, subject to Landlord’s rights and duties as hereinafter set
forth and subject to the other provisions of this Lease. Without Tenant’s consent and without
liability to Tenant, and provided that Landlord uses reasonable efforts to minimize any resultant
interference with Tenant’s use of and access to the Premises, Landlord may do the following:

@ Establish and enforce reasonable rules and regulations concerning the
maintenance, management, use and operation of the Common Facilities;

10
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(b Close off any of the Common Facilities to whatever extent required in the
reasonable opinion of Landlord and its counsel to prevent a dedication of any of the Common
Facilities or the accrual of any rights by any person or the public to the Common Facilities;
provided, that in no event shall Tenant’s access to the Premises be completely or unreasonably
restricted;

(c) Close any of the Common Facilities for maintenance, repair, alteration or
improvement purposes;

(d) Select, appoint and/or contract with any person for the purpose of
operating and maintaining the Common Facilities; and

(e Change the size, use, shape or nature of any of the Common Facilities.

45  Parking. Tenant shall have the non-exclusive right, so long as this Lease remains
in full force and effect, and subject to applicable rules and regulations promulgated by Landlord
from time to time, to use the number of reserved and unreserved parking spaces specified in the
Basic Lease Provisions in the Parking Garage, upon such terms and conditions as may be
specmed in the Basuc Lease Provmons—but—mrnee;enpdanngthelepmemmeaseshaulenanp

» » Landlord shall
have certain rlghts and authorlty relatlng to the use and control of the Parking Garage, including,
without limitation, the right to rearrange or relocate the parking spaces and improvements in the
Parking Garage, to close al or any portion of the Parking Garage for the purpose of maintaining,
repairing, restoring, altering or improving same, and to do and perform such other actsin, to and
with respect to the Parking Garage at the sole discretion of Landlord; provided that, if Landlord
closes dl or any portion of the Parking Garage or relocates Tenant’s parking spaces, Landlord
will use reasonable efforts to provide to Tenant aternate parking arrangements within a
reasonable distance of the Parking Garage; provided, that such aternate parking arrangements
must be within the Project. Tenant may not sell, assign or transfer its parking rights under this
Lease, except pursuant to a Transfer (as defined in Section 8.1) consented to by Landlord or a
Permitted Transfer (as defined in Section 8.3); provided, however, that Tenant may rent any or all
of Tenant’s Spaces to any employees, consultants, advisors, vendors and subcontractors of
Tenant working in the Building. Tenant and itsinvitees, visitors and customers shall also have the
right to use in common with other tenants of the Building and their invitees, visitors and
customers and the general public any portions of the Parking Garage designated for public use,
subject to the rates, rules and regulations, and any other charges, fees and taxes to be collected by
Landlord, for such Parking Garage. Landlord reservesthe right to establish and alter, from time
to time, al such rates, rules and regulations. Tenant acknowledges that neither Landlord nor any
agent of Landlord has made any representation or warranty as to the suitability of the Parking
Garage or asto the availability of parking spaces in the Parking Garage for the conduct of
Tenant’ s business except as set forth in the Basic Lease Provisions and in this Lease.

PACES
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employees and/or contractors with a summary of the enforcement action proposed to be taken.
Landlord may, but is not required, to reasonably assist Tenant in the enforcement of itsright to
the Reserved Spaces if Tenant complies with the notice requirements contained in the immediately
preceding sentence, requests such assistance and provides L andlord with the information
necessary to permit Landlord or any employees or contractors that may be operating any Building
security system to provide such assistance.

4.6  Excess Utilities. Tenant shall not, without the prior written consent of Landlord,
use in the Premises any apparatus, device, machine or equipment using excess water; nor shall
Tenant connect any apparatus or device to sources of water except through existing water pipes
inthe Premises. If Tenant shall require excess water or any other resource (except for electricity
and bandwidth for telecommunications) in excess of that customarily supplied for use of similar
premises as general office space, service centers, and technology space, Tenant shall first request
the consent of Landlord and obtain, at Tenant’s sole cost and expense, any additional consent
required from governmental authorities. I1n the event that (i) Landlord givesits consent or (ii)
Landlord determines, in Landlord’ s sole judgment, that Tenant’s use of Premises has resulted in
Tenant consuming excess water or any other resource (except for electricity and bandwidth for
telecommunications) and, in either case any such additional governmental consent is obtained,
then Landlord may cause a separate metering device to be installed in the Premises so asto
measure the amount of the resource consumed within the Premises. The cost of any such separate
metering device including, but not limited to, the cost of installation, maintenance and repair
thereof shall be paid by Tenant. Tenant shall promptly pay the cost of all excess resources
consumed within the Premises, together with any additional administrative expense incurred by
Landlord in connection therewith. Notwithstanding anything to the contrary contained herein, in
no event shall Landlord be required to provide bandwith services to the Premises, and al such
services shall be provided by Tenant (or Tenant shall arrange for the provision of such services),
at Tenant’s sole cost and expense.

4.7  Payment as Additional Rent. Any sums payable under this Article 4 shall be
considered Additional Rent and may be added to any installment of Rent thereafter becoming due,
and Landlord shall have the same remedies for a default in payment of such sums as for a default
in the payment of any other Rent.

4.8 Landlord to Maintain. Subject to the provisions of Sections 6.3 and 4.9 and
Article 12, L andlord shall maintain in reasonably good order and condition the Common Facilities,
Parking Garage, the foundation and structural portions of the Building (including, without
limitation, the structural soundness of the roof (structure and membrane), foundations, the
exterior walls of the Building, and load bearing walls), and the Building systems providing the
services and utilities to be furnished by Landlord pursuant to Section 4.1 above (including,
without limitation, the Building HVAC, all wiring, plumbing, other conduits and utility lines and

pipes).

4.9  Tenant to Maintain. Notwithstanding anything to the contrary contained herein,
Tenant shall be required to maintain and, if necessary or desirable, repair, at its sole cost and
expense, with contractors approved by Landlord (which approval shall not be unreasonably
withheld, conditioned or delayed) each of the Tenant’s HVAC chillersinstalled by Tenant
(regardless of whether such chillers were installed prior or subsequent to the date hereof), which
are used solely for the purpose of cooling all or any part of the technology or communications
equipment on the Premises (collectively, the “Tenant’s HVAC Chillers’). In connection with

12
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Tenant’s maintenance or repair of the Tenant’s HVAC Chillers, Tenant shall be permitted access
to Tenant’s HVAC Chillers upon twenty-four (24) hours prior written notice to Landlord, and,
notwithstanding the foregoing, Landlord hereby agrees to use commercially reasonable efforts to
provide Tenant same-day access to Tenant’s HVAC Chillers for the purpose of maintaining or
repairing same, if Tenant’s request for such access is received by Landlord between the hours of
approximately 7:00 am. and 6:00 p.m., Monday through Friday, excluding Landlord designated
holidays; provided, however, that in the event of an emergency, access will be provided at other
times as soon as practicable at Tenant’s cost.

4.10 ;ylglng g;; ty; @&ﬁ;; ty. Tenant shall (g gg ggggthlrg Qix to)

rity does not interfere with lv burden, th ior of any Building securit
ii), to th tent h t|n Prlm rit r rtion th f||nthfrmf

rden o interfere with any oth pancy of the Buildin

ARTICLES

ACCEPTANCE OF PREMISES

Tenant acknowledges that neither Landlord nor any agent of Landlord has made
any representations or warranties with respect to the suitability or fitness of the Premises for the
conduct of Tenant’s business or for any other purpose. The taking of possession or use of the
Premises by Tenant shall conclusively establish that the Premises and the Building were at such
time ready for occupancy and in conformity with the provisions of this Lease in all respects.
Nothing contained in this Article shall affect the commencement of the Term or the obligation of
Tenant to pay any Rent due under this Lease.

13
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ARTICLEG6

ALTERATIONS AND REPAIRS

6 1 Alteratlons—, |nItI;\| Imgrgvgi S. g;g@t to gtlgn 6.4, Ti@ gg\l be

Tenant shall not, without the pric prlor written consent of Landlord, make any alteratlons
improvements or additions to the Premises or the Project or any part thereof. All alterations,
improvements or additions, made to the Premises shall become Landlord’s property and remain
upon the Premises at the termination or expiration of the Lease (excepting only Tenant’s
moveable office furniture, technology equipment (including, without limitation, the Tenant’s
HVAC Chillers, subject to Section 16.1), trade fixtures and office and professional equipment);
provided, however, that Landlord shall have the right to require Tenant to remove such
alterations, improvements or additions made by Tenant after the date of thisLease at Tenant’s
cost upon the termination or expiration of this Lease, and the repair of any damage caused to the
Premises, the Building or any other portion of the Project as aresult of any such removal shal be
paid for by Tenant. All aterations, improvements and additions shall be made in compliance with
all applicable Regulations (defined below) and in a good and first-class workmanlike manner using
new materials, which shall be at least equal in quality to the original installations. Any contractor
selected to make such dterations, additions or improvements must (a) be bondable and licensed in
the State of California; (b) be approved in advance, in writing, by Landlord; and (c) provide
insurance coverage acceptable to Landlord naming Landlord, Landlord’ s asset manager, and
Landlord’ s property manager as additional named insureds. AtExcept with respect to the Initial
|mprovements, at Landlord’s option, any aterations, additions or improvements desired by
Tenant shall be made by Landlord (or its contractors) for Tenant’s account, and Tenant shall pay
the cost thereof to Landlord prior to Landlord’s contracting for such work; provided, however,
that the bid obtained by Landlord shall not exceed the lowest bona fide bid, from a contractor
reasonably satisfactory to Landlord, theretofore obtained by Tenant and communicated in writing
to Landlord. Upon completion of any alterations, additions or improvements, Tenant shall furnish
to Landlord a set of “as built” plans and specifications therefor, in both electronic (CAD) and
print formats, and, within ten (10) days after such completion, Tenant shall cause an appropriate
notice of completion to be recorded in the Official Records of San Joaquin County, California.
Upon request, Landlord will advise Tenant of Landlord’ s approved contractor(s). After the date
of execution of this Lease, if Tenant makes any aterations or improvements to the Premises,
Tenant shall pay a construction administration fee, if any, owed to Landlord’s property manager
pursuant to the then existing management agreement between Landlord and Landlord’ s property
manager. Notwithstanding the foregoing, Landlord’s prior consent shall not be required for any
alterationsthat (i) are reasonably estimated to cost less than Ten Thousand Dollars ($10,000); (ii)
are not visible from outside the Premises; (iii) do not affect the structural portions of the
Buildings; and (iv) comply with all Regulations.

6.2  Indemnity. Tenant indemnifies, defends, protects and holds Landlord and the other
Landlord Parties (as defined in Section 9.1) harmless from all costs, damages, liens for labor,

14
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services and materials relating to work performed by Tenant or its agents, whether prior to or
following the Commencement Date, and shall defend and hold Landlord and the other Landlord
Parties harmless from al costs, damages, liens and expenses (including attorney’s fees and court
costs) related thereto.

6.3  Tenant. Except as set forth in Section 4.8 and Article 12 below, Tenant shall, at
all times during the Term and, at Tenant’s sole cost and expense, keep the Premises and every
part thereof in good order, condition and repair, reasonable wear and tear excepted. All repairs
performed by Tenant shall be of quality or class at least equal to the original mode of construction
of the Building. Tenant hereby waives any and all rights under and benefits of subsection 1 of
Section 1932, and Sections 1941 and 1942, of the Civil Code of Californiaand any similar
Regulation (defined below) now or hereafter in effect. It is hereby understood and agreed that
Landlord has no obligation to alter, remodel, improve, repair, decorate or paint the Premises or
any part thereof, except as specified in Section 4.8 and Article 12 below, and that no

representations relating to the condition of the Premises or any portion of the Project, including,
but not limited to the Building, have been made by Landlord (or any employee or agent thereof)
to Tenant, except as may be expressly set forth in this Lease. If, at any time, Tenant failsto make
any repair required to the Premises, then Landlord shall have the right, if it so elects, to make such
repair and to immediately charge the costs of the same, together with afive percent (5%)
overhead and administrative cost, to Tenant as Additional Rent.

from the City of St kt N v in th first floor form i e (the “ Demoliti n

Permit”) no | th the Effective D | r [ then h

ter th nwh| hth D I|t| n Permit | | I r within whi ht

t iver the first floor form i in | condition prior to March 5, 2015. 4

6.5 Liens. Tenant shall keep the Project free from any liens arising out of any work
performed, material furnished or obligations incurred by Tenant. In the event that Tenant shall
not, within ten (10) days following the imposition of any such lien, cause the same to be released
of record by payment or posting of a proper bond or other security reasonably acceptable to
Landlord, Landlord shall have, in addition to all other remedies provided herein and at law or in
equity, the right, but no obligation, to cause same to be released by such means asit shall deem
proper including, but not limited to, payment (from the Security Deposit or otherwise) of the
claim giving rise to such lien. All such sums paid by Landlord and all expensesincurred by it in
connection therewith shall be considered Additional Rent and shall be payable to it by Tenant on
demand with interest at the Interest Rate (as defined in Section 2.2). Landlord may require, at
Landlord’ s sole option, that Tenant cause to be provided to Landlord, at Tenant’s sole cost and
expense, a performance and labor and materials payment bond acceptable to Landlord with
respect to any improvements, additions or alterations to the Premises. Landlord shall have the
right at all timesto post and keep posted on the Premises any notices permitted or required by
applicable Regulation (defined below), or which Landlord shall deem proper, for the protection of
Landlord, the Project and any other party having an interest therein from mechanics and
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materialmen’s liens, and Tenant shall give Landlord at least five (5) business days' prior written
notice of commencement of any work on the Premises.

ARTICLE 7

PREMISES

71 [Intentionally Omitted].

7.2 Permitted Use. Tenant shall use and occupy the Premises only for the Permitted
Uses set forth in the Basic Lease Provisions:_and in accordance with the terms of this Section 7.2.

@ T t | mitted t | or part fth Pr
i ervice cente s ' s
| ion of the Cit n|Ih thenT t must | th it n|Ih I within
th rtion of the Pr mm nly known it 124 in such the “ ncil

h "): provi th T ri htt | th n|I h Within |t 124 i

(b) If th | the Cit ncil Ch W|th|n |t 124

iliti n the first floor fth Buildin I
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(©) tW|th ing the for if tlm r from time to tim
Meeti . L , e —

within rt| n of the Building | th rtion of the B |I in » tf r the fir
floor of the Premises.

(d) If an Event fD It by T t thl tion 7.2, th

nfirmati nfr m Landlord that T n in m|tt t it 124 th

ncil Ch in r withth t h f. Notwith ing the foregoin if

Event of D ltby T t nder thi tin72mrth two (2) tim

7.3 Conduct of Business.

@ Tenant shall not do or permit anything to be done in or about the Project
which will, in any way, obstruct or interfere with the rights of other tenants or occupants of the
Building, or injure or annoy them, or alow the Premises or the Project to be used for any
improper, immoral, unlawful or objectionable purpose, nor shall Tenant cause, maintain, or permit
any nuisance or waste in, on, or about the Project.

(b Tenant shall not use the Premises or permit anything to be done in or about
the Premises or the Project which shall: (i) conflict with any law, statute, ordinance, or
governmental rule or regulation now in force or that may hereafter be enacted or promulgated
(including without limitation the Americans with Disabilities Act, as the same may be amended
from time to time), the requirements of the Certificate of Occupancy for the Building or with the
requirements of any covenant, condition or restriction affecting the Project (collectively,
“Regulations,” and individually, a“Regulation”); or (ii) except asaresult of a Permitted Use,
increase the rate for any fire insurance in effect for the Building or cause a cancellation of such
insurance or otherwise negatively affect said insurance in any manner. Tenant shall, at its sole
cost and expense, promptly comply with all Regulations in force or which may hereafter be in
force, and with the requirements of any fire insurance underwriters or other similar body affecting
the use and occupancy of the Premises; provided, that in no event shall Tenant be required to
make any (x) structural improvements or capital expenditures, including, but not limited to,
capital improvements, capital repairs, capital equipment, and capital tools, or (y) rental payments
or other related expenses incurred in connection with leasing equipment ordinarily considered to
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be of capital nature to the Premises; provided, however, that the foregoing provision shal be
subject in all respects to any and all indemnification obligations of Tenant set forth herein.

74 | : [ntentionally Omitted)].

7.5 #6-Load and Equipment Limits. Tenant shall not place aload upon any floor of

the Premises which exceeds the load per square foot which such floor was designed to carry, as
determined by Landlord or Landlord’ s structural engineer, but in no event greater than that
alowed under the current applicable building code. The cost of any such determination made by
Landlord’s structural engineer shall be paid for by Tenant upon demand. Tenant shall not install
business machines or mechanical equipment which cause noise or vibration to such a degree asto
be objectionable to Landlord or other Building tenants. Notwithstanding the foregoing, Tenant
represents and warrants that Tenant has been in possession of the Premises prior to the execution
of this Lease, and any and all improvements existing at the Premises, and equipment located at the
Premises, is permitted and not in violation of thisLease. Additionally, as of the Commencement
Date and for the duration of this Lease, any action taken by Tenant to maintain, supplement,
improve or replace such improvements or equipment, as permitted under this Lease, will not be
deemed to violate this Section 7.6.

7.6  Z#Notice. Tenant shall give Landlord prompt notice of any damage to or
defective condition in any part or appurtenance of the Building’s mechanical, electrical, plumbing,
HVAC or other systems serving, located in, or passing through the Premises.

7.7  #8-Personal Property Taxes. Tenant shall pay before delinquency al taxes,
assessments, license fees, and other charges that are levied and assessed against Tenant’ s trade
fixtures and other personal property installed or located in or on the Premises, and that become
payable during the Term (the “Personal Property Taxes’). On demand by Landlord, Tenant shall
furnish Landlord with satisfactory evidence of these payments. |If any taxes on Tenant’s persond
property are levied against Landlord or Landlord’s property, or if the assessed value of the
Building and other improvements in which the Premises are located is increased by the inclusion
of avalue placed on Tenant’s personal property or leasehold improvements, as determined by
Landlord, and if Landlord pays the taxes on any of these items or the taxes based on the increased
assessment of these items, Tenant, on demand, shall immediately reimburse Landlord for the sum
of the taxes levied against Landlord, or the proportion of the taxes resulting from the increase in
Landlord’'s assessment. Landlord shall have the right to pay (and Tenant shall have the obligation
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to reimburse Landlord for) any and all Personal Property Taxes regardless of the validity of the
levy.

7.8 79 Red Edgtate Taxes. To the extent Real Estate Taxes (as hereinafter defined)
are levied or assessed against the Project, Landlord shall pay before delinquency all such Real
Estate Taxes; provided, however that Landlord shall have the right to undertake an action or
proceeding against the applicable collecting authority seeking an abatement of Real Estate Taxes
or areduction in the valuation of the Project (or any portion thereof) and/or contest the
applicability of any Real Estate Taxes. In any instance where any such permitted action or
proceeding is being undertaken by Landlord, Tenant shall cooperate reasonably with Landlord,
and execute any and all documents reasonably required in connection therewith. Landlord shall
be entitled to any refund of Real Estate Taxes received by Tenant or Landlord, whether or not
such refund was a result of actions or proceedings instituted by Landlord. As used herein the
term “Real Estate Taxes’ means any form of assessment, levy, charge, tax, or imposition imposed
by any authority having the direct power to tax, including any city, county, state or federa
government, or any school, agricultural, lighting, drainage or other improvement or special
assessment district thereof, or any other governmental charge, general and special, ordinary and
extraordinary, foreseen and unforeseen, which may be assessed against any legal or equitable
interest of Landlord in the Project, but specifically excluding any and all Personal Property Taxes.

7.9  F10-Possessory Tax. Notwithstanding anything to the contrary contained herein,
Tenant shall pay, before delinquency, all possessory interest or use taxes, assessments, or fees
levied or assessed upon the Premises, or any portion thereof.

ARTICLE 8

ASSIGNMENT AND SUBLETTING

8.1  Transfer. Tenant shall not cause or permit any of the following without the prior
written consent of Landlord, which consent shall not be unreasonably withheld, conditioned or
delayed (any of the following, a“Transfer”): (@) assign, mortgage, pledge, encumber or otherwise
transfer, voluntarily, by operation of law, or otherwise, any interest in this Lease, the term or
estate hereby granted, or any interest hereunder; (b) permit the Premises or any part thereof to be
utilized by anyone other than Tenant (whether as concessionaire, franchisee, licensee, permittee or
otherwise); or (c) except as hereinafter provided, sublet or offer or advertise for subletting the
Premises or any part thereof. Tenant shall not permit any transferee to further assign, sublease,
hypothecate, encumber or otherwise transfer any such interest, without obtaining Landlord’s prior
written consent. In determining whether to grant consent to a Transfer, Landlord may consider
various factors including, without limitation, the following: (w) business criteria relating to the
proposed transferee’ s background, experience, reputation, general operating ability and ability to
perform Lease obligations, and potential for succeeding in its business, (x) financial criteria
relating to the proposed transferee’ s financial responsibility, credit rating and capitalization, (y)
the identity and personal characteristics of the proposed transferee and its invitees and guests, and
(2) the nature of the proposed use and business of the proposed transferee and its effect on the
tenant mix of the Building. Without limiting the generality of the foregoing, Landlord hereby
reserves the right to reasonably condition consent to any Transfer upon Landlord’ s determination
that (i) the proposed transferee is at least as financialy and morally responsible as Tenant thenis,
or was upon the execution hereof, whichever is greater, and (ii) the proposed transferee shall use
the Premises in compliance with all applicable Regulations. Notwithstanding any provision in this

19

EAL-2893660v-742893660v.16




Case 12-32118 Filed 01/07/15 Doc 1845

Lease to the contrary, but subject to Landlord’s agreement not to unreasonably withhold consent
as set forth in the first sentence of this Section 8.1, Tenant shall not enter into any proposed
Transfer (1) with a prospective tenant that is negotiating directly with Landlord to lease spacein
the Building, (2) at atime when Landlord is offering space for lease in the Building of similar size
and for asimilar term as that space being offered by Tenant for sublease or assignment within the
Building, or (3) that would result in (A) detraction from the first-class character or image of the
Building or diminution in the value thereof, (B) the Premises being occupied by more than one (1)
tenant, or (C) a breach by Landlord of any then-existing exclusive right in favor of any other
tenant of the Building, any loan obligation or agreement, any covenants, conditions and
restrictions of record, or any insurance policy. Any Transfer entered into without Landlord’s
consent, shall be voidable and, at Landlord’s election, shall constitute a default under this Lease.
All Transfers are subject to Section 11.1.

8.2  Notice and Procedure. If a any time or from time to time during the Term,
Tenant desiresto enter into a Transfer, then at least thirty (30) days, but not more than one
hundred twenty (120) days, prior to the date when Tenant desires the Transfer to be effective (the
“Transfer Date”’), Tenant shall give Landlord a notice (the “Notice”) which shall set forth the
name, address and business of the proposed assignee or sublessee, information concerning the
character of the proposed assignee or sublessee (including financial statements, business, credit
and personal references and history), a detailed description of the space proposed to be assigned
or sublet, which must be a single, self-contained unit (the “Space”), any rights of the proposed
assignee or sublessee to use Tenant’ s improvements, the intended Transfer Date, and the fixed
rent and/or other consideration and all other material terms and conditions of the proposed
Transfer, al in such detail as Landlord may reasonably require. If Landlord reasonably requests
reasonable additional detail, the Notice shall not be deemed to have been received until Landlord
receives such reasonably requested reasonable additional detail. Landlord shall have the option,
exercisable by giving notice to Tenant at any time within thirty (30) days after Landlord’s receipt
of the Notice (the “Option Period”) (a) in the case of an assignment or sublease, to terminate this
Lease as to the Space as of the Transfer Date, in which event Tenant shall be relieved of all
further obligations hereunder as to the Space; or (b) in the case of a sublease, to sublease the
Space from Tenant upon the terms and conditions set forth in the Notice, except that the rent shall
be the lower of the per square foot Rent described in Articles 2 and 3 payable under this Lease for
the Space, or that part of the rent and other consideration set forth in the Notice which is
applicable to the Space. If Landlord exercisesits option to sublet the Space, then Tenant shall
sublet the Space to Landlord upon the terms and conditions set forth in clause (b) above;
provided: (i) Landlord shall at all times under such sublease have the right and option further to
sublet the Space without obtaining Tenant’s consent or sharing any of the economic consideration
received by Landlord; (ii) the provisions of Section 7.2 shall not be applicable thereto; (iii)
Landlord and its subtenants shall have the right to use in common with Tenant all lavatories,
corridors and lobbies which are within the Premises and the use of which is reasonably required
for the use of the Space; (iv) Tenant shall have no right of set-off or abatement or any other right
to assert a default hereunder by reason of any default by Landlord under such sublease; and (v)
Landlord’ s liability under such sublease shall not be deemed assumed or taken subject to by any
successor to Landlord’s interest under this Lease. Should Landlord fail to exercise either option
within the Option Period, such failure shall not constitute Landlord’ s consent to the Transfer.
Notwithstanding anything herein to the contrary, the foregoing Landlord recapture right shall not
apply to any proposed sublease of a portion of the Premises for aterm of one (1) year or less. If
Landlord elects not to exercise either option, then Tenant shall be free to enter into the Transfer
subject to the following conditions:
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@ The Transfer shall be on the same terms set forth in the Notice given to
Landlord;

(b No Transfer shall be valid and no assignee or sublessee shall take
possession of the Space until Landlord has consented in writing to the Transfer and an executed
counterpart of the assignment or sublease has been delivered to Landlord,;

(c) In no event shall any assignee or sublessee (with the exception of Landlord
should Landlord elect to sublet the Space pursuant to subsection (b) above) have aright to further
assign or sublet the Space;

(d) The Transfer shall not result in more than two portions of the Premises
being sublet at any one time during the Term by more than two different sublessees,

(e If the Lease shall be assigned, or the Premises shall be sublet, Landlord
may collect Rent directly from any such assignee or sublessee, as the case may be, in the event of
default by Tenant; and

H Fifty percent (50%) of any sums or other economic consideration received
by Tenant as aresult of any Transfer, whether denominated rent or otherwise, which exceed, in
the aggregate, the total sums which Tenant is obligated to pay Landlord under this Lease
(prorated as to any sublease to reflect obligations alocable to that portion of the Premises subject
to such sublease) shall be payable to Landlord as Additional Rent under this Lease, without
affecting or reducing any other obligation of Tenant hereunder. Amounts payable under this
Section by Tenant to Landlord shall be based on figures net of any costs incurred by Tenant in
connection with the transaction in question. The provisions of this Section shall apply regardless
of whether the Transfer is made in compliance with the provisions of this Lease. Any payments
made to Landlord pursuant to this Section shall not cure any default under this Lease arising from
any Transfer. Tenant shall not artificially structure any Transfer in order to reduce the amount
payable to Landlord under this Section, nor shall Tenant take any other steps for the purpose of
circumventing its obligation to pay amounts to Landlord under this Section; in the event that
Tenant does same, Tenant shall be in default of this Lease and the amount payable to Landlord
under this Section shall be the amount that would have been payable to Landlord had same not
occurred plus a late fee on such amount (as described in Section 2.3). Tenant shall deliver to
Landlord a statement within thirty (30) days after the end of each calendar year in which any part
of the Term occurs specifying as to such calendar year, and within thirty (30) days after the
expiration or earlier termination of the Term, specifying with respect to the elapsed portion of the
calendar year in which such expiration or termination occurs, each Transfer in effect during the
period covered by such statement and the date of its execution and delivery, the number of square
feet of the rentable area demised thereby, and the term thereof; and a computation in reasonable
detail showing: (i) the amounts (if any) paid and payable by Tenant to Landlord pursuant to this
Article 8 with respect to any Transfer for the period covered by such statement, and (ii) the
amounts (if any) paid and payable by Tenant to Landlord pursuant to this Article 8 with respect to
any payments received from a sublessee or assignee during such period but which relate to an
earlier period.

8.3  Permitted Transfer. Notwithstanding anything to the contrary contained herein,
Tenant shall have the right, without obtaining Landlord’s prior written consent, but subject to the
terms hereof, to do any of the following (each, a*“Permitted Transfer”) (i) transfer to a Permitted
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Transferee any interest in this Lease, the term or estate hereby granted, or any interest hereunder
or (ii) sublet the Premises or any part thereof to a Permitted Transferee. For the purposes hereof,
a“Permitted Transferee” means an entity that (a) controls, is controlled by, or is under common
control with Tenant, (b) results from the transfer of all or substantialy all of Tenant’s assets or
stock, or (c) results from the merger or consolidation of Tenant with another entity. If Tenant
desires to enter into a Permitted Transfer, Tenant shall, as a condition to the effectiveness of such
Permitted Transfer hereunder, at least thirty (30) days prior to the date when Tenant desires the
Permitted Transfer to be effective, provide Landlord with written notice of such Permitted
Transfer, together with detailed evidence of the financial condition of the Permitted Transferee,
the proposed form of sublease or assignment and such other information as Landlord, in the
exercise of its business judgment, shall request. As used in this Section, “control” means
ownership of voting securities sufficient to elect a mgjority of the board of directors of a
corporation, or analogous ownership interests of non-corporate entities.

8.4  Continuing Liability of Tenant. Regardless of Landlord’s consent to a Transfer or
Tenant entering into a Permitted Transfer, no subletting, assignment or other transfer shal release
Tenant’s obligation or alter the primary liability of Tenant to pay Rent and to perform all other
obligations to be performed by Tenant hereunder. The acceptance of Rent by Landlord from any
other person shall not be deemed to be awaiver by Landlord of any provision hereof. Consent to
one Transfer shall not be deemed consent to any subsequent Transfer. If any assignee of Tenant
or any successor of Tenant defaults in the performance of any of the terms hereof, Landlord may
proceed directly against Tenant without the necessity of exhausting remedies against such
assignee or successor. In no event shall Landlord’s enforcement of any provision of this Lease
against any assignee be deemed awaiver of Landlord’ sright to enforce any term of this Lease
against Tenant or any other person. Landlord may consent to subsequent Transfers or
amendments or modifications to this Lease with assignees of Tenant, without notifying Tenant,
any successor of Tenant, or any guarantor under this Lease, and without obtaining its or their
consent thereto, and such action shall not relieve Tenant of its liability under this Lease.

8.5  Bankruptcy Case. Tenant filed a petition for chapter 9 relief on June 28, 2012,
which case is pending in the United States Bankruptcy Court for the Eastern District of California
(the “Bankruptcy Court”) under Case No. 12-32118 (the “Bankruptcy Case”). Tenant hereby
represents and warrants that it has received any Bankruptcy Court approval legally required to
enter into this Lease and to honor all of its obligations hereunder.

8.6  Subsequent Bankruptcy Case. In the event that the Bankruptcy Case is dismissed,
and Tenant subsequently files another petition for chapter 9 relief (initiating the “ Subsequent
Bankruptcy Case”’) and an order for relief is entered in the Subsequent Bankruptcy Case, Section
365 of the Bankruptcy Code shall apply to the Lease. In addition to the requirements of Section
365 of the Bankruptcy Code, if Tenant proposes to assume and assign this Lease pursuant to
Section 365 to any person or entity who has made or accepted a bona fide offer to accept an
assignment of the Lease on terms acceptable to Tenant, then notice of the proposed assignment
setting forth (&) the name and address of the proposed assignee, (b) all of the terms and conditions
of the offer and proposed assignment, and (c) the adequate assurance to be furnished by the
proposed assignee of its future performance under the Lease, shall be given to Landlord by
Tenant no later than twenty (20) days after Tenant has made or received such offer, but in no
event later than ten (10) days prior to the date on which Tenant appliesto a court of competent
jurisdiction for authority and approval to enter into the proposed assignment. Landlord shall have
the prior right and option, to be exercised by notice to Tenant given at any time prior to the date
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on which the court order authorizing such assignment becomes final and non-appealable, to
receive an assignment of this Lease upon the same terms and conditions, and for the same
consideration, if any, asthe proposed assignee, less any brokerage commissions which may
otherwise be payable out of the consideration to be paid by the proposed assignee for the
assignment of this Lease. If this Lease is assigned in a Subsequent Bankruptcy Case pursuant to
the provisions of the Bankruptcy Code, Landlord (i) may require from the assignee a deposit or
other security for the performance of its obligations under this Lease in an amount substantially
the same as would have been required by Landlord upon the initial leasing to atenant similar to
the assignee; and (ii) shall receive, as Additional Rent, the sums and economic consideration
described in this Article 8. Any person or entity to which this Lease is assigned, pursuant to
Section 365 of the Bankruptcy Code, shall be deemed, without further act or documentation, to
have assumed all of the Tenant’s obligations arising under this Lease on and after the date of such
assignment. Any such assignee shall, upon demand, execute and deliver to Landlord an
instrument confirming such assumption. No provision of this Lease shall be deemed a waiver of
Landlord’ s rights or remedies under the Bankruptcy Code to oppose any assumption and/or
assignment of this Lease, to require a timely performance of Tenant’s obligations under this
Lease, or to regain possession of the Premises if this Lease has neither been assumed nor rejected
within sixty (60) days after the date of the order for relief or within such additional time as a court
of competent jurisdiction may have fixed. Notwithstanding anything in this Lease to the contrary,
al amounts payable by Tenant to or on behalf of Landlord under this Lease, whether or not
expressly denominated as Rent, shall constitute rent for the purposes of Section 502(b)(6) of the
Bankruptcy Code.

8.7  Feesto Landlord. Tenant shall pay to Landlord afee of $1,000 plus Landlord’s
costs and expenses (including, but not limited to, reasonable attorneys’, accountants', architects,
engineers and consultants' feesin an amount not to exceed $2,000) incurred in connection with
the processing and documentation of any Transfer (whether or not the Transfer is approved by
Landlord or actually occurs) or any Permitted Transfer.

ARTICLE9

LIABILITY AND INDEMNIFICATION

9.1 Tenant’s Waiver of Claims and Indemnity. Tenant, to the extent permitted by
applicable Regulation, waives al claims for loss, theft or damage to property and for injuriesto
persons, including death, in, upon or about the Premises or the Project, from any cause
whatsoever except loss, damage or injury caused by the gross negligence or willful misconduct of
Landlord and, without limiting the generality of the foregoing, whether caused by water leakage
of any character from the roof, walls, basement or any other portion of the Premises or the
Project, or by gas, fire, oil or electricity, or by any interruption of utilities or services, or by any
tenant, occupant or other person, or by any other cause whatsoever in, on or about the Premises
or the Project. Notwithstanding any contrary provision in this Lease, neither Landlord, nor its
members, officers, agents, managers, contractors, servants, employees or invitees (collectively,
with Landlord, the “Landlord Parties’) shall in any event be liable for consequential damages
hereunder. Tenant indemnifies, defends, protects and holds Landlord and the other Landlord
Parties harmless from and against any loss, liahility, claim, damage or expense (including
attorneys fees and court costs) arising out of or resulting from Tenant’s use or occupancy of the
Premises, the Building, the Common Facilities or any other area within the Project_(including, but
not limited to, any additional expense that may be incurred by Landlord in connection with
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Tenant’s use of Suite 124 as the City Council Chambers, which expense Landlord would not
otherwise have mcurred |f Suite 124 was u%d solel;g for general offlce QUI’QOSGS between the

resulting from, any act or omission of an;g @ent, employee or third-party contractor of Tenant,
whether prior to, or following, the Lease Commencement Date, other than that caused by the

gross negligence or willful misconduct of Landlord, its partners, agents, servants or employees. |If
any action or proceeding is brought against Landlord or any other Landlord Party by reason of
any such matter, Tenant shall, upon Landlord’ s request, defend same at Tenant’s expense by
counsel selected by Tenant that is reasonably satisfactory to Landlord. The provisions of this
Section 9.1 shall survive the expiration or termination of this Lease.

9.2  Negligence of Third Parties. Neither Landlord nor any other Landlord Party shall
be liable to Tenant for any damage by or from any act of negligence of any tenant or other
occupant of the Project, except as set forth in Section 9.3. Tenant agrees to pay for all damage to
the Premises or the Project, as well as all damage to tenants or occupants thereof caused by
Tenant’s misuse, overuse, overloading or neglect of the Premises or the Project, the apparatus,
improvements or appurtenances thereof, or caused by any licensee, contractor, agent, guest,
invitee or employee of Tenant.

9.3  Landlord Indemnity. Landlord shall indemnify, protect, defend and hold harmless
Tenant and its agents, from and against any and all claims, liabilities, losses, costs, damages,
injuries or expenses, including reasonable attorneys' fees, arising out of or relating to gross
negligence or willful misconduct of Landlord or Landlord’ s agents, employees or invitees.

ARTICLE 10

INSURANCE

10.1 Insuranceto be Carried by Tenant. Tenant shall during the Term, at its sole cost
and expense, obtain and maintain the following types of insurance:

@ A policy or policies of property insurance in the name of Tenant covering
Tenant’s leasehold improvements and any property of Tenant located on, or used in connection
with, the Premises, including, but not limited to, furniture, additions and fixtures, and providing
protection against all perils included within the classification of fire, extended coverage,
vandalism, malicious mischief, theft, terrorism, specia extended peril (all risk) and sprinkler
leakage, in an amount equal to at least one hundred percent (100%) of the replacement cost
thereof from time to time (including, without limitation, cost of debris removal), with an agreed
amount endorsement, and providing protection against loss of income and extra expense;

(b Commercia general liability insurance with a combined single limit of Two
Million Dollars ($2,000,000) per occurrence in the name of Tenant (naming Landlord as an
additional insured thereunder, and, if requested by Landlord, naming any manager of any of the
Premises or the Project, and any mortgagee, trust deed holder, ground lessor or secured party
with an interest in this Lease, or any portion of the Project, as additional insureds thereunder);
such policy shall specifically include, without limitation, persona injury, broad form property
damage, and contractual liability coverage, the last of which shall cover the insuring provisions of
this Lease and the performance by Tenant of the indemnity agreementsin Article 9 above; such
policy shall contain cross-liability endorsements and shall provide coverage on an occurrence
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basis; the amount of such insurance required hereunder shall be subject to adjustment from time to
time as reasonably requested by Landlord,;

(©) Worker’s Compensation insurance coverage as required by applicable
Regulation, together with employer’ s liability insurance coverage,

(d) Business I nterruption insurance in such amounts as will reimburse Tenant
for direct or indirect loss of earnings attributable to al perils commonly insured against by prudent
tenants (in the reasonable judgment of Landlord or itslenders (“Landlord’s Lenders’) or
attributable to prevention of access to the Premises or to the Building as a result of such perils;
and

(e Any other form or forms of insurance as Landlord or Landlord’s Lenders
may reasonably require from time to time in form, in amounts and for insurance risks against
which a prudent tenant would protect itself (in the reasonable judgment of Landlord or Landlord’s
Lenders) , provided that if Tenant elects to insure under a Joint Powers Agreement as permitted
by this Section 10.1 such other forms of insurance as may become required pursuant to this
Section 10.1(e) shall only be required if provided for under the Joint Powers Agreement.

Each policy evidencing insurance required to be carried by Tenant pursuant to this Article
shall contain a provision showing Landlord, Landlord's Lenders and Landlord’ s property
manager, and any other partiesin interest as designated by Landlord, as additional named
insureds.

Notwithstanding anything in this Article 10 to the contrary, at the inception of this Lease
and for the duration of this Lease if so elected by Tenant, Tenant shall be permitted to maintain, in
lieu of any insurance required hereunder, self-insurance or other insurance coverage programs
including without limitation an insurance pooling arrangement or Joint Powers Agreement;
provided, however, that (a) Tenant shall be required to maintain commercial general liability
insurance as required under Sections 10.1(b) and 10.2 in the amount of any self-insured retention
or deductible provided for under the Joint Powers Agreement; and (b) the right to self-insure shall
not be granted to any assignee of Tenant.

10.2 Policy Forms and Delivery. Unless otherwise maintained by Tenant as permitted
under Section 10.1, all policies shall be taken out from insurers licensed in California, acceptable
to Landlord and in form satisfactory to Landlord. All policies must be issued by insurers with a
policy holder rating of “A-VII1” or better and afinancial rating of “X” in the most recent version
of Best’s Key Rating Guide. Without limiting the generality of the foregoing, any deductible
amounts under said policies shall be subject to Landlord’'s approval. Tenant agrees that
certificates of such insurance shall be delivered to Landlord as soon as practicable after the
placing of the required insurance, but in no event later than thirty (30) days prior to the date
Tenant takes possession of the Premises. All policies shall require at least ten (10) days prior
written notice to Landlord, and to any other additional insureds thereunder, by the insurer prior to
termination, cancellation or material change in such insurance. Tenant shall, at least thirty (30)
days prior to the expiration of any of such policies, furnish Landlord with arenewal or binder
therefor. Tenant may carry insurance under a so-called “blanket” policy, provided that such
policy provides that the amount of insurance required hereunder shall not be prejudiced by other
losses covered thereby, and as otherwise approved by Landlord. All insurance policies carried by
Tenant shall be primary with respect to, and non-contributory with, any other insurance available

25

EAL-2893660v-742893660v.16




Case 12-32118 Filed 01/07/15 Doc 1845

to Landlord. Such policies shall provide that the interests of Landlord and any other additional
insureds designated by Landlord shall not be invalidated due to any breach or violation of any
warranties, representations or declarations contained in such policies or the applications therefor.
Upon failure of Tenant to procure, maintain and place such insurance and pay al premiums and
charges therefor, Landlord may, but shall not be obligated to, purchase such insurance, and in
such event, Tenant shall pay all premiums and charges therefor to Landlord as Additional Rent
within five (5) days after demand.

10.3 Useof Proceeds. Inthe event of damage or destruction to the leasehold
improvements in the Premises covered by insurance required to be taken out by Tenant pursuant
to this Article, Tenant shall use the proceeds of such insurance for the purposes of repairing or
restoring such leasehold improvements. In the event of damage or destruction of the Building
entitling Landlord or Tenant to terminate this Lease pursuant to Article 12 hereof, if the Premises
have also been damaged, Tenant will pay to Landlord that portion of its insurance proceeds
relating to the leasehold improvements in the Premises that were paid for by Landlord.

10.4 Landlord’'sInsurance. During the Term, Landlord shall keep and maintain
property insurance for the Project in such amounts, and with such coverages, and Landlord may
keep and maintain such other insurance (including, but not limited to, earthquake insurance), as
Landlord may reasonably determine or as any of Landlord’s Lenders may require. Tenant
acknowledges that it shall not be a named insured in such policies and that it has no right to
receive any proceeds from any such insurance policies carried by Landlord. Notwithstanding any
contrary provision herein, Landlord shall not be required to carry insurance covering the property
described in Subsection 10.1(a) above or covering flood or earthquake.

10.5 Waiver of Subrogation; Indemnities. Landlord and Tenant waive their respective
right of recovery against the other and their respective managers, officers, directors, partners,
agents and employees to the extent damage or liability is insured against under a policy or policies
of insurance required to be carried hereunder, whether or not such damage or liability may be
attributable to the negligence or act of either party or its respective agents, invitees, contractors,
servants or employees. Such waiver by each party shall be effective for the benefit of the other
party notwithstanding any failure by the waiving party to carry the insurance required by the
provisions of this Lease. Each insurance policy required to be carried by either Landlord or
Tenant shall include such awaiver of the insurer’s rights of subrogation. Where liability or
damage to the Premises is insured against under both the policy or policies of insurance carried by
Landlord and the policy or policies of insurance carried by Tenant, to the extent that insurance
proceeds are available from the policy or policies of insurance carried by the party bearing the
responsibility to indemnify with respect to such liability or damage, such waiver shall not limit,
restrict or ater any indemnity made by Landlord or Tenant hereunder and the insurance proceeds
available from the policy or policies of insurance carried by the party bearing responsibility to
indemnify with respect to such liability or damage shall be applied to the liability or the repair of
such damage prior to the application of the insurance proceeds available from the policy or
policies of insurance carried by the other party.

10.6 Premium Increases. Tenant shall pay any increases in insurance premiums relating
to property in the Project (whether such insurance is maintained by Landlord or Tenant) to the
extent that any such increase is specified by the insurance carrier as being caused by Tenant’s acts
or omissions or use or occupancy of the Premises.
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10.7 Landlord's Insurance.

@ Liability Insurance. During the Term of this Lease, Landlord shall, at
Landlord’s sole cost and expense obtain and keep in full force and effect comprehensive general
liability insurance insuring Landlord against any and all liability arising out of its control of the
Project. Said insurance shall be in an aggregate coverage amount equal to Two Million Dollars
($2,000,000), with excess generd liability insurance coverage of Twenty Five Million Dollars
($25,000,000). Any insurance policies hereunder may be “blanket policies.”

(b Property Insurance. During the Term of this Lease, Landlord shall obtain
and keep in force during the Term a policy or policies of insurance covering loss or damage to the
Building and the Project exclusive of the cost of excavations, foundations and footings, in the
amount of Forty-Three Million Dollars ($43,000,000), or such lesser amount deemed sufficient by
Landlord to protect its interest in the Project, providing protection against al perils included
within the classification of fire, extended coverage, vandalism, malicious mischief, plate glass
(subject to the perils of the basic policy), sprinkler leakage, earthquake caused sprinkler leakage,
and such other perils as Landlord deems advisable or may be required by alender having alien on
the Building.

ARTICLE 11

TRANSFER OF LANDLORD’SINTEREST

11.1 Transfer Rights. Inthe event of atransfer of all or any portion of Landlord’s
interest in this Lease or the Project, other than a transfer for security purposes only, Landlord
shall, upon consummation of such transfer, be released from any liability relating to obligations or
covenants thereafter to be performed or observed under this Lease, and, in such event, Tenant
agrees to look solely to Landlord’ s successor in interest with respect to any such liability.
Landlord may transfer or credit any security deposit or prepaid Rent to Landlord’ s successor in
interest, and upon such transfer or credit Landlord shall be discharged from any further liability
therefor, provided that Landlord’ s successor-in-interest expressly acknowledges the rights of
Tenant, as tenant, under this Lease.

11.2 Tenant Cooperation. If Landlord transfersthe Project to a governmental or
non-profit entity that is able to utilize tax-exempt financing to purchase the Project, then Tenant
covenants and agrees to reasonably cooperate, at no cost or expense to Tenant, with Landlord
and the prospective purchaser in order to facilitate the issuance of tax exempt debt. Any right of
the Tenant to transfer or sublease all or any portion of the Premises pursuant to Article 8 is
subject to this covenant, and if the Tenant has entered into a sublease that, in the reasonable
discretion of a prospective purchaser, precludes the use of tax exempt financing, then Tenant shall
use commercially reasonable efforts, at no cost or expense to Tenant, to terminate or amend any
such sublease arrangement to help facilitate the issuance of such tax exempt debt.
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ARTICLE 12

DAMAGE OR DESTRUCTION

12.1 Repair or Termination.

@ If the Premises are damaged by fire or other casualty of the type insured by
Landlord, then the damage shall be repaired by Landlord, provided such repairs can reasonably be
made within one hundred twenty (120) days after the commencement of repairs without the
payment of overtime or other premiums and that the insurance proceeds are sufficient to pay the
costs of such repairs. Landlord shal give written notice to Tenant within thirty (30) days after the
occurrence of the damage if Landlord concludes the damage can be so repaired. Until such
repairs are completed, Basic Monthly Rent shall be abated in proportion to the part of the
Premises which is unusable by Tenant in the conduct of its business (but there shall be no
abatement of Rent by reason of any portion of the Premises being unusable for a period of fifteen
(15) days or less). If the damage is due to the negligence or willful misconduct of Tenant or its
employees, then there shall be no abatement of Rent. Except for such rental abatement, Tenant
shall have no claim against Landlord with respect to any such damage or repairs. If Landlord is
required or elects to restore the Premises, then Landlord shall not be required to restore
alterations made by Tenant, Tenant’s improvements, trade fixtures or personal property, including
but not limited to any paneling, decorations, railings, floor coverings, alterations, additions or
fixtures installed on the Premises by or at the expense of Tenant, such items being the sole
responsibility of Tenant to restore, and any damage caused by the negligence or willful
misconduct of Tenant or any of its agents, contractors, employees, invitees or guests shall be
promptly repaired by Tenant, at its sole cost and expense, to the reasonable satisfaction of
Landlord.

(b Landlord shall not be liable for any failure to make any such repairsif such
fallure is caused by accidents, strikes, lockouts or other conditions beyond the reasonable control
of Landlord.

(©) If such repairs cannot reasonably be made within such one hundred twenty
(120) days with or without the payment of overtime or other premiums, or if such repairs will cost
more than the available insurance proceeds, then Landlord may, at its option, make such repairs
within a reasonable time, and, in such event, this Lease shall continue in effect and the Basic
Monthly Rent shall be abated in the manner provided above. Landlord’'s election to make such
repairs must be evidenced by written notice to Tenant advising Tenant within forty five (45) days
after the occurrence of the damage whether or not Landlord will make such repairs. If Landlord
does not so elect to make such repairs then Landlord may, by written notice to Tenant given
within sixty (60) days after the occurrence of the damage, terminate this Lease as of the date of
the occurrence of such damage and Landlord shall refund to Tenant any Rent previoudly paid for
any period of time subsequent to such termination.

(d) With respect to any damage and repairs, Tenant waives the provisions of
Section 1932(2) and 1933(4) of the Civil Code of California or any successor statute thereto or
similar statute hereinafter enacted.
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(e All proceeds of any insurance maintained by Tenant or Landlord upon the
Premises (including insurance on Tenant improvements) shall be used to pay for the repairs to the
property covered by said insurance, to the extent that repairs are made pursuant to this Article.

H Landlord shall not have any obligation whatsoever to repair, reconstruct, or
restore the Premises or any portion of the Building when the damage occurs during the last
eighteen (18) months of the Term.

12.2 Lossof Enjoyment. No damages, compensation or claim shall be payable by
Landlord to Tenant for any inconvenience, loss of business or annoyance of Tenant arising from
any repair or restoration of any portion of the Premises or the Project, including, but not limited
to, the Building or the Common Facilities, performed by Landlord or its agents. Landlord shall
use good faith efforts to effect such repair or restoration promptly and in such manner as not
unreasonably to interfere with Tenant’s use and occupancy of the Premises.

12.3 Automatic Termination. A total destruction of the Building shall automatically
terminate this Lease as of the date of such total destruction.

ARTICLE 13

DEFAULTSAND REMEDIES

13.1 Eventsof Default. The occurrence of any of the following shall constitute a
default and breach of this Lease by Tenant:

@ Any failure by Tenant to pay any Rent, as and when due, where such failure
continues for three (3) days after written notice thereof by Landlord to Tenant;

(b The abandonment of the Premises, or any significant portion thereof, by
Tenant;

(c) The appointment of areceiver to take possession of substantialy all of
Tenant’s assets located at the Premises or of Tenant’s interest in this Lease, where possession is
not restored to Tenant within forty-five (45) days, the attachment, execution or other judicia
seizure of substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this
Lease, where such seizure is not discharged within forty-five (45) days;

(d) Any failure by Tenant to observe or perform any of its obligations under
that certain Real Property Option Agreement and Joint Escrow Instructions of even date herewith
entered into by and between Four Hundred Main Street LLC and
Tenant;

(e If any mechanics' lienisfiled or recorded against the Project or the
Premises, and such lien results from the actions or omissions of Tenant or any subtenant (or any
contractor, consultant, agent, employee, or invitee of Tenant or any subtenant), and Tenant fails
either to (i) cause any such mechanics’ lien to be released within ten (10) business days after the
date the same comes to the attention of Tenant or to (ii) post abond or other security agreement
in the amount of such mechanics' lien, in the event Tenant elects, in its sole discretion, to dispute
same;
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)] At Landlord’s sole option, Tenant’s failure to observe or perform
according to the provisions of Article 10 (excluding any provision regarding payment of Rent,
which shall be governed by Subsection (&) above), Article 1515, Section 18.11, or Section
18.-117.2 hereof within (10) days after demand from Landlord; and

(9) Any failure by Tenant to observe and perform any other provision of this
Lease (other than the provisions described in (a) through (f) of this Section 13.1) or the Rules and
Regulations attached hereto as Exhibit “C”, where such failure continues for thirty (30) days after
written notice thereof by Landlord to Tenant; provided, however, that in the event that any such
cure cannot reasonably be completed within such thirty (30) day period, and provided further that
Tenant has commenced and is diligently pursuing such cure, Tenant shall have an additiona
period of thirty (30) daysto complete such cure.

The notices referred to in Subsections (a) and (g) above, shall be in lieu of, and not in
addition to, any notice required under Section 1161, et seq. of the California Code of Civil
Procedure or any successor statute thereto or similar statute hereinafter enacted

13.2 Landlord' s Remedies.

@ In the event of any default by Tenant, as defined herein, in addition to any
other remedies available to Landlord at law or in equity, Landlord shall have the immediate option
to (but shall not be obligated to) terminate this Lease and all rights of Tenant hereunder by giving
Tenant written notice of such election to terminate; provided, that Tenant has been afforded all
applicable notice and cure periods permitted under this Lease. Inthe event that Landlord shall
elect to so terminate this Lease, then Landlord may recover from Tenant all of the following, to
the extent permitted by applicable Regulations:

(i) Theworth at the time of award of any unpaid Rent which had been
earned at the time of such termination; plus

(i) Theworth at the time of award of the amount by which the unpaid
Rent which would have been earned after termination until the time of award exceeds that portion
of rental loss which Tenant proves could have been reasonably avoided; plus

(i) Theworth at the time of award of the amount by which the unpaid
Rent for the balance of the Term after the time of award exceeds the amount of such rental loss
which Tenant proves reasonably could be avoided; plus

(iv) Any other amount necessary to compensate Landlord for all the
detriment proximately caused by Tenant’s failure to perform its obligations under this Lease or
which in the ordinary course of things would be likely to result therefrom, including, but not
limited to, unamortized brokerage commissions, tenant improvement expenses and advertising
expenses incurred by Landlord (in each case regarding both this Lease and any new lease with any
new tenant regarding the Premises), any expenses of remodeling the Premises and the cost of
restoring said Premises to the condition required under this Lease; plus

(v) At Landlord’s election, such other amounts in addition to or in lieu of
the foregoing as may be permitted from time to time by applicable Regulations.
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For purposes of Subsection 13.2(a), the “time of award” means the date upon which the
judgment in any action brought by Landlord against Tenant by reason of such default is entered or
such earlier date as the court may determine. Asused in (i) and (ii) above, the “worth at the time
of award” shall be computed by allowing interest at the maximum interest rate allowed by
applicable Regulation. Asused in (iii) above, the “worth at the time of award” shall be computed
by discounting such amount at the discount rate of the Federal Reserve Bank at San Francisco at
the time of award, plus one (1) percentage point. Tenant agrees that such charges shall be
recoverable by Landlord under California Code of Civil Procedure Section 1174(b) or any similar,
successor or related Regulation. Further, Tenant hereby waives the provisions of California Code
of Civil Procedure Section 1174(c) and California Civil Code Section 1951.7 or any other similar,
successor or related Regulation providing for Tenant’ s right to satisfy any judgment in order to
prevent aforfeiture of this Lease or requiring Landlord to deliver written notice to Tenant of any
reletting of the Premises.

Notwithstanding anything to the contrary contained herein, including, but not limited to, anything
contained in clause (ii) or (iii) above, Landlord hereby acknowledges that Tenant is a municipality,
and, as aresult thereof, certain Landlord remedies set forth in this Section 13.2(a) may not be
enforceable under applicable Regulations, including, but not limited to, under Article X VI,
Section 18(a) of the California Constitution. Notwithstanding the foregoing, however, Tenant
hereby acknowledges and agrees that, in accordance with the terms hereof, Landlord shall be
entitled to receive al remedies under this Lease to the fullest extent permitted by applicable
Regulations. This Section 13.2(a) is subject to the express condition that at no time shall Tenant
be required to pay to Landlord any amount under the terms hereof that could subject Landlord to
either civil or criminal liability as a result of such amount being in excess of the amount permitted
by applicable Regulations. If by the terms of this Section 13.2(a), Tenant is at any time required
or obligated to make a payment to Landlord in excess of the amount permitted by applicable
Regulations, then such remedies expressly permitted hereunder shall be deemed amended to the
extent required by applicable Regulations.

(b In the event of any such default by Tenant, Landlord shall also have the
right, with or without terminating this Lease, to reenter the Premises to remove all persons and
property from the Premises. Such property may be removed and stored in a public warehouse or
elsewhere at the cost of and for the account of Tenant, and such property shall be released only
upon Tenant’s payment of such charges, together with all sums due and owing under this Lease.
If Tenant does not reclaim such property within the period permitted by applicable Regulation,
Landlord may sell such property in accordance with applicable Regulation and apply the proceeds
of such sale to any sums due and owing hereunder, or retain said property, granting Tenant credit
against sums due and owing hereunder for the reasonable value of such property.

(c) In the event of the abandonment of the Premises by Tenant or in the event
of any default by Tenant, if Landlord does not elect to terminate this Lease as provided in this
Section and, until Landlord does elect to terminate this Lease, this Lease shall continue in full
force and effect, and Landlord may, from time to time, without terminating this Lease, enforce all
of itsrights and remedies under this Lease. Specifically, Landlord has the remedy described in
California Civil Code Section 1951.4 (lessor may continue lease in effect after lessee’s breach and
abandonment and recover rent as it becomes due, if lessee has the right to sublet or assign, subject
only to reasonable limitations).
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(d) Landlord shall not, by any reentry or other act, be deemed to have accepted
any surrender by Tenant of the Premises or Tenant’s interest therein, or be deemed to have
terminated this Lease or Tenant’ s right to possession of the Premises, unless Landlord shall have
notified Tenant in writing that it has so elected to terminate this Lease.

(e Landlord may suspend or discontinue al or any of the services specified in
Article 4 during the continuance of any default of the Lease; and no such suspension or
discontinuance will be deemed or construed to be an eviction, constructive or actual, or an
gjection of Tenant.

)] If Landlord reenters the Premises, Tenant shall have no claims for damages
that may be caused by Landlord’s reentering or removing and storing the property of Tenant, and
indemnifies, defends, protects and holds Landlord harmless from all losses, costs, expenses
(including attorney’s fees and court costs) or damages occasioned by Landlord. No such entry
shall be considered or deemed to be a forcible entry by Landlord.

(9) All rights, options, and remedies of Landlord contained in this Lease shall
be construed and held to be cumulative, and no one of them shall be exclusive of the other, and
Landlord shall have the right to pursue any one or al of such remedies or any other remedy or
relief which may be provided by applicable Regulations, whether or not stated in this Lease. The
exercise of any one or more of such rights or remedies shall not impair Landlord’ s right to
exercise any other right or remedy including, without limitation, any and all rights and remedies of
Landlord under California Civil Code Section 1951.8, Cdlifornia Code of Civil Procedure Section
1161 et seq., or any similar, successor or related Regulation.

(h) Nothing in this Section 13.2, and no termination pursuant to any other
provision of this Lease, shall be deemed to affect Landlord’ s right to indemnification for liability
or liahilities arising prior to the termination of this Lease under the indemnification clause or
clauses contained in this Lease.

0] Tenant hereby irrevocably authorizes and directs any sublessee, upon
receipt of awritten notice from Landlord stating that Tenant isin default hereunder, to pay to
Landlord directly the rent and income due and to become due under such sublease. Tenant agrees
that such sublessee shall have the right to rely upon any such statement and request by Landlord,
and that such sublessee shall pay rent and income to Landlord without any obligation or right to
inquire as to whether such default exists and notwithstanding any notice or claim from Tenant to
the contrary. Tenant shall have no right or claim against such sublessee or Landlord for any such
rent or income so paid by such sublessee to Landlord. Landlord shall not, by reason of any direct
collection of rent or income from a sublessee, be deemed liable to such sublessee for any failure of
Tenant to perform and comply with any of Tenant’s obligations under such sublease.

()] To the extent permitted by applicable Regulation, Tenant hereby waives all
provisions of, or protection under, any Regulations of the State of California or other applicable
jurisdiction to the extent same are inconsistent and in conflict with specific terms and provisions
hereof.

13.3 Landlord's Event of Default.

@ Unless a shorter period of time is specified by which Landlord is required
to perform an obligation under this Lease, Landlord shall not be deemed to be in default under
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this Lease unless and until it has failed to perform any of its obligations hereunder within thirty
(30) days after written notice by Tenant to Landlord specifying the manner in which Landlord has
failed to perform such obligation; provided, however, that if the nature of Landlord’s obligation is
such that more than thirty (30) days are reasonably required for its performance, then Landlord
shall not be deemed to be in default if it shall commence such performance within such thirty (30)
day period and thereafter diligently prosecute the same to completion. In the event of a default by
Landlord hereunder, the extent of Landlord’s liability shall be strictly limited to and shall not

extend beyond Landlord’sinterest in the Building. [Nete:—Receiver-will-add-extra-exeulpatory-
tanguaget}

(b If Landlord fails to cure a default within the time period described in this
Lease, and if such default renders all or any part of the Premises untenantable or unusable for
Tenant’s ordinary business, Tenant shall have the option to cure the default, in addition to any
other remedies permitted by applicable Regulations. Should Tenant elect to cure the default, all
reasonable costs associated with such cure, including reasonable attorneys' fees (if any), shal be
reimbursed by Landlord to Tenant following receipt of Tenant’sinvoice for said costs. |If
Landlord’ s default hereunder prevents Tenant’s use of the Premises in accordance with the
Permitted Uses set forth in Section 10 of the Basic Lease Provisions, there shall be an abatement
of Basic Monthly Rent for the period of such non-use.

(©) Notwith i h|n t th rovided in thi

[pation of liability t lut without tion wh

ARTICLE 14

EMINENT DOMAIN

If (i) twenty five percent (25%) or more of the rentable space in the Building or Parking
Garage, or (ii) after restoration, such portion of the Premises asin Tenant’ s reasonable judgment
makes the balance of the Premises untenantable or otherwise unsuitable for Tenant’s use and
requirements, shall be lawfully taken or condemned or conveyed under threat of such taking or
condemnation, for any public or quasi-public use or purpose (such taking, condemnation or
conveyance being referred to herein asa“Taking”), then either party hereto may immediately
terminate this Lease by serving written notice upon the other party hereto within thirty (30) days
thereafter. If twenty five percent (25%) or more of the Project excluding the Premises shall be
taken or appropriated under the power of eminent domain or conveyed in lieu thereof, Landlord
may so terminate this Lease by serving written notice upon the other party hereto within thirty
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(30) days thereafter. Tenant shall not be required to assign to Landlord any portion of an
award/settlement made by reason of such Taking to Tenant. If amateria part of the Building is
condemned or taken or if a substantial alteration or reconstruction of the Building shall, in
Landlord’ s opinion, be necessary or desirable as aresult of such Taking, Landlord may terminate
this Lease by written notice to Tenant within thirty (30) days after the date of the Taking. If a
part of the Premises shall be so taken, appropriated or conveyed and neither party hereto shall
elect to so terminate this Lease, (@) Basic Monthly Rent payable hereunder shall be abated in the
proportion that the rentable area of the portion of the Premises so taken, appropriated or
conveyed bears to the rentable area of the entire Premises, and (b) if the Premises shall have been
damaged as a consequence of such partial taking, appropriation or conveyance, Landlord shall, to
the extent of any severance damages received by Landlord, restore the Premises continuing under
this Lease; however, Landlord shall not be required to repair or restore any damage to the
property of Tenant or to make any repairsto or restoration of any alterations, additions, fixtures
or improvements installed on the Premises by or at the expense of Tenant, and Tenant shall pay
any amount in excess of such severance damages required to complete such repairs or restoration.
Notwithstanding anything to the contrary contained in this Section, if the temporary use or
occupancy of any part of the Premises shall be taken or appropriated under the power of eminent
domain or conveyed in lieu thereof during the Term, this Lease shall be and remain unaffected by
such taking, appropriation or conveyance and Tenant shall continue to pay in full all Rent payable
hereunder by Tenant during the Term; in the event of any such temporary taking, appropriation or
conveyance, Tenant shall be entitled to recelve a separate award (not reducing Landlord’ s award)
as compensation for loss of the use or occupancy of the Premises during the Term. To the extent
that it isinconsistent with the above, each party waives the provisions of California Code of Civil
Procedure Section 1265.130 allowing either party to petition the superior court to terminate the
Lease in the event of a partial taking of the Premises.

ARTICLE 15

SUBORDINATION

Without the necessity of any additional document being executed by Tenant for the
purpose of effecting a subordination, this Lease is subject and subordinate to all declarations of
restrictions, ground leases, deeds of trust or other security interests of any kind now or hereafter
encumbering or affecting the Project or any portion thereof; subject, however, to the qualification
that so long as Tenant is not in default under this Lease, its peaceful use and occupancy of the
Premises under this Lease shall not be impaired, restricted or terminated by any such mortgagee,
beneficiary, secured party or ground lessor whose interest arises after the date hereof.
Notwithstanding the foregoing, Landlord shall have the right to subordinate or cause to be
subordinated any such ground leases, deeds of trust or other security intereststo thisLease. In
the event of foreclosure or exercise of any power of sale under any deed of trust superior to this
Lease, Tenant, upon demand, shall attorn to the purchaser at any foreclosure sale or sale pursuant
to the exercise of any power of sale, in which event this Lease shal not terminate and Tenant shall
automatically be and become the tenant of the purchaser; provided, however, no landlord or
purchaser at any foreclosure sale or sale pursuant to the exercise of any power of sale, or any
successor thereto shall be liable for any act or omission of any prior landlord (including Landlord)
or be subject to any offsets, counterclaims, or defenses which Tenant might have against any prior
landlord (including Landlord), or be bound by any Rent which Tenant might have paid in advance
to any prior landlord (including Landlord) for a period in excess of one month or by any Security
Deposit or other prepaid charge which Tenant might have paid in advance to any prior landlord
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(including Landlord), or be bound by an agreement or modification of this Lease made after
Tenant has written notice of the interest of such party, without the prior written consent of such
party, or be obligated to repair the Premises in the event of total or substantial damage beyond
that which can reasonably be accomplished from the net proceeds of insurance made available to
such landlord. Tenant covenants and agrees to execute and deliver, not less than ten (10) business
days after demand by Landlord or any lienholder or successor in interest, and in a commercially
reasonable form requested thereby, any commercially reasonable additional documents evidencing
the priority or subordination of this Lease and the attornment of Tenant with respect to any such
ground leases, deeds of trust or other security interests; provided, that such entities agree to the
non-disturbance of Tenant’ s rights as tenant under this Lease if Tenant is not in default hereunder.
Tenant hereby irrevocably appoints Landlord as attorney-in-fact of Tenant to execute, deliver and
record any such documents in the name and on behalf of Tenant if Tenant failsto do same
pursuant to the foregoing. Upon request by Tenant, Landlord shall exercise commercialy
reasonable efforts to obtain execution by Landlord’s Lenders of a Subordination,
Non-Disturbance and Attornment Agreement. Moreover, if, in connection with the obtainment of
financing for the Project or any portion thereof, a prospective lender requests reasonable
modifications hereto as a condition to the furnishing of such financing, Tenant shall not
unreasonably withhold or delay its consent thereto, provided such modifications do not increase
the obligations of Tenant hereunder or adversely affect Tenant’s rights hereunder.

ARTICLE 16

SURRENDER OF PREMISES; REMOVAL OF PROPERTY

16.1 Tenant’s Removal of Property. Upon the expiration or termination of the Term of
this Lease, Tenant shall quit and surrender possession of the Premises, and all repairs, changes,
aterations, additions and improvements thereto, to Landlord in as good order, condition and
repair as the same are now or hereafter may be improved by Landlord or Tenant, reasonable wear
and tear and repairs which are Landlord’ s obligation excepted, and in a reasonable state of
cleanliness. In such event, Tenant shall, without expense to Landlord, remove from the Premises
all debris, rubbish, furniture, equipment, business and trade fixtures, free-standing cabinet work,
moveable partitions and other articles of persona property owned by Tenant or installed or placed
by Tenant at its expense in the Premises and all similar articles of any other persons claiming
under Tenant, including, but not limited to, any and all telecommunications or other cabling
equipment, but excluding the two 8" pipes running from the Premises to the Building roof.
Unless otherwise requested to do so by Landlord, however, Tenant shall not remove any additions
or improvements to the Premises, such as carpet, interior partition walls and doors, “built-ins’,
shelves, built-in fixtures or other similar items, it being understood and agreed that such items are
and shall remain the property of Landlord. Tenant shall also repair, at its expense, all damage to
the Premises resulting from such removal; provided, however, that Landlord also may elect, in its
sole discretion, and at Tenant’s sole cost and expense, to repair al or any amount of damage
anywhere in or on the Project caused by such removal of any property, reasonable wear and tear
accepted. Notwithstanding the foregoing, if Tenant elects to remove its HVAC Chillers located
on the roof of the Building, Landlord shall obtain from Landlord’ s property manager a third party
estimate for the repair of the damage likely to be caused by such removal (the “ Damage Repair”),
and the amount of such estimate shall be deposited in immediately available funds (the “Deposit™)
with Landlord or its property manager before such HVAC Chillers may be removed by Tenant.
Within three Business Days following the completion of the Damage Repair to the reasonable
satisfaction of Landlord, and delivery of an unconditional lien release to Landlord (if the Damage
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Repair is undertaken by non-Tenant contractors), Landlord shall return the Deposit to Tenant.
Tenant shall, upon the expiration or sooner termination of the Term hereof, deliver to Landlord all
keysto al doorsin, upon and about the Premises including, but not limited to, al keysto any
vault or safe to remain on the Premises.

16.2 Abandoned Property. Whenever Landlord shall reenter the Premises as provided
in this Lease, any property of Tenant not removed by Tenant upon the expiration of the Term of
this Lease or within ten (10) business days after atermination by reason of Tenant’s default, as
provided in this Lease, shall be considered abandoned, and Landlord may remove any or all such
items and dispose of same in any manner or store the same in a public warehouse or elsewhere for
the account and at the expense and risk of Tenant.

ARTICLE 17

HAZARDOUS MATERIALS; EXCESSIVE BURDEN; WASTE

Tenant shall not cause or permit any nuisance in or about the Premises or the Project, nor
shall Tenant cause or permit any Hazardous Materials (as hereinafter defined) to be brought to the
Premises or the Project or used, handled, stored, released or disposed of in, under or about the
Premises, Building or any other portion of the Project except for ordinary and general office and
technology supplies typically used in the ordinary course of business within office buildings and
technology centers and in full compliance with all applicable Regulations. Tenant shall not
conduct business or other activity in or about the Premises of such a nature asto place an
unreasonable or excessive burden upon the Common Facilities. Tenant shall not commit or suffer
the commission of any waste in or about the Premises or the Project. Asused in this Lease, the
term “Hazardous Materials’ means and includes any hazardous or toxic materials, substances or
wastes as now or hereafter designated under any Regulation, including, without limitation,
asbestos, petroleum, petroleum hydrocarbons and petroleum based products, urea formaldehyde
and other chlorofluorocarbons. Tenant indemnifies, defends, protects and holds Landlord and the
other Landlord Parties harmless from all costs, damages, liens and expenses (including attorney’s
fees and court costs) related to Tenant’s breach of any provision of this Article 17.

ARTICLE 18

MISCELLANEOUS

18.1 Landlord' s Inspection and Maintenance. Tenant shall permit Landlord and its
agents at all reasonable times to enter the Premises for the purpose of inspecting the same and/or
for the purpose of protecting the interest therein of Landlord, and to take all required materials
and equipment into the Premises and perform all required work therein; provided, that Landlord
uses commercialy reasonably efforts to avoid interfering with Tenant’s business operations.
Notwithstanding the foregoing sentence, except in the case of an emergency, Landlord must
provide twenty-four (24) hours prior written notice to Tenant of its intent to enter the Premises
and must permit a representative of Tenant to be present at all timesif Tenant so desires,
provided, however, that, if no Tenant representative is available within seventy-two (72) hours of
Landlord’s prior written notice, Landlord shall nonetheless be entitled to proceed.
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18.2 Exhibition of Premises. Tenant shall permit Landlord and its agents to enter and
pass through the Premises at all reasonable hoursto:

@ Post notices of nonresponsihility; and

(b) Exhibit the Premises to holders of encumbrances and to prospective
purchasers, mortgagees or lessees of the Building.

Notwithstanding the foregoing, at all times Landlord shall use commercially
reasonable efforts not to (_)_lnterfere W|th Tenant’s business operatlons at the Premises,_or (ii)

gglflll its ggllgi |gn§;4ngg th|§ ease. If durlng thelast month of the Term, enant shall have

removed substantially all of Tenant’s property and personnel from the Premises, Landlord may
enter the Premises and repair, alter and redecorate the same, without abatement of Rent and
without liability to Tenant, and such acts shall have no effect on this Lease.

18.3 Rights Reserved by Landlord. Landlord reserves the following rights, exercisable
without liability to Tenant for (a) damage or injury to property, person or business, (b) causing an
actual or constructive eviction from the Premises, or (c) disturbing Tenant’s use or possession of
the Premises:

@ To name the Project and to change the name or street address of the
Project;

(b To install and maintain all signs on the exterior and interior of the Project;

(c) To have pass keys to the Premises and all doors within the Premises,
excluding Tenant’s vaults and safes and any rooms housing servers and any rooms containing
sensitive and confidential materials (collectively, the “ Confidential Areas’), as determined by
Tenant in its reasonable discretion, and Landlord shall have the right to use any and all means
which Landlord may deem necessary or proper to open said doorsin an emergency in order to
obtain entry to any portion of the Premises, and any entry to the Premises or portions thereof
obtained by Landlord by any of such means or otherwise shall not under any circumstances be
construed or deemed to be aforcible or unlawful entry into, or a detainer of, the Premises, or an
eviction, actual or constructive, of Tenant from the Premises or any portion thereof;

(d) To enter the Premises for the purpose of making inspections, repairs,
aterations, additions or improvements to the Premises or the Project and to take all steps as may
be necessary or desirable for the safety, protection, maintenance or preservation of the Premises
or the Project or Landlord’ sinterest therein, or as may be necessary or desirable for the operation
or improvement of the Project or in order to comply with applicable Regulations; and

(e To change the arrangement and/or location of entrances or passageways,
doors and doorways, and corridors, elevators, stairs, toilets or other public parts of the Building,
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provided that such changes do not unreasonably interfere with the suitability of the Premises for
Tenant’s use.

Tenant hereby waives any claim for damages for any injury or inconvenience to or
interference with Tenant’ s business, any loss of occupancy or quiet enjoyment of the Premises,
and any other loss occasioned thereby, except to the extent caused by Landlord’s gross negligence
or willful misconduct. Notwithstanding anything to the contrary contained in this Section 18.3,
except in the case of an emergency, Landlord will not have, and will not be granted, access to any
of the Confidential Areas without (i) obtaining Tenant’s prior written consent to such access and
(i) permitting a representative of Tenant to be present at all times during such access.

18.4 Quiet Enjoyment. Tenant, upon paying the Rent and performing all of its
obligations under this Lease, shall peaceably and quietly enjoy the Premises, subject to the terms
of this Lease and to any mortgage, lease, or other agreement to which this Lease may be
subordinate.

18,5 Force Maeure. Any prevention, delay or stoppage of work to be performed by
Landlord or Tenant which is due to strikes, labor disputes, inability to obtain labor, materials,
equipment or reasonable substitutes therefor, acts of God, governmental restrictions or
regulations or controls, judicial orders, enemy or hostile government actions, civil commotion, fire
or other casualty, or other causes beyond the reasonable control of the party obligated to perform
hereunder, shall excuse performance of the work by that party for a period equal to the duration
of that prevention, delay or stoppage. Nothing in this Section, however, shall excuse or delay
Tenant’s obligation to pay Rent or other charges under this Lease.

18.6 Counterparts. ThisLease may be executed in multiple counterparts, all of which
shall constitute one and the same Lease.

18.7 No Option. The submission of this Lease to Tenant shall be for examination
purposes only, and does not and shall not constitute a reservation of or option for Tenant to lease,
or otherwise create any interest of Tenant in the Premises or any other premises within the
Project. Execution of this Lease by Tenant and its return to Landlord shall not be binding on
Landlord notwithstanding any time interval, until Landlord has, in fact, signed and delivered this
Lease to Tenant.

18.8 Further Assurances. The parties agree to promptly sign al documents reasonably
requested to give effect to the provisions of this Lease.

18.9 Mortgagee Protection. Tenant agreesto send by (i) United States certified or
registered mail, return receipt requested, postage prepaid, or (ii) any nationally recognized courier
service (such as FedEXx), for next-day delivery, to be confirmed in writing by such courier or other
method prescribed by Landlord, to any first deed of trust beneficiary of Landlord whose address
has been furnished to Tenant, a copy of any notice of default served by Tenant on Landlord.
Notwithstanding the provisions of Section 13.3, if Landlord fails to cure such default within the
time provided for in this Lease, such beneficiary shall have an additional thirty (30) daysto cure
such default; provided that if such default cannot reasonably be cured within that thirty (30) day
period, then such beneficiary shall have such additional time to cure the default as is reasonably
necessary under the circumstances.
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18.10 Attorneys Fees. If @ther party incurs any expense, including reasonable
attorney’ s fees, in connection with any action instituted by either party by reason of any dispute
under this Lease or any default or alleged default of the other party, the party prevailing in such
action shal be entitled to recover its reasonable expenses from the other party. The term
“prevailing party” means the party obtaining substantially the relief sought, whether by
compromise, settlement or judgment.

18.11 Tenant’s Certificates. Within ten (10) days after any written request which either
party may make from time to time, such requested party (the “Requested Party”) shall execute
and deliver to the other party (the “Requesting Party”) a certificate (the “Certificate”)
substantialy in the form attached hereto as Exhibit “D” and hereby made a part hereof. Any
failure by the Requested Party to so execute and deliver the Certificate shall, at the Requesting
Party’ s election, constitute a certification by the Requested Party that the statements which may
be included in the Certificate (as same may have been so amended or supplemented) are true and
correct, except as the Requesting Party shall otherwise indicate. Landlord and Tenant intend that
the Certificate may be relied upon by either party’s Lenders, and any prospective lender,
purchaser, subtenant or assignee.

18.12 Holding Over.

@ If Tenant, with Landlord’ s written consent, remains in possession of al or
any portion of the Premises after the expiration or sooner termination of the Term, such holding
over shall be deemed to congtitute a tenancy from month to month only, upon such terms and
conditions hereof as existed at the expiration or termination of the Term; provided, however,
during such holding over, Basic Monthly Rent shall be the Basic Monthly Rent in effect
immediately prior to such expiration or termination or such other amount mutually agreed upon
between Tenant and Landlord, and any and all options and rights of first refusal or other
preferential rights of Tenant shall be deemed to have lapsed and to be of no further force or effect.
Landlord may terminate such tenancy from month to month by giving Tenant at least thirty (30)
days written notice thereof at any time. Acceptance by Landlord of any Rent after such expiration
or termination shall not be deemed to constitute Landlord’ s consent to such holding over.

(b) If Tenant, without Landlord’s express, written consent, remainsin
possession of al or any portion of the Premises after the expiration or sooner termination of the
Term, then, in addition to all other rights and remedies available to Landlord under other
provisions of this Lease or at law or in equity, Tenant shal be treated as a Tenant at sufferance
only, upon the terms and conditions set forth in this Lease so far as applicable, but at a Basic
Monthly Rent equal to the greater of (i) one hundred fifty percent (150%) of the Basic Monthly
Rent applicable to the Premises immediately prior to the date of such expiration or earlier
termination; or (ii) one hundred and fifty percent (150%) of the prevailing market rate for
buildings of similar quality and use in the same geographic area as the Premises (as reasonably
determined by Landlord) for the Premises in effect on the date of such expiration or earlier
termination. Acceptance by Landlord of any Rent after such expiration or termination shall not
constitute a consent to a hold over hereunder or result in an extension of thisLease. Any and all
options and rights of first refusal or other preferential rights of Tenant shall be deemed to have
lapsed and to be of no further force or effect. Tenant shall pay an entire month’s Rent, with Basic
Monthly Rent calculated in accordance with this Section 18.12.
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(c) If, for any reason, Tenant fails to surrender the Premises on the expiration
or earlier termination of this Lease (including upon the expiration of any subsequent
month-to-month tenancy consented to by Landlord pursuant to Section 18.12(a) above), then, in
addition to, and by no meansin lieu of, the other provisions of this Section 18.12, all other rights
and remedies granted to Landlord under the provisions of this Lease, Tenant shall indemnify,
protect, defend (by counsel approved in writing by Landlord) and hold Landlord harmless from
and against any and all claims, judgments, suits, causes of action, damages, losses, liabilities and
expenses (including attorneys fees, court costs and any and all consequential damages awarded as
aresult thereof) resulting from such failure to surrender, including, without limitation, any claim
made by any succeeding tenant based thereon, and Tenant hereby acknowledges and agrees that if
Tenant holds over without Landlord’ s consent, Tenant shal be liable to Landlord for any net loss,
liability or expense, that Landlord may suffer as aresult, including lost rent (net of expenses).
Landlord shall, in addition, continue to have all remedies for holdover as may be available to
Landlord under other provisions of this Lease or at law or in equity. The foregoing indemnity
shall survive the expiration or earlier termination of this Lease.

18.13 Notices. All notices, which Landlord or Tenant may be required or may desire to
serve on the other shall be in writing and shall be served by personal delivery, by mailing the same
by registered or certified mail, return receipt requested, postage prepaid, or sent by a nationally
recognized courier service (such as Fed Ex) for next-day delivery, to be confirmed in writing by
such courier, addressed as set forth in the Basic Lease Provisions or addressed to such other
address or addresses as either Landlord or Tenant may from time to time designate to the other in
writing in accordance with this Article. Notices, demands and other communications given in the
foregoing manner shall be deemed given when actually received or refused by the party to whom
sent, unless mailed, in which event same shall be deemed given on the day of actual delivery as
shown by the addressee’ sregistered or certified mail receipt or at the expiration of the third (3rd)
business day after the date of mailing, whichever first occurs. Notwithstanding anything to the
contrary contained herein, but by no means limiting the foregoing, until such time as Landlord
may otherwise notify Tenant in writing in accordance with the terms hereof, all communications
to be delivered by Tenant to Landlord shall be delivered to Landlord at both of Landlord's
addresses for notices set forth in Section 8 of the Basic Lease Provisions, and no notice shall be
deemed received by Landlord until such notice has been received by Landlord at both such
addresses.

18.14 Rules and Regulations. Tenant agrees to abide by and comply with the Rules and
Regulations delivered to Tenant by Landlord from time to time. Landlord shall not be liable to
Tenant for any violation of such Rules and Regulations by any other tenant. In the event of any
inconsistencies between this Lease and the Rules and Regulations, the language of this Lease shall
prevail. Landlord shall have the right, from time to time, to amend and modify the Rules and
Regulations. Landlord shall have no liability for its failure to enforce the Rules and Regulations
against any other lessee in the Building.

18.15 Governing Laws. This Lease shall be governed by and construed in accordance
with the laws of the State of California.

18.16 Headings and Titles. The marginal titlesto the Articles of this Lease are inserted
for convenience of reference only and shall have no effect upon the construction or interpretation
of any part hereof.
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18.17 Heirsand Assigns. Subject to the limitations on assignment, subletting and
transfers, this Lease shall be binding upon and shall inure to the benefit of the parties hereto and
their respective heirs, executors, administrators, successors and assigns.

18.18 Time of Essence. Timeis of the essence with respect to the performance of every
provision of this Lease.

18.19 Severability. If any condition or provision of this Lease shall be held invalid or
unenforceable to any extent under any applicable Regulations or by any court of competent
jurisdiction, then the remainder of this Lease shall not be affected thereby, and each condition and
provision of this Lease shall be valid and enforceable to the fullest extent permitted by applicable
Regulation.

18.20 Authority. Each individual executing this Lease on behalf of a party hereto
represents and warrants that she or he is duly authorized to execute and deliver this Lease on
behalf of such party and that this Lease is binding upon such party in accordance with its terms.

18.21 Hntentionally-Omitted-}Rentable Square Feet. All referencesto “rentable square

feet” in this L ease refer to rentable square feet measured in accordance with ANSI/BOMA Z65.3
2009.

18.22 No Light, Air or View Easement. Any diminution or shutting off of light, air or
view by any structure which may be erected on lands adjacent to the Project (whether or not by
Landlord) shall not in any way affect this Lease or impose any liability on Landlord and shall not
entitle Tenant to any reduction of Rent.

18.23 Entire Agreement. This Lease, along with any Exhibits affixed hereto, constitutes
the entire and exclusive agreement between Landlord and Tenant relative to the Premises. This
L ease may not be changed, modified, abandoned or discharged, in whole or in part, nor any of its
provisions waived, except by a written instrument which is executed by both parties hereto.

18.24 Recording. Neither this Lease, nor any memorandum hereof shall be recorded
without Landlord’s prior written consent.

18.25 Joint and Several Liability. If Tenant is comprised of more than one person or
entity, then the obligations hereunder imposed upon such persons and entities shall be joint and
severa.

18.26 Confidentiality. Tenant acknowledges and agrees that the terms of this Lease are
confidential and constitute proprietary information of Landlord. Disclosure of the terms hereof
may adversely affect the ability of Landlord to negotiate other leases and impair Landlord’s
relationship with other tenants. Accordingly, Tenant agrees, except as may be required by any
laws of the State of California applicable to Tenant or |eases made and to be performed in the
State of Cdlifornia, that it, and its partners, members, officers, directors, employees, agents and
attorneys, shall not intentionally and voluntarily disclose the terms and conditions of this Lease to
any newspaper or other publication or any other tenant or apparent prospective tenant of the
Project or any real estate agent (other than the broker(s) identified in the Basic Lease Provisions),
either directly or indirectly, without the prior written consent of Landlord; provided, however,
Tenant may disclose the terms to prospective subtenants or assignees under this Lease, to any
other public entity or public official to which Tenant is required to disclose the terms of this Lease
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as aresult of Tenant being a public entity, and to its attorneys and accountants, in each case, on a
“need-to-know” basis, provided all of the same are instructed as to the confidentiality hereof.

18.27 No Representations or Warranties. Neither Landlord nor Landlord’ s agents or
attorneys have made any representations or warranties with respect to the Premises, the Building,
the Real Property, the Common Facilities or this Lease, except as expresdy set forth herein, and
no rights, easements or licenses are or shall be acquired by Tenant by implication or otherwise.

18.28 Exculpation. In no event shall any Landlord Party be liable for the performance of
Landlord’ s obligations under this Lease. Tenant shall look solely to Landlord to enforce
Landlord’ s obligations hereunder and shall not seek any damages against any Landlord Party.

The liability of Landlord for Landlord’s obligations under this Lease shall not exceed and shall be
limited to Landlord’ sinterest in the Building, and Tenant shall not look to any other property or
assets of Landlord or any other Landlord Party in seeking either to enforce Landlord’ s obligations
under this Lease or to satisfy ajudgment for Landlord’ s failure to perform such obligations.

18.29 Consents. Tenant hereby waives any monetary claim against Landlord which it
may have based upon any assertion that Landlord has unreasonably withheld or unreasonably
delayed any requested consent, and Tenant agrees that its sole remedy shall be an action or
proceeding to enforce any such provision or for specific performance, injunction or declaratory
judgment. Inthe event of such a determination, the requested consent shall be deemed to have
been granted; however, Landlord shall have no liability to Tenant for itsrefusal to give such
consent. The sole remedy for Landlord’ s unreasonably withholding or delaying of consent shall
be as provided in this Section.

18.30 Waiver. The failure of Landlord to exercise its rights in connection with any
breach or violation of any term, covenant, or condition herein contained, shall not be deemed to
be awalver of such term, covenant or condition or any subsequent breach of the same or any
other term, covenant or condition herein contained. The subsequent acceptances of Rent
hereunder by Landlord shall not be deemed to be a waiver of any preceding breach by Tenant of
any term, covenant or condition of this Lease other than the failure of Tenant to pay the particular
Rent so accepted, regardless of Landlord’s knowledge of such preceding breach at the time of
acceptance of such Rent. Waiver by Landlord of any term, covenant or condition contained in
this Lease may only be made by a written document signed by Landlord.

18.31 No Merger. The voluntary or other surrender of this Lease by Tenant, or a mutual
cancellation thereof, shall not work a merger, and shall, at the option of Landlord, terminate any
and all existing subleases or subtenancies, or operate as an assignment to Landlord of any or al of
such subleases or subtenancies. No act or omission of Landlord or any representative thereof
shall be deemed to constitute acceptance of any surrender, and no surrender shall be deemed to
have occurred, unless in awriting executed by Landlord and approved in writing by any of
Landlord’s Lenders, should such approval be required under the terms of any loan agreement,
mortgage or deed of trust, as the case may be.

18.32 Form of Payment; Business Days. Rent and all other sums payable under this
Lease must be paid in lawful money of the United States of America. Asused in this Lease,
“business day” means any day excluding (a) Saturday, (b) Sunday, (c) any day whichisalegal
holiday under the laws of the State of California, and (d) any day on which banking institutions
located in such state are generally not open for the conduct of regular business.
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18.33 Cumulative Remedies. None of Landlord’ s rights or remedies hereunder shall be
deemed to be exclusive, but shall, wherever possible, be cumulative with all other rights and
remedies hereunder and at law and in equity.

18.34 Mutual Covenants. Each provision of this Lease performable by Tenant shall be
deemed to be both a covenant of Tenant and a condition to Landlord’ s performance hereunder.

18.35 Relationship. Nothing contained in this Lease shall be construed to create the
relationship of principal and agent, partnership, joint venture or any other relationship between the
parties hereto, other than the relationship of landlord and tenant.

18.36 Madification. This Lease may not be modified except by a written document
executed by the parties hereto.

18.37 Representations and Warranties. Neither Landlord nor any broker, agent or
representative thereof has made any warranty or representation with respect to the tenant mix of
the Building, the identity of prospective or other tenants of the Building, or otherwise except as
explicitly set forth herein.

18.38 Construction. The language in all parts of this Lease shall be in all cases construed
simply according to its fair meaning, and not strictly for or against Landlord or Tenant. The
principal of construction against draftsmen shall have no application in the interpretation of this
Lease. Any reference to any Section herein shall be deemed to include all subsections thereof
unless otherwise specified or reasonably required from the context. Any reference to “days’ or
“months’ herein shall refer to caendar days or months, respectively, unless specifically provided
to the contrary. The terms “herein”, “hereunder” and “hereof” as used in this Lease mean “in this
Lease”, “under this Lease” and “of this Lease’, respectively, except as otherwise specifically set
forth in this Lease.

18.39 Exhibits. Any and all exhibits and addenda referred to in this Lease are
incorporated herein by reference as though fully set forth herein.

18.40 Other Agreements. Tenant hereby warrants and represents that neither its
execution of nor performance under this Lease shall cause Tenant to be in violation of any
agreement, instrument, contract or Regulation by which Tenant isbound. Tenant agreesto
indemnify Landlord against any loss, cost, damage or liability including, without limitation,
reasonable attorneys fees arising out of Tenant’s breach of this warranty and representation.

18.41 Discrimination. Tenant covenants by and for itself, its successors and assigns, and
all persons claiming under or through them, and this Lease is made and accepted upon and subject
to the following conditions. That there shall be no discrimination against or segregation of any
person or group of persons, on account of sex, marital status, age, race, color, religion, creed,
national origin or ancestry, in the leasing, subleasing, renting, transferring, use, occupancy, tenure
or enjoyment of the Premises herein leased, nor shall Tenant itself, or any person claiming under
or through it, establish or permit such practice or practices of discrimination or segregation with
reference to the selection, location, number, use or occupancy of tenants, lessees, sublessees,
subtenants or vendees in the Premises.

[SIGNATURES CONTINUE ON NEXT PAGE]
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“LANDLORD”

William J.

Hoffman,
as Receiver

By:

Name:
Title:

Signature Page
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“TENANT”

THE CITY OF STOCKTON,
amunicipal corporation

By:
Name:
Title:
Signature Page
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REAL PROPERTY OPTION AGREEMENT AND JOINT ESCROW INSTRUCTIONS

Between

THE CITY OF STOCKTON
amunicipa corporation

as Optionor

and

FOUR HUNDRED MAIN STREET LL
D Limited Liabili m

as Optionee

400 East Main Street
City of Stockton, California

Dated as of .20
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EXHIBITSAND SCHEDULES
EXHIBIT A LEGAL DESCRIPTION
EXHIBIT B FORM OF OPTION EXERCISE NOTICE
EXHIBIT C PRELIMINARY TITLE REPORT
EXHIBIT D INT STIPULATION RE: APPOINTMENT OF RECEIVER
EXHIBIT E Intentionally Omi
EXHIBIT F QUITCLAIM DEED
EXHIBIT G BILL OF SALE

EXHIBIT H ASSIGNMENT OF L EASE
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REAL PROPERTY OPTION AGREEMENT AND JOINT ESCROW INSTRUCTIONS

THIS REAL PROPERTY OPTION AGREEMENT AND JOINT ESCROW
INSTRUCTIONS (“Agreement”) is made as of , 201420 (“Effective Date”)
by and between THE CITY OF STOCKTON, a municipal corporation (“Optionor”) and
FOUR HUNDRED MAIN

STREET LLC, aDelaware limited liability company (“Optionee’).

WHEREAS, the Stockton Public Financing Authority (the “Authority”), an
affiliate of Optionor, issued the $36,500,000 V ariable Rate Demand L ease Revenue Bonds 2007
Series A (Building Acquisition Financing Project) and the $4,270,000 Taxable Variable Rate
Demand L ease Revenue Bonds 2007 Series B (Building Acquisition Financing Project)
(collectively, the “Bonds’);

WHEREAS, Wells Fargo Bank, National Association (the “Trustee”), serves as
indenture trustee for the Bonds under that certain Indenture of Trust dated as of November 1,
2007 (the “Indenture of Trust”);

WHEREAS, Assured Guaranty Corp. (“Assured”), an affiliate of Optionee, issued
two financial guaranty insurance policies and a reserve fund insurance policy in connection with
the Bonds (the “Insurance Policies’);

WHEREAS, the Indenture of Trust delegates and assigns the enforcement of
rights and remedies to Assured in the event of a default on the Bonds;

WHEREAS, Assured is now the sole owner of the Bonds;

WHEREAS, the Property (as hereinafter defined) is (i) owned by Optionor and
leased to Authority pursuant to a Site and Facility Lease dated as of November 1, 2007 (the

“LeaseAgreementSite and Facility L ease”); and (b) re-leased to Optionor pursuant to a Lease
Agreement dated as of November 1, 2007 _(the “L ease Agreement”);

WHEREAS, Authority pledged itsinterest in the Lease Agreement to the Trustee
as collateral for the Bonds and the Trustee was assigned the Authority’ s rights under the Lease
Agreement;

WHEREAS, on or about April 26, 2012, Optionor defaulted under the Lease
Agreement by failing to make a required payment under such Lease Agreement, allowing the
Trustee, as directed by Assured, to exercise the Authority’ s rights under the Lease Agreement in
connection with the Property;

WHEREAS, Optionor filed a Chapter 9 bankruptcy case that is now pending in the
United States Bankruptcy Court for the Eastern District of California (the “Bankruptcy Court”),
Chapter 9 Case Number 2012-32118 (the “Chapter 9 Case”);

WHEREAS, Pursdantpursuant to that certain Judgment of Possession, issued on
May 31, 2012 by the Superior Court of the State of California—_for the County of San Joaquinin
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Case No. 39-2012-00280741-CU-UD-STK, and the Notice of Delivery of Notice of Possession

of Real Property, dated June 21, 2012 and delivered in connection with the Judgment of
Possession, Main Street Stockton LLC, a Delaware limited liability company (“Main Street
Stockton”), as the designee of the Trustee, obtained possession of that certain building commonly
known as 400 East Main Street, Stockton, California 95202 (the “Building”) located on the Land_

(as hereinafter defined);

WHEREAS, subsequent to Main Street Stockton obtaining possession of the
Building, Main Street Stockton, as landlord, and Optionor, as tenant, entered into that certain 400
East Main Street Office Lease for certain premises located on the Land (the “Prior Lease”),
WhICh Prlor Lease (i) has been%epmm&edg&%s pursuant to that certain Lease-

. a Second Amendment to Office Lease
dated October 31 2014 and (||) shall be replaced by that certain 400 East Main Street Office
Lease dated on or about the date hereof between the Receiver (as hereinafter defined) and
Optionor (the “New Lease”).

WHEREAS, to resolve the Chapter 9 Case, in part, (i) Optionor has agreed to
convey the Property to Optionee,_in accordance with the terms herewith, in exchange for
Assured’ s agreement to cancel the Bonds, as set forth in this Agreement; and (ii) Optionor and
Optionee have agreed to appeint seek from the Superior Court of the
State of California for the County of San Joaguin (the “Receivership Court”) the appointment of
William Hoffman, President of Trigild, as receiver for the Property (the “Receiver”), to manage
the Property, collect revenues n-respect-efderived from the operation of the Property and
distribute net operating revenues either to Assured_or Optionee and to convey the Property to
Optioneeg, if and when Optionee exercises the “Option” granted herein;

WHEREAS, the Bankruptcy Court has, pursuant to the order confirming the
City’s plan of adjustment (the “Plan of Adjustment”), approved this Agreement, which is
binding on the Optionor and Optionee.

NOW, THEREFORE, the parties hereto hereby agree as follows:
ARTICLE 1. GRANT OF OPTION; TERM; EXERCISE OF OPTION.

1.1.  Grant of Option. Optionor hereby grantsto Optionee, only for the duration of the
Option Term (as defined below), the option (“Option”) to purchase the following described
property (“Property”) on the terms and conditions set forth in this Agreement:

1.1.1. Land. That certain rea property located in the City of Stockton, County
of San Joaquin, State of California, commonly known as 400 East Main Street and more
particularly described in Exhibit “A”, together with all right, title and interest of Optionor in and
to all privileges, rights, easements, rights of way, and appurtenances belonging to the real
property, including without limitation, all minerals, oil, gas and other hydrocarbon substances on
and under the real property (collectively, the “Land”);

1.1.2. Improvements. All of Optionor’sright, title and interest in and to all
buildings, structures, systems, facilities, fixtures, parking structures, fences and parking areas
located on the Land and any and all machinery, equipment, apparatus and appliances used in

Ino
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connection with the operation or occupancy of the Land (such as facilities used to provide utility
services or other amenities on the Land) and other improvements located upon the Land
(collectively, the “ImprovementS’ and, together with the Land, the “Real Property”); provided,
how that inn | thet m“Imrv |nI i th h|II rh

mmonl knwn it 1 400;

1.1.3. Personal Property. All of Optionor’sright, title and interest in and to all
tangible and intangible personal property used in connection with the operation, use, maintenance,
or occupancy of the Property (collectively, the “Personal Property”);

1.1.4. Third Parties. All rights Optionor has or may have against third parties,
(including but not limited to, insuring and indemnifying entities) relating in any way to the use,
ownership, maintenance or operation of the Property; and

1.1.5. Entitlements. To the extent assignable, all of Optionor’sright, title and
interest in and to all (i) governmental permits, licenses, applications, subdivision maps,
entitlements, certificates, rights under development agreements and school fee mitigation
agreements, if any, building permit and development allocations, if any, and development rights
relating to the Real Property, (ii) utility and other permits relating to the Real Property, (iii) fee
credits applicable to the Real Property, license tax credits, and previoudly paid expenses, fees and
deposits (except for utility deposits paid by Optionor) applicable to the Real Property, and (iv)
warranties and guaranties relating to the Real Property (collectively, the “Entitlements’).

1.2. Option Term. “Option Term” shall mean the period of time that begins on the
Effective Date and ends at 5:00 p.m. Pacific Standard Time eight (8) years thereafter, plus any
partial calendar month following the Effective Date (the “Expiration Date”); provided, however,
that, in the event (i) the term of the New Lease is extended pursuant to the terms thereof, the
Option Term shall also be extended for each two (2) year extension term exercised under the New
Lease, such that the term of the New Lease and the Option Term shall be coterminous, or (ii) the
term of the New Lease isterminated for any reason prior to the Expiration Date , as may be
extended, then the Option Term shall also terminate and Optionee shall then be required to

acquwe the Property as otherwise set forth herem, Qrgwggj, f;;rthg, thi, ngtwﬁhg@g ng
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1.3. Manner of Exercise. Optionee shall exercise the Option, if at al, by delivering
written notice to Optionor i in the form attached hereto as Exhibit “ B” (“Option Exercise
Notice"), at atime-tha Ad that is prior
to the expiration of the Optron Term If the Optron IS not exercr%d as permrtted by this
Agreement prior to the expiration of the Option Term, then Optionee shall be required to obtain
title to the Property within ten (10) business from the Expiration Date and upon the terms and
conditions of this Agreement, as if Optionee had otherwise exercised its Option and proceed to
Closing hereunder.

1.4. Option Consideration. As consideration for Optionor’s granting of the Option_to.

M(the“omlonConsrderatron”) : t subject t A red’'sri ht nder thi

@;Q@th (thg “Rﬁ gg ip g; gg ), A g gj has agreed to oompromrsethe treatment of
rtsthe Bonds under the Plan of Adjustment apprevedrnthe@hapter—ggese{theiplanﬁ—md_o_

/ Trust Com which
Option Consrderatlon shall be deemed earned by Optionor as of the Effective Date, regardless of

if or When Optronee exercisesthe Optron, @g, in anitrgn thgeﬂrth, gggtrgngr hg@g agreesto

ARTICLE 2. PURCHASE PRICE.

The consideration for the Property shall be Assured’ s acceptance of, and performance of
its obligations under, the Plan_of Adjustment and such other good and valuable non-cash
consideration and de minimus cash consideration (not to exceed $1,000) as may be legally
sufficient, and while no material cash consideration shall be paid by Optionee to Optionor for the
Property, the purchase price (the “Purchase Price’) for the Property for accounting and tax
purposes shall be Assured’ s valuation of the Property, as determined by Assured inits sole
discretion prior to the Closing Date, subject to the credits, prorations and other adjustments
provided for in this Agreement, which shall in no event be less than the Option Consideration.

ARTICLE 3. DUE DILIGENCE.

3.1. DueDiligence Period. Prior to the Effective Date, Optionee conducted its due
diligence of the Property (the “Due Diligence Period”).

3.1.1. Direction to Conduct Due Diligence. Optionee acknowledgesthat it was
urged and invited to conduct a Due Diligence Investigation (as defined below) of the Property to
the extent necessary for Optionee to make a fully informed decision with respect to Optionee's
purchase and acquisition of the Property, regardiess of when exercised.

3.1.2. Accessto Information and the Property. Optionee had the right to
conduct an investigation of the Property during the Due Diligence Period. Thisinvestigation
(“Due Diligence Investigation™) included, without limitation and at Optionee's sole cost and
expense, the following: aphysical inspection of the Real Property, including, without limitation,
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soil, geological, environmental, structural, mechanical, engineering and other assessments and
tests; review of al governmental requirements and matters affecting the Property, including,
without limitation, all zoning and other land use restrictions, environmental and building permit
and occupancy matters; review of the condition of title to the Property and review of such other
matters pertaining to an investment in the Property as Optionee deems advisable.

3.2.  Provison of Due Diligence Documents. Notwithstanding Optionee’ s completion
of its Due Diligence Investigation and in no way extending the Due Diligence Period, within
fifteen (15) business days after the Effective Date, Optionor shall deliver to Optionee, copies of all
of the documents described in the remaining subsections of this Section 3.2 concerning the
Property which Optionor is able to locate through a reasonable search of Optionor’s records and
files (collectively, the “Due Diligence Documents’), and which are not confidential_(as required

pursuant to any confidentiality agreement that was then in effect entered into prior to the date
hereof with a third party) or privileged in nature.

3.2.1. Survey and Plans. Copies of any and all surveys, site plans, maps,
photographs, subdivision and parcel maps, and any and all as-built and/or origina construction
plans and specifications for any Improvements (collectively, the “Plans’);

3.2.2. SoilsReports. Any soils reports concerning the Land.

3.2.3. Engineers Reports. Including Environmental Site Assessments. Any
structural, mechanical, environmental or geological reports concerning the Real Property,
including, without limitation, environmental site assessments.

3.2.4. Notices. Copies of any notices received by Optionor from (i) any federdl,
state, county or municipal government, or political subdivision thereof, (ii) any governmental or
guasi-governmental agency, authority, board, bureau, commission, department, instrumentality or
public body, or (iii) any court, administrative tribunal or public utility (collectively, (i)-(iii), an
“Agency”), together with any correspondence to or from any Agency.

3.25. Agreements with Agencies. Except to the extent available in the public
record, copies of any agreements with any Agencies that affect the Real Property or to Optionor’s
knowledge, any property contiguous thereto; for purposes of this Agreement, the words “public
record” shall mean (i) the files and materials prepared and distributed by the City of Stockton, the
City Council or City planning staff, including hearings records or any other tangible record or
writing of any sub-agency or committee of the City, and (ii) any exception or document recorded
in the Official Records for the County of San Joaquin.

3.2.6. Litigation. Except to the extent they are privileged in any nature, copies
of all documents relating to any and all actions, suits, proceedings, judgments, orders, decrees or
governmental investigations pending with respect to the Property or Optionor’s ownership of the
Property, other than those relating to the Chapter 9 Case.

3.2.7. Contracts. Copies of al service, maintenance and property management
agreements relating to the Land and I mprovements (other than those entered into by or on behalf
of Optionee or Receiver).

o
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3.2.8. Insurance. Copies of binders for any current liability insurance policies
covering the Land and history of claims (other than those for insurance maintained by Optionee
or Receiver).

3.2.9. Entitlements. Except to the extent of availability to the general public or
as may be a part of the public record, copies of Entitlement records or permits, including without
limitation, environmental impact reports, specific plans, community facilities district documents,
conditions, covenants and restrictions, planned unit development documents, conditional use
permits, development agreements, local design guidelines, neighbor association agreements,
zoning maps, marketing studies, Agency reliance letters, utilities documents, “will serve” letters,
subdivision improvement agreements, stormwater permits, appraisals, correspondence, meeting
minutes and written summaries regarding any of the above.

3.3. Title Review.

3.3.1. Itemsto be Reviewed. Once Optionee exercisesits Option, Optionee
shall have the right to obtain and review the following items relating to title to the Real Property
(“Title Review™):

3.3.1.1. Title RepertPolicy. Anupdateto that certain policy of title
commitmentinsurance (the “Preliminary-Title RepertPalicy”) covering the Real Property and
attached hereto as Exhibit “C” asissued and committed to by ChicageFitleFirst American
Insurance Company (the “Title Company”), together with alegible copy of each document,
map and survey referred to therein (collectively, the “Review Supplements’); and

3.3.1.2. Survey. An ALTA survey of the Property (the “Survey”)
prepared by a surveyor of Optionee’s election and a Surveyor’ s Certificate obtained by Optionee,
at Optionee’ s option and expense.

3.3.2. Monetary Liens. At or prior to Closing, Optionor shall remove, at
Optionor’s expense, the following items as liens on the Property, (collectively, “M onetary
Liens’): al monetary liens shown on any Review Supplement that are recorded against the
Property as the result of Optionor’s direct action or direction, with Optionor being fully
responsible for any fees or penalties incurred in connection with the payment or satisfaction
thereof; provided, however, in no event shall Optionor be responsible for any other Monetary
Liens, including, without limitations, monetary liens recorded against the Property as the result of
any tenants' action or inaction or that of any third party.

3.3.3.  Required Removal. Inthe event that Optionor is required to remove an
exception under Section 3.3.2, but then failsto do so, it shall constitute a default under this
Agreement by Optionor. Notwithstanding any other provision of this Agreement, any exception
to any Review Supplement shall be a“Condition of Title” hereunder.

ARTICLE 4. CONDITIONS PRECEDENT.

4.1. Optionee's Conditions. Optionor shall timely fulfill each and al of the conditions
set forth in this Section 4.1 on or before the Closing Date, or such earlier date asis set forth
below. Each condition may be waived in whole or in part by Optionee by written notice to

lo
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Optionor. A failure to fulfill any of such conditions by Optionor shall constitute a default by
Optionor hereunder, except for failure of Section 4.1.1, which in no event shall constitute a
default of Optionor hereunder.

4.1.1. Updated Title Policy. ©ptieneeOptionor shall use commercially
reasonable efforts to assist Optionee in obtaining an irrevocable commitment from the Title

Company to issue an ALTA Extended Coverage Owner’s Policy of Title Insurance (“Updated
Title Policy”) to Optionee at Closing, showing feetitle to the Property vested in Optionee and
subject only to: (i) al matters disclosed on the Preliminary Title Repert—Policy or any Review
Supplement and exceptions that are not required to be removed pursuant to Section 3.3.2; and (ii)
the standard printed exceptions in the above-specified form of title insurance policy (collectively,
“Conditions of Title’); provided, however, that Optionee shall be responsible to deliver timely an
updated survey to the Title Company to alow the issuance of an ALTA Extended Coverage
Owner’s Policy.

4.1.2. Performance of Covenants. Optionor shall have performed and complied
in all materia respects with al of the terms of this Agreement to be performed and complied with
by Optionor prior to or at the Closing.

4.1.3. Representations and Warranties. The representations and warranties of
Optionor set forth in Article 5 shall be true and accurate on the Closing Date, as if made on such
date.

4.1.4. Cdlifornia Certification. Recelver, on behalf of Optionor, shall have
furnished the certification required pursuant to the California Revenue and Taxation Code
("*CR&T Code€’), inthe form required by the CR& T Code. The certifications referred to in this
subsection are referred to herein as the “Non-Foreign Certifications’.

4.2.  Optionor’s Conditions. If Optionee duly exercises the Option pursuant to the
terms of this Agreement, Optionor’s obligations to sell the Property under this Agreement are
expressy subject to the timely fulfillment of the conditions set forth in this Section 4.2 on or
before the Closing Date, or such earlier date asis set forth below. Each condition may be waived
in whole or part by Receiver, on behalf of Optionor, by written notice to Optionee. A failure to
fulfill any of such conditions by Optionee shall constitute a default by Optionee hereunder.

4.2.1. Covenants. Optionee shall have performed and complied in all material
respects with al of the terms of this Agreement to be performed and complied with by Optionee
prior to or at the Closing.

4.2.2. Representations and Warranties. The representations of Optionee set
forthin Article 6 shall be true and accurate in al materia respects on the Closing Date, as if made
on such date.

ARTICLES. OPTIONOR'SREPRESENTATIONS AND WARRANTIES;
OPTIONOR’'S DISCLOSURES.

Optionor hereby makes the following representations and warranties to Optionee, as of the
Effective Date, and as of the Closing Date, with the understanding that each such representation

I~
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and warranty is material and is being relied upon by Optionee. Whenever the words “Optionor’s
knowledge” are used in this Agreement, they shall mean the actual knowledge of the City

M anager-ane-the City-Attorney, the City Attorney and the Economic Development Director (or,
in lieu of the Economic Development Director, the other Optionor employee principally
responsible for Optionor-occupied real property assets) of the City of Stockton.

5.1.  Optionor’s Authority. The execution, delivery and performance of this Agreement
by Optionor have been duly and validly authorized by all necessary action and proceedings, and
no further action or authorization is necessary on the part of Optionor, any person or entity to
whom Optionor owes afiduciary duty or any other third party in order to consummate the
transactions contemplated herein.

5.2.  Foreign Person. Optionor isnot a“foreign person” within the meaning of Section
1445(f) of the Internal Revenue Code.

5.3. No Conflict. Neither the execution nor delivery of this Agreement by Optionor,
nor performance of any of its obligations hereunder, nor consummation of the transactions
contemplated hereby, shall conflict with, result in a breach of, or congtitute a default under, the
terms and conditions of the organizational documents pursuant to which Optionor was organized,
or any agreement to which Optionor is a party or is bound, or any order or regulation of any
court, regulatory body, administrative agency or governmental body having jurisdiction over
Optionor.

5.4. Accuracy. The copies of Due Diligence Documents provided from Optionor to
Optionee are accurate in al material respects.

5.5. Binding Effect of Documents. This Agreement and the other documents to be
executed by Optionor hereunder, upon execution and delivery thereof by Optionor (or by
Receiver, on Optionor’ s behalf), will have been duly entered into by Optionor, and will congtitute
legal, valid and binding obligations of Optionor, enforceable against Optionor in accordance with
their terms.

ARTICLE 6. OPTIONEE’SREPRESENTATIONS AND WARRANTIES.

Optionee makes and gives the following representations and warranties to and for
the benefit of Optionor, with the understanding that each such representation and warranty is
material and is being relied upon by Optionor:

6.1. Optionee’s Authority. The execution, delivery and performance of this Agreement
by Optionee have been duly and validly authorized by all necessary action and proceedings, and
no further action or authorization is necessary on the part of Optionee in order to consummate the
transactions contemplated herein.

6.2. No Conflict. Neither the execution nor delivery of this Agreement by Optionee,
nor performance of any of its obligations hereunder, nor consummation of the transactions
contemplated hereby, shall conflict with, result in a breach of, or constitute a default under, the
terms and conditions of the organizational documents pursuant to which Optionee was organized,
or any agreement to which Optionee is a party or is bound, or any order or regulation of any

loo
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court, regulatory body, administrative agency or governmental body having jurisdiction over
Optionee.

ARTICLE7. HAZARDOUSMATERIALS; RELEASE; INDEMNIFICATION.
7.1. Hazardous Materials Definitions. For purposes of this Agreement:

7.1.1.  “Environmental Law(s)” means the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980, 42 U.S.C. Sections 9601, et seq., the
Resource Conservation and Recovery Act of 1976, 42 U.S.C. Sections 6901 et seq., the Toxic
Substances Control Act, 15 U.S.C. Sections 2601 et seg., the Hazardous Materials
Transportation Act, 49 U.S.C. Sections 1801 et seg., the Clean Water Act, 33 U.S.C. Sections
1251 et seq., The Safe Drinking Water and Toxic Enforcement Act of 1986 (Cal. H&S Code
Sections 25249.5-25249.13), the Carpenter-Predey-Tanner Hazardous Substance Account Act
(Cal. H& S Code Sections 25300 et seq.), and the California Water Code Sections 1300, et seq.,
as said laws have been supplemented or amended to date, the regulations promulgated pursuant to
said laws and any other federal, state or local law, statute, rule, regulation or ordinance which
regulates or proscribes the use, storage, disposal, presence, cleanup, transportation or Release or
threatened Release into the environment of Hazardous Material.

7.1.2. *“HazardousMaterial” means any substance which (i) is designated,
defined, classified or subject to regulation as a hazardous or toxic substance, hazardous or toxic
material, hazardous or toxic waste, pollutant or contaminant under any Environmental Law, as
currently in effect or as hereafter amended or enacted, (ii) is or contains a petroleum hydrocarbon,
including crude oil or any fraction thereof and all petroleum products, (iii) is or contains PCBs,
(iv) isor contains lead, (V) is or contains asbestos, (vi) isor contains a flammable explosive, (vii)
is or contains an infectious material or (viii) is or contains a radioactive material.

7.1.3. “Release” means any spilling, leaking, pumping, pouring, emitting,
discharging, injecting, dumping or other active disposal into the environment of any Hazardous
Material (including the abandonment or discarding of barrels, containers, and other receptacles
containing any Hazardous Material).

7.2. Hazardous Material Representations. Optionee hereby acknowledges and accepts
that Optionor makes no representation or warranty regarding Hazardous Materials or the
Property and that Optionor shall not be bound by or required under this Agreement to make any
such disclosures with response to Environmental Laws or any Release, except as required by
Environmental Law.

ARTICLE 8. CLOSING.

8.1. Time. Provided Optionee has duly exercised the Option and all conditions set
forth in Article 4 have been either satisfied or waived, the parties shall close this transaction (the
“Closing”) onthe date (“Closing Date”) that is fifteen (15) days after the date of delivery of the
Option Exercise Notice by Optionee to Optionor or as required under Section 1.3 hereof.

8.2.  Escrow. Concurrently with Optionee's execution and delivery of this Agreement
to Optionor, Optionee shall deliver a copy of this Agreement to Chicago Title Company, 24300

ko
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Town Center Drive, Suite 320, Valencia, California 91355 (Attn: Maggie Watson) as escrow
holder (“Escrow Holder”), to establish an escrow (“Escrow”) for the transaction contemplated
herein. This Article 8, together with such additional instructions as Escrow Holder shall
reasonably request and the parties shall agree to, shall constitute the escrow instructions to
Escrow Holder. If thereis any inconsistency between this Agreement and the Escrow Holder’s
additional escrow instructions, this Agreement shall control unless the intent to amend this
Agreement is clearly stated in said additional instructions. Escrow Holder shall execute and
deliver a counterpart of this Agreement to each of Optionee and Optionor.

8.3.  Optionor’s Deposit of Documents and Funds Into Escrow. |f Optionee duly
exercises the Option, then Receiver shall deposit into Escrow on or before Closing Date the
following documents:

8.3.1. All of Escrow Holder’s fees, the Updated Title Policy Premium (both
CLTA and ALTA portion), including any endorsements to such Updated Title Policy, plus or
minus prorations as provided in Section 8.6, al as shown on the estimated closing statement
prepared by Escrow Holder pursuant to Section 8.6 below, in the form approved by Receiver and
Optionee (such deposit shall be made by means of an electronic transfer of immediately available
Federal fundsto Escrow Holder not later than one (1) business day prior to the scheduled Closing
Date);

8.3.2. A duly executed and acknowledged deed, in the form of Exhibit “F’,
conveying the Real Property to Optionee (“Quitclaim Deed”), executed by Receiver;

8.3.3. A duly executed and acknowledged bill of sale, in the form of Exhibit
*G”, conveying the Persona Property to Optionee, executed by Receiver (“Bill of Sale”);

8.3.4. A duly executed and acknowledged assignment of leases in the form of
Exhibit “H”, assigning the leases to Optionee, executed by Receiver (“Assignment of Leases’).

8.3.5. Recever’swritten authorization for Escrow Holder to pay, on behalf of
Optionor out of sale proceeds to which Optionor is otherwise entitled, the premium for the CLTA
portion of the Updated Title Policy, al recording fees, all transfer taxes and fees, one-half (¥2) of
Escrow Holder’ s fees, plus or minus prorations as provided in Section 8.6, all as shown on the
estimated closing statement prepared by Escrow Holder pursuant to Section 8.6 below, in the
form approved by Receiver and Optiones;

8.3.6.  Optionor’s Non-Foreign Certifications, executed by Optionor or
Receiver; and

8.3.7.  Such additional documents, including written escrow instructions
consistent with this Agreement, as may be reasonably necessary for the conveyance of the
Property to Optionee and the performance of Optionor’s obligations under this Agreement.

8.4. Optionee s Deposit of Documents and Funds. If Optionee duly exercises the
Option, Optionee shall deposit into escrow prior to the Closing (unless an earlier delivery date is
expressy provided for herein):

(S
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8.4.1. A duly executed and acknowledged Assignment of Leases executed by
Optiones;

8.4.2. Prorations as provided in Section 8.6, all as shown on the estimated
closing statement prepared by Escrow Holder pursuant to Section 8.6 below, in the form
approved by Receiver and Optionee (such deposit shall be made by means of an electronic transfer
of immediately available Federal funds to Escrow Holder not later than one (1) business day prior
to the scheduled Closing Date); and

8.4.3.  Such additiona documents, including written escrow instructions
consistent with this Agreement, as may be reasonably necessary for the conveyance of the
Property to Optionee and the performance of Optionee's obligations under this Agreement.

8.5. Closing. If Optionee has duly exercised the Option, then at such time as Escrow
Holder has received all documents and funds identified in Sections 8.3 and 8.4, and the Title
Company isirrevocably committed to issue the Updated Title Policy then, and only then, Escrow
Holder shall:

8.5.1. Recordthe Quitclaim Deed and Assignment of Leases,
8.5.2. Causethe Title Company to issue the Updated Title Policy to Optioneg;

8.5.3. Deliver to Optionee: (i) conformed copies (showing all recording
information thereon) of the Quitclaim Deed and Assignment of Leases; (ii) the Bill of Sale; and
(iii) the Non-Foreign Certifications; and

8.5.4. Deliver to Optionor and Receiver a conformed copy (showing all
recording information thereon) of the Quitclaim Deed and Assignment of Leases.

Escrow Holder also shal prepare and sign closing statements showing all receipts
and disbursements and shall deliver copies to Optionee, Receiver and Optionor along with the
other closing documents and items and, if applicable, shall file with the Internal Revenue Service
(with copies to Optionee and Optionor) the reporting statement required under Section 6045(e) of
the Internal Revenue Code.

8.6. Prorations/Expenses. Optionor and Optionee agree that all expenses relating to
the Property, including, without limitation, expenses related to property taxes, maintenance,
utilities and insurance shall be the responsibility of Optionee from and after the Closing Date (with
the Receiver, acting on behalf of the Optionor, responsible for al such expenses relating to the
Property prior to the Closing Date) and therefore, if Optionee duly exercises the Option, all
expenses of the Property shall be prorated as of 11:59 p.m. on the day immediately preceding the
Closing Date, based upon the exact number of days contained in the calendar month in which the
Closing Date occurs. Not less than five (5) business days prior to the Closing, Escrow Holder
shall submit to Receiver (on behalf of Optionor) and Optionee for approval by each of them a
tentative closing statement showing the categories and amounts of all prorations proposed and all
closing costs and expenses. The parties shall reasonably agree on afinal approved closing
statement and deliver the same to Escrow Holder not later than one (1) business day prior to the
scheduled Closing Date. If following the Closing either party discovers an error in the closing
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statement, it shall notify the other party and the parties shall promptly make any monetary
adjustment reasonably required to correct the closing statement error. Nothing in this section
shall be interpreted to impose any obligation on Optionee for Receiver’s premiums for any
insurance relating to the Property carried by Receiver. In no event shall this Section 8.6 limit
Optionee’ s obligations under Section 11.1.

8.6.1. Property Taxes. Notwithstanding anything to the contrary herein,
commencing on the Closing Date, al real and personal property ad valorem taxes and special
assessments, if any, whether payable in installments or not, including without limitation, all
supplemental taxes attributable to the period prior to the Closing Date (collectively, “Taxes’),
shall be paid for solely by Optionee, with no right to a credit or reimbursement therefore and, to
the extent applicable, shall be prorated to the Closing Date, based on the latest available tax bill.
If a supplemental tax bill isissued following the Closing Date that relates to any period of time
prior to the Closing Date, Optionor shall be responsible for the portion of the supplemental tax
bill that is alocable to the period of time covered by the bill that is prior to the Closing Date, and
Optionee shall be responsible for the portion, if any, of the supplemental tax bill that is allocable
to the period of time covered by the bill that is on or after the Closing Date.

8.6.2.  Utilities. Notwithstanding anything to the contrary herein, commencing
on the Closing Date, all gas, water, electricity, heat, fuel, sewer and other utilities and the
operating expenses relating to the Property shall be paid for solely by Optionee, with no right to a
credit or reimbursement therefore and, to the extent applicable, shall be prorated outside of
Escrow as of the Closing Date.

8.7. Possession. If Optionee duly exercises the Option, Optionor shall deliver
possession of the Property to Optionee on the Closing Date, subject to the Conditions of Title, to
the extent Optionee is not already in possession thereof.

ARTICLE 9. DAMAGE, DESTRUCTION AND CONDEMNATION.

Optionor shall promptly notify Optionee in writing of any damage to the Property
and of any taking or threatened taking that affects all or any materia portion of the Property.
Optionee and Optionor acknowledge and agreed that in no event shall any damage or
condemnation of the Property result in the termination of this Agreement and, further, that in all
events required under this Agreement, Optionee shall be required to acquire the Property. If
Optionee is obligated to close following any damage or condemnation, Optionee shall recelve an
assignment of any property damage insurance or condemnation proceeds to which Optionor may
be entitled.

ARTICLE 10. DEFAULT,; REMEDIES; AND RELEASE.

10.1. Optionor’s Default. “Optionor’s Default” shall mean a material default by
Optionor in the performance of its obligations under this Agreement that has not been cured
within five (5) business days after Optionor’s receipt of written notice from Optionee specifying in
reasonable detail the nature of the alleged default by Optionor; provided, however, that if the
default by its nature cannot reasonably be cured within said five (5) business day period, an
Optionor’s Default shall not be deemed to have occurred if Optionor commences to cure the

X
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default within said five (5) business day period and diligently proceeds to complete such cure
within thirty (30) days thereafter.

10.2. Optionee’s Default. “Optionee’ s Default” shall mean a materia default by
Optionee in the performance of its obligations under this Agreement that has not been cured
within five (5) business days after Optionee’s receipt of written notice from Optionor specifying in
reasonable detail the nature of the alleged default by Optionee; provided however, that if the
default by its nature cannot reasonably be cured within said five (5) business day period, a
Optionee’ s Default shall not be deemed to have occurred if Optionee commencesto cure the
default within said five (5) business day period and diligently proceeds to complete such cure
within thirty (30) days thereafter.

10.3. Remedies.

10.3.1. Upon the occurrence of an Optionor’s Default, Optionee shall be entitled
to pursue all rights and remedies available under this Agreement, at law and/or in equity (subject
to Section 28-310.4 below), including, but not limited to, specific performance.

10.3.2.  Upon the occurrence of an Optionee’ s Default, Optionor shall be entitled
to pursue all rights and remedies available under this Agreement, at law and/or in equity (subject
to Section 10.4 below), including but not limited to specific performance; provided, however, that
Optionor shall not have the right to seek or recover consequential, speculative or punitive
damages.

10.3.3. No termination of the Escrow by Optionee or Optionor following a
breach by the other party shall be deemed to waive such breach or any remedy otherwise available
hereunder to the non-breaching party.

10.4. Judicial Reference; Waiver of Jury Trial. Any dispute, claim, controversy or action
between the parties{ecHectively,“Dispute™) arising directly or indirectly out of or in any way
relating to this Agreement or the Property_(collectively, “Dispute”’) shall be resolved by a genera
judicia reference and a statement of decision issued thereon pursuant to California Code of Civil
Procedure 8 638, and/or other successor or applicable statute, court rule or provision of law, in
accordance with the provisions set forth below:

10.4.1. The parties expressly waive any right to atrial by jury for any Dispute to

the full extent permitted by law. Such Dispute shall be tried by ajudicia referee as judge pro tem
under an order of general judicia reference to try and determine all issues of fact and law,

whether legal or equitable, and to |$ue astatement of demson thereon, to be chosen by the
parnes #emmmm alis '

then the retired judge or justlce who shall act asthe referee shall by appomted by the Los Angeles
County Superior Court in accordance with California Code of Civil Procedure § 640, and/or other
successor or applicable statute, court rule, or provision of law, with each of the parties entitled to
only one disgualification pursuant to California Code of Civil Procedure § 170.6, which right to
disqualification must be exercised, if at all, at the hearing on the petition to obtain the judicial
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reference order and/or to have the referee appointed. The action shall be conducted and the
issues determined in compliance with all judicial rules and all statutory and decisional law of the
State of Californiaasif the matter were formally litigated in the Superior Court and not by way of
judicia reference.

10.4.2. The cost of the reference shall initially be borne pro rata by the parties,
but the prevailing party shall be entitled to obtain reimbursement for its pro rata share of the
reference cost, and shall be awarded its attorneys and experts fees and al other costs and
expenses of litigation pursuant to Section 12.9 below.

10.4.3. The referee shall conduct and decide al pretria, trial and post trial
procedures which may arise as if the matter were formally litigated in the Superior Court, and
shall issue a written statement of decision. The judgment entered upon the decision of the referee
shall be subject to al post trial procedures and to appeal in the same manner as an appeal from
any order or judgment in acivil action. All rules of evidence as set forth in the California
Evidence Code, all rules of discovery as set forth in the California Code of Civil Procedure, other
applicable Cdlifornia and federal statutory and decisional law, and al rules of court shall be
applicable to any proceeding before the referee.

10.4.3.1. Thisjudicia reference agreement may be specifically enforced by
the filing of a complaint or petition or motion seeking specific enforcement as may be directed by
applicable statute and/or rule of court.

10.4.3.2. The parties agree and consent to the exclusive jurisdiction and
venue of the Los Angeles County Superior Court, and specifically recognize and acknowledge the
waiver of ther right to remove any action to federal court on the basis of diversity jurisdiction or
on any other basis.

10.4.3.3. The parties may apply to the Los Angeles County Superior Court
for injunctive or other prejudgment relief prior to the appointment of the referee, and such
application and related proceedings prior to the appointment of the referee shall not be a waiver
of the enforceability and application of this judicial reference agreement to such Dispute or any
other Dispute.

OPTIONEE AND OPTIONOR EACH HEREBY EXPRESSLY, IRREVOCABLY, FULLY
AND FOREVER RELEASES, WAIVES AND RELINQUISHES ANY AND ALL RIGHT TO
TRIAL BY JURY AND ALL RIGHT TO RECEIVE PUNITIVE, EXEMPLARY AND
CONSEQUENTIAL DAMAGES FROM THE OTHER (OR ANY PAST, PRESENT OR
FUTURE BOARD MEMBER, TRUSTEE, DIRECTOR, OFFICER, EMPLOY EE, AGENT,
REPRESENTATIVE, OR ADVISOR OF THE OTHER) IN ANY CLAIM, DEMAND,
ACTION, SUIT, PROCEEDING OR CAUSE OF ACTION IN WHICH OPTIONEE AND
OPTIONOR ARE PARTIES, WHICH IN ANY WAY (DIRECTLY OR INDIRECTLY)
ARISES OUT OF, RESULTS FROM OR RELATES TO ANY OF THE FOLLOWING, IN
EACH CASE WHETHER NOW EXISTING OR HEREAFTER ARISING AND WHETHER
BASED ON CONTRACT OR TORT OR ANY OTHER LEGAL BASIS: THIS
AGREEMENT; THE PROPERTY; ANY PAST, PRESENT OR FUTURE ACT, OMISSION,
CONDUCT ORACTIVITY WITH RESPECT TO THISAGREEMENT OR ANY PAST OR
PRESENT (BUT NOT FUTURE) ACT, OMISSION OR CONDUCT WITH RESPECT TO
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THE PROPERTY; ANY TRANSACTION, EVENT OR OCCURRENCE CONTEMPLATED
BY THIS AGREEMENT; THE PERFORMANCE OF ANY OBLIGATION OR THE
EXERCISE OF ANY RIGHT UNDER THIS AGREEMENT; OR THE ENFORCEMENT OF
THISAGREEMENT. OPTIONEE AND OPTIONOR EACH AGREES THAT THIS
AGREEMENT CONSTITUTESWRITTEN CONSENT THAT TRIAL BY JURY SHALL BE
WAIVED IN ANY SUCH CLAIM, DEMAND, ACTION, SUIT, PROCEEDING OR OTHER
CAUSE OF ACTION PURSUANT TO CALIFORNIA CODE OF CIVIL PROCEDURE
SECTION 631 AND AGREES THAT OPTIONEE AND OPTIONOR EACH SHALL HAVE
THE RIGHT AT ANY TIME TO FILE THISAGREEMENT WITH THE CLERK OR JUDGE
OF ANY COURT IN WHICH ANY SUCH CLAIM, DEMAND, ACTION, SUIT,
PROCEEDING OR OTHER CAUSE OF ACTION MAY BE PENDING AS STATUTORY
WRITTEN CONSENT TO WAIVER OF TRIAL BY JURY IN ACCORDANCE WITH
CALIFORNIA CODE OF CIVIL PROCEDURE SECTION 631.

Optionor Initials: Optionee Initials:

10.5. Release. Subject to the representations and warranties of Optionor contained in
Section 5 hereof, Optionee on behalf of itself and its successors and assigns waives itsright to
recover from, and forever releases and discharges, Optionor, Optionor’s affiliates, Optionor’s
investment advisor, the partners, trustees, beneficiaries, shareholders, members, managers,
directors, officers, employees and agents and representatives of each of them, and their respective
heirs, successors, personal representatives and assigns (collectively, the “Optionor Related
Parties’), from any and all demands, claims, legal or administrative proceedings, losses, liahilities,
damages, pendlties, fines, liens, judgments, costs or expenses whatsoever (including, without
limitation, court costs and attorneys fees and disbursements), whether direct or indirect, known
or unknown, foreseen or unforeseen, that may arise on account of or in any way be connected
with or related to the Property, this Agreement and/or the transactions contemplated hereunder,
including, without limitation (i) the physical condition of the Property including, without
limitation, all structural and seismic elements, all mechanical, electrical, plumbing, sewage,
heating, ventilating, air conditioning and other systems, the environmental condition of the
Property and the presence of Hazardous Materials on, under or about the Property, (ii) any law or
regulation applicable to the Property, including, without limitation, any Environmental Law and
any other federal, state or local law, (iii) the Due Diligence Documents, (iv) any Conditions of
Title Matter or (v) any other matter, save and except for any paid to Optionee from proceeds of
insurance carried by Optionor, or otherwise, or related to or arising out of, Optionor’s gross
negligence, willful misconduct or fraud.

Further, Optionee hereby agrees, represents and warrants that Optionee realizes and
acknowledges that factual matters now unknown to it may have given or may hereafter give rise
to causes of action, claims, demands, debts, controversies, damages, costs, losses and expenses
and other claims and liabilities which are presently unknown, unanticipated and unsuspected, and
Optionee further agrees, represents and warrants that the waivers and releases herein have been
negotiated and agreed upon in light of that realization and that Optionee nevertheless hereby
intends to release, discharge and acquit Optionor and the Optionor Related Parties from any such
unknown causes of action, claims, demands, debts, controversies, damages, costs, losses and
expenses and other claims and liahilities.

&
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Optionor has given Optionee material concessions regarding this transaction in exchange for
Optionee agreeing to the provisions of this Section. Optionee has initialed this Section to further
indicate its awareness and acceptance of each and every provision hereof; provided, however that
failure of Optionee to initial this Section 3.:710.5 below shall not invalidate this Section nor any
other provision of this Agreement.

OPTIONOR OPTIONEE

ARTICLE 11. HOLDING PERIOD OBLIGATIONS.

11.1. Optionee Indemnity. Notwithstanding anything in this Agreement to the contrary,
Optionee shall indemnify, defend and hold harmless Optionor and Optionor Related Parties from
and against any and al claims, liahilities, losses, costs, damages, injuries or expenses, including
reasonable attorneys fees directly related to or arising out of Optionor’s ownership of the
Property first arisng between the Effective Date until the Closing Date (the “Holding Period”),
save and except for any_amounts paid to Optionor from proceeds of insurance carried by
Optionee, or otherwise, or related to or arising out of Optionor’s gross negligence, willful
misconduct, fraud or breach of this Agreement. The foregoing indemnity shall survive beyond the
Closing, or, if the saleis not consummated, beyond the termination of this Agreement..-

11.2. Optionee Gross Revenue Rights. During the Holding Period, either Optionee or
Assured shall be entitled to any and al Gross Revenue (as defined below) from the Property, al to
be delivered directly by Receiver either to Optioneepursdant-to_or Assured, consistent with that
0 I ———— e e e e
AUTFHORIYReceivership Order. Asused herein, “Gross Revenue” means all revenues of
every kind resulting from the ownership, occupancy or operation of the Property and all of its
facilities (including without limitation parking facilities) from guests, visitors, tenants, licensees,
concessionaires, and other persons occupying space or rendering servicesin, at, on or from the
Property.

ARTICLE 12. GENERAL.

12.1. Notices. All notices, demands, approvals, and other communications provided for
in this Agreement shall be in writing and shall be effective (i) when personaly delivered to the
recipient at the recipient’s address set forth below; (ii) upon receipt by recipient or first attempted
delivery by United States mail, postage prepaid, by registered or certified mail, return receipt
requested, addressed to the recipient as set forth below; (iii) one (1) business day after deposit
with arecognized overnight courier or delivery service, addressed to the recipient as set forth
below; or (iv) confirmation of receipt of facsimile transmission. If the date on which any notice to
be given hereunder falls on a Saturday, Sunday or legal holiday, then such date shall automatically
be extended to the next business day immediately following such Saturday, Sunday or legal
holiday.

5
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The addresses for notice are:

Optionor: The City of Stockton
425 N. El Dorado Street
Second Foor
Stockton, CA 95202
Attn: City Manager
FAX:

with a copy to: Orrick, Herrington & Sutcliffe, LLP
The Orrick Building
405 Howard Street
San Francisco, CA 94105
Attn: John Knox
FAX: (415) 773-5759

Optionee: Four Hundred Main Street
LLC
Attn:
FAX:
with a copy to: Assured Guaranty
31 West 52nd Street

New York, NY 10019
Attn: Terence L. Workman
FAX: (212) 857-0302

and a copy to: Sidley Austin LLP
555 West Fifth Street, Suite 4000
Los Angeles, CA 90013
Attn: Witham B Jeffrey E. ElisBjork, Esg.
FAX: (213) 896-6600

Either party may change its address by written notice to the other given in the manner set forth
above.

12.2. Entire Agreement. This Agreement and the Schedules and Exhibits hereto contain
the entire agreement and understanding between Optionee and Optionor concerning the subject
matter of this Agreement and supersede all prior agreements, terms, understandings, conditions,
representations and warranties, whether written or oral, made by Optionee or Optionor
concerning the Property or the other matters which are the subject of this Agreement. This
Agreement has been drafted through a joint effort of the parties and, therefore, shall not be
construed in favor of or against either of the parties, and shall be construed as awholein
accordance with its fair meaning, and without regard to California Civil Code Section 1654 or
similar statutes.

K
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12.3. Amendments and Waivers. No addition to or modification of this Agreement shall
be effective unless set forth in writing and signed by the party against whom the addition or
modification is sought to be enforced. The party benefited by any condition or obligation may
waive the same, but such waiver shall not be enforceable by another party unless made in writing
and signed by the waiving party.

12.4. Invalidity of Provision. If any provision of this Agreement as applied to either
party or to any circumstance shall be adjudged by a court of competent jurisdiction to be void or
unenforceable for any reason, the same shall in no way affect (to the maximum extent permissible
by law) any other provision of this Agreement, the application of any such provision under
circumstances different from those adjudicated by the court, or the validity or enforceability of
this Agreement as awhole.

12.5. Exhibits; References. Unless otherwise indicated, (i) all Article, Section, Schedule
and Exhibit references are to the articles, sections, schedules and exhibits of this Agreement, and
(i) al referencesto days are to calendar days. All the Schedules and Exhibits attached hereto are
incorporated herein by this reference. Whenever under the terms of this Agreement the time for
performance of a covenant or condition falls upon a Saturday, Sunday or California state holiday
(including, without limitation, the Closing Date), such time for performance shall be extended to
the next business day. The headings used in this Agreement are provided for convenience only
and this Agreement shall be interpreted without reference to any headings. The masculine,
feminine or neuter gender and the singular or plural number shall be deemed to include the others
whenever the context so indicates or requires.

12.6. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California applicable to contracts made and to be
performed in California, without reference to choice of law doctrines. Optionee and Optionor
each acknowledge and agree that subject to Section 10.4 above, the Superior Court of the State
of Californiain and for the County of Los Angeles and the associated federal and appellate courts
shall have exclusive jurisdiction to hear and decide any dispute, controversy or litigation regarding
the enforceability or validity of the terms of this Agreement.

12.7. Confidentiality and Publicity. Prior to the Closing, the parties shal at all times
keep this transaction and any documents received from each other confidential, except to the
extent necessary to (i) comply with applicable law and regulations, or (ii) carry out the obligations
or investigations set forth in this Agreement; provided, however, that Optionor and Optionee each
shall have the right to disclose such itemsto their respective legal and financial advisors and
consultants, and to prospective investors, partners, brokers, lenders and purchasers so long as, in
each such case, the disclosing party advises each recipient of any such item of the foregoing duty
of confidentiality and the recipient agrees to be bound thereby. Any such disclosure to third
parties shall indicate that the information is confidential and should be so treated by the third
party. No pressrelease or other public disclosure may be made by either party or any of its agents
concerning this transaction without the prior written consent of the other party.

12.8. Time of Essence. Timeis of the essence of this Agreement and the performance of
the parties respective obligations under this Agreement, and is a material term of this Agreement.

&
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12.9. Attorneys Fees. Optionee and Optionor each shall bear their respective attorneys
fees and costs in connection with the negotiation and preparation of this Agreement and the
consummation of the transaction contemplated by this Agreement. In the event of any legal or
equitable proceeding (including, but not limited to, proceedings under Section 10.4 above) arising
out of this Agreement, the prevailing party in such proceeding shall be entitled to recover its
reasonable costs and expenses, including, without limitation, reasonable attorneys' fees and costs
of defense paid or incurred in good faith, and upon appeal.

12.10. Assignment. This Agreement shall inure to the benefit of and be binding upon the
parties hereto and their respective successors and assigns; provided, however, that Optionee shall
have the right to assign all or any portion of itsinterest in this Agreement without Optionor’s
consent. Following any such assignment, Optionee shall be fully released from all of its
obligations under this Agreement.

12.11. Further Assurances. Each party to this Agreement shall, at no material cost or
expense to the other party, execute, acknowledge and deliver any further deeds, assignments,
conveyances and other assurances, documents and instruments of transfer reasonably requested by
the other party and shall take any other action consistent with the terms of this Agreement that
may reasonably be requested by the other party for the purpose of transferring and conveying to
Optionee, or reducing to Optionee' s possession, any or all of the Property or otherwise carrying
out the terms of this Agreement, including, without limitation, the prorations contemplated herein.

12.12. No Third Party Beneficiaries. Nothing in this Agreement, express or implied, is
intended to confer any rights or remedies under or by reason of this Agreement on any person
other than the partiesto it and their respective permitted successors and assigns, nor is anything in
this Agreement intended to relieve or discharge any obligation of any third person to any party
hereto or give any third person any right of subrogation or action over against any party to this
Agreement.

12.13. Remedies Cumulative. Except as expressly set forth herein, the remedies set forth
in this Agreement are cumulative and not exclusive to any other legal or equitable remedy
available to a party.

12.14. Commissions, Indemnity. Each party hereby indemnifies and agrees to protect,
defend and hold harmless the other party from and against all liability, cost, damage or expense
(including without limitation attorneys fees and costs incurred in connection therewith) on
account of any brokerage commission or finder’s fee which the indemnifying party has agreed to
pay or which is claimed to be due as a result of the actions of the indemnifying party. This
Section 12.14 isintended to be solely for the benefit of the parties hereto and is not intended to
benefit, nor may it be relied upon by, any person or entity not a party to this Agreement.

12.15. Counterparts. This Agreement may be executed in one or more counterparts, each
of which shall be deemed an original, but all of which together shall constitute one and the same
instrument. Signature pages may be detached from the counterparts and attached to a single copy
of this Agreement to physically form one document.

ks
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12.16. Survival of Covenants, Representations and Warranties.

12.16.1. Optionee. Each covenant, representation and warranty of Optionee
contained in this Agreement shall survive the Closing and the delivery and recordation of the
Quitclaim Deed for a period of six (6) months; any action or proceeding against Optionee based
upon a breach of any covenant, representation or warranty of Optionee contained in this
Agreement or otherwise concerning the Property shall be filed and served upon Optioneg, if at all,
not later than the date that is six (6) months after the Closing.

12.16.2. Optionor. Each covenant, representation and warranty of Optionor
contained in this Agreement shall survive the Closing and the delivery and recordation of the
Quitclaim Deed for a period of six (6) months; any action or proceeding against Optionor based
upon a breach of any covenant, representation or warranty of Optionor contained in this
Agreement or otherwise concerning the Property shall be filed and served upon Optionor, if at all,
not later than the date that is six (6) months after the Closing.

[signatures follow on next page]

(S
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IN WITNESS WHEREOF, the parties have executed this Agreement, and it is
effective, as of the Effective Date.

OPTIONOR:

THE CITY OF STOCKTON,
amunicipal corporation

By:
Name:
Title:

OPTIONEE:

& FOUR

HUNDRED MAIN STREET LL
D Limited Liabilit m

By:
Name:
Title:
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ACCEPTANCE BY ESCROW HOLDER

Escrow Holder acknowledges receipt of the foregoing Agreement and accepts the
instructions contained therein.

Dated: , 203420 Chicago Title Insurance Company

By:
Name:
Title:
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COLLECTIVE EXHIBIT 2

NPFG ARENA SETTLEMENT DOCUMENTS
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FORBEARANCE AGREEMENT

(2004 Arena Bonds)

THIS FORBEARANCE AGREEMENT (the “Agreement”) ismade asof this___ day
of , 26342015 by and among the City of Stockton, California (the “City”), Wells
Fargo Bank, National Association, as Trustee (the “2004 Arena Bond Trustee”), the City, asthe
Successor Agency (defined below), and National Public Finance Guarantee Corporation
(*NPFG” and collectively with the City, the Successor Agency, and the 2004 Arena Bond
Trustee, the “Parties’) based on the facts and understandings set forth below.

RECITALS

A. Pursuant to the terms of that certain Indenture of Trust made and entered into as
of March 1, 2004 (the “2004 Arena Indenture’) by and between the Redevelopment Agency of
the City of Stockton (the “Agency”) and the 2004 Arena Bond Trustee, the Agency issued its
Redevelopment Agency of the City of Stockton Revenue Bonds, Series 2004 (Stockton Events
Center — Arena Project) (collectively, the “2004 Arena Bonds’) in the original aggregate
principal amount of $47,000,000 for the purpose of providing funds to finance a portion of the
costs of constructing the Arena (defined below), to fund two years capitalized interest on the
2004 Arena Bonds, to fund a reserve account for the 2004 Arena Bonds and to pay certain costs
of issuance of the 2004 Arena Bonds.

B. Pursuant to that certain Site Lease (the “Arena Lease Out”) dated as of March 1,
2004, between the City (as lessor) and the Agency (as lessee), the City leased to the Agency
certain real property located in San Joaquin County, State of Californiaidentified as Parcel 4, as
shown on that Parcel Map filed for record in the office of the Recorder of the County of San
Joaguin, State of California, on March 4, 2003, in Book 23 of Maps, page 15 (the “Site”).

C. Contemporaneously therewith, the City and the Agency entered into that certain
Lease Agreement (the “Arena Lease Back”), dated as of March 1, 2004, pursuant to which the
Agency leased to the City the Site and the Arena (collectively, the “Property”).

D. Pursuant to the Arena Lease Back, among other things, the City agreed to pay to
the Agency, as rental for the use and occupancy of the Property, the Lease Payments (as defined
in the Arena Lease Back), which Lease Payments were denominated in principal and interest
components payable at the times and in the amounts necessary to alow the Agency to make full
and timely payments on the 2004 Arena Bonds from the L ease Payments.

E. Pursuant to the 2004 Arena Indenture, and as memorialized in that certain
Memorandum of Assignment of Lease dated as of March 1, 2004 by and between the Agency and
the 2004 Arena Bond Trustee (the “Memorandum of Assignment of Lease” ), the Agency
assigned to the 2004 Arena Bond Trustee all of the rights of the Agency under the Arena Lease
Back (other than certain rights expressy reserved by the Agency), including, without limitation,
the right to receive and collect al of the Lease Payments from the City under the Arena Lease
Back and the rights and remedies conferred on the Agency pursuant to the Arena Lease Back.

US_ACTIVE\44373671\18\64984.0003
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F. To provide additional security for the repayment of the obligations with respect to
the 2004 Arena Bonds, the Agency and the City entered into that certain Pledge Agreement,
dated as of March 1, 2004 (the “Pledge Agreement”), pursuant to which the Agency agreed to
make payments of Tax Revenues (defined below) to the City arising from the Project Area (as
defined in the Pledge Agreement) under, and pursuant to, Chapter 4 of Part 1 of Division 24 of
the California Health and Safety Code, and which payments would be applied to pay debt service
on the 2004 Arena Bonds, with a corresponding reduction in Lease Payments.

G. The Agency’s obligation to make payments under the Pledge Agreement to the
City was secured by a pledge of, and first lien on and security interest in, the Tax Revenues.

H. Pursuant to that certain Assignment of Pledge, dated as of March 1, 2004 by and
between the City and the 2004 Arena Bond Trustee (the “Assignment of Pledge’), the City
assigned to the 2004 Arena Bond Trustee the City’ s right to receive the Pledge Payments (defined
below) from the Agency under the Pledge Agreement.

l. NPFG, as successor to Financia Guaranty Insurance Company, insures the
payment of principal of and interest on the 2004 Arena Bonds, when due, subject to the terms and
conditions set forth in that certain Municipal Bond Insurance Policy No. 04010198 (the “2004
Arena Bond Policy”).

J On June 29, 2011, the State of California adopted Assembly Bill x1 26 (as
amended, “AB 26") dissolving all existing California redevelopment agencies (including the
Agency), effective February 1, 2012, and allowing each city or county as applicable, to establish
itself as the successor agency to its redevelopment agency.

K. In accordance with AB 26, on August 23, 2011, the City passed a resolution
stating that it would serve as the successor agency to the Agency. Accordingly, the Successor
Agency has succeeded to the rights and obligations of the Agency.

L. On June 28, 2012, the City filed a petition for relief under chapter 9 of title 11 of
the United States Code (the “Bankruptcy Code’) in the United States Bankruptcy Court for the
Eastern District of Cdlifornia (the “Bankruptcy Court™) commencing the case styled In re City of
Sockton, California, Case No. 2012-32118 (the “Bankruptcy Case”).

M. On June 12, 2013, following hearings conducted before the Bankruptcy Court
concerning the City’s eligibility to be a debtor under chapter 9 of the Bankruptcy Code (the
“Eligibility Contest”), the Bankruptcy Court entered an order for relief with respect to the City.

N. On or about November 21,15, 2013, the City filed the Plan in the Bankruptcy
Court.

O. As of the date hereof, the Plan is pending confirmation by the Bankruptcy Court.

P. As of the date hereof, the City expressly acknowledges that (i) it isin materia
default under the terms of the Existing Bond Documents (defined below) by reason of, the
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Existing Defaults (defined below) set forth on Exhibit A hereto, and (ii) the Existing Defaults
have occurred and are continuing.

Q. In accordance with the terms of the 2004 Arena Indenture, as the result of the
existence of such Existing Defaults, the 2004 Arena Bond Trustee is now entitled, among other
things, to exercise its rights and remedies under the terms of the 2004 Arena Indenture and the
other Existing Bond Documents.

R. Without prejudice to the exercise of any of the 2004 Arena Bond Trustee's or
NPFG’srights or remedies arising as aresult of the Existing Defaults, the 2004 Arena Bond
Trustee, at the direction of NPFG, and NPFG are willing to forbear from exercising any of their
rights and remedies arising from the occurrence or continuation of any Existing Defaults until the
occurrence of a Termination Event (defined below) upon the terms and conditions set forth
below.

NOW, THEREFORE, in exchange of fair and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, each of the Parties hereto agrees as follows:

AGREEMENT

ARTICLE 1
DEFINITIONS

Section 1.1  Certain Defined Terms. The following terms used herein shall have the
respective meanings as defined (or otherwise indicated) below:

€)) 2004 Arena Bond Trustee has the meaning ascribed to it in the preamble of
this Agreement.

(b) 2004 Arena Bond Policy has the meaning ascribed to it in the Recitals,

above.

(© 2004 Arena Bonds has the meaning ascribed to it in the preamble of this

Agreement.

(d) 2004 Arena Indenture has the meaning ascribed to it in the Recitals, above.

(e 2004 Parking Bonds means the Stockton Public Financing Authority Lease
Revenue Bonds (Parking and Capital Projects), Series 2004 in the aggregate principal amount of
$32,785,000.

)] 2004 Parking Bond Trustee means Wells Fargo Bank, National
Association, in its capacity as trustee under the 2004 Parking Indenture.

(9 2004 Parking Indenture means that certain Indenture of Trust dated as of
June 1, 2004 by and between the Authority and the 2004 Parking Bond Trustee.

(h) AB 26 has the meaning ascribed to it in the Recitals, above.

-3
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() AB 506 Process means the neutral evaluation process in which the City
participated between March 27, 2012 and June 25, 2012, pursuant to Assembly Bill 506, codified
at California Government Code section 53760, et seqg.

()] Agency has the meaning ascribed to it in the Recitals, above.
(k) Agreement has the meaning ascribed to it in the preamble, above.

0] Amended and Restated Pledge Agreement means that certain Amended and
Restated Pledge Agreement by and between the City of Stockton, as Successor Agency to the
Redevelopment Agency of the City of Stockton, and the City of Stockton, dated as of the
Effective Date, substantially in the form annexed as Exhibit B hereto.

(m)  Arenameans the arena component of the Stockton Events Center
consisting of approximately 220,000 square feet of space, including media facilities, food services,
aplaying field, officials facilities and various support facilities for minor league ice hockey,
indoor soccer, concerts and other events located on the Site.

(n) Arena Contract Collateral has the meaning ascribed to it in Section 2.3(a)

hereof.
(o)  ArenaContracts has the meaning ascribed to it in Section 2.3(a)(iii) hereof.
(9)] Arena L eases has the meaning ascribed to it in Section 2.3(a)(i) hereof.
(@ Arena L ease Back has the meaning ascribed to it in the Recitals, above.
(n Arena L ease Out has the meaning ascribed to it in the Recitals, above.
(9 Assignment of Pledge has the meaning ascribed to it in the Recitals, above.
(t) Authority means the Stockton Public Financing Authority.

oot (v Automatic Termination Date has the meaning ascribed to it in Section 4.2

ereof.

(V) Bankruptcy Case has the meaning ascribed to it in the Recitals, above.

(w)  Bankruptcy Code has the meaning ascribed to it in the Recitals, above.

x) Bankruptcy Court has the meaning ascribed to it in the Recitals, above.

(y) Bond Documents means the Existing Bond Documents (other than the
Pledge Agreement), this Agreement, the Amended and Restated Pledge Agreement, and any other
agreement, instrument or document executed in connection with this Agreement or the Amended
and Restated Pledge Agreement relating to the 2004 Arena Bonds.
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(2 Business Day means a day other than a Saturday, a Sunday, or any other
day on which banking institutions in New Y ork, New Y ork are required or authorized to close by
law or executive order.

(aa)  City has the meaning ascribed to it the preamble of this Agreement.

(bb)  Conditions Precedent means the conditions precedent to the effectiveness
of this Agreement, as set forth in Article 4 hereof.

(cc)  Confirmation Order means the order, in the form and substance reasonably
satisfactory to NPFG and the 2004 Arena Bond Trustee, entered by the Bankruptcy Court
confirming the Plan.

(dd) Contracting Parties has the meaning ascribed to it in Section 2.3(a)(iii)

hereof.
(ee)  Effective Date has the meaning ascribed to it in the Plan.

(ff) Eligibility Contest has the meaning ascribed to it in the Recitals, above.

(gg) Existing Bond Documents means the Arena Lease Out, the Arena Lease
Back, the 2004 Arena lndenture, the Pledge Agreement, the Assignment of Pledge, the
Memorandum of Assignment of Lease, the 2004 Arena Bond Policy and any other documents,
instruments and agreements executed in connection with the issuance of, or evidencing or
securing, the 2004 Arena Bonds.

(hh)  Existing Defaults means the defaults set forth on Exhibit A attached
hereto, including, without limitation, the City’s commencement of the Bankruptcy Case.

(i) Final Order means a judgment, order, ruling, or other decree issued and
entered by the Bankruptcy Court or by any state or other federal court or other tribunal having
jurisdiction over the subject matter thereof which judgment, order, ruling, or other decree has not
been reversed, stayed, modified, or amended and as to which (i) the time to appeal or petition for
review, rehearing, or certiorari has expired and no appeal or petition for review, rehearing, or
certiorari is then pending or (ii) any appeal or petition for review, rehearing, or certiorari has been
finally decided, and no further appeal or petition for review, rehearing, or certiorari can be taken
or granted.

() Forbearance Period has the meaning ascribed to it in Section 2.1(a) hereof.

(kk)  Forbearing Parties means NPFG and the 2004 Arena Bond Trustee.

(D)} Judgment by Confession means the-entry-of-a judgment by confession and
declaration of counsel substantialy in the fermforms annexed as composite Exhibit D hereto.

(mm) Lease Payments has the meaning ascribed to it in the 2004 Arena

I ndenture.
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(nn)  Memorandum of Assignment of L ease has the meaning ascribed to it in the
Recitals, above.

(0o) No Adverse Effect Opinion means an opinion of nationally recognized
bond counsel to be delivered to NPFG and the 2004 Arena Bond Trustee in substantially the form
annexed as Exhibit E hereto.

(pp) NPEG has the meaning ascribed to it in the preamble of this Agreement.

(qg) Parking Authority means that certain parking authority to be created
pursuant to the terms of the Parking Forbearance Agreement.

(rr)  Parking Forbearance Agreement means that certain Forbearance
Agreement, among the City, the Authority, the Parking Authority, NPFG, and the 2004 Parking
Bond Trustee dated as of the date hereof relating to the 2004 Parking Bonds.

(ss)  Parties has the meaning ascribed to it in the preamble of this Agreement.

Stockton, California, € ; _20
ified (A 2014) [Dkt. No. 1
| t in Connection with the First Am Plan For The Adjustment Of Debts Of City Of
Stockton, California, As Modified (August 8, 2014) [Dkt. No. | (as confirmed by the

Bankruptcy Court pursuant to the Confirmation Order).

(tt) Plan means the First Amended Plan for Adjustment of Debts of the City of

(uu)  Pledge Agreement has the meaning ascribed to it in the Recitals, above.

(vw) Pledge Payments prior to the Effective Date has the meaning ascribed to it
in the Pledge Agreement and, after the Effective Date, has the meaning ascribed to it in the
Amended and Restated Pledge Agreement.

(ww) Property has the meaning ascribed to it in the Recitals, above
(xx)  Rents has the meaning ascribed to it in Section 2.3(a)(ii), hereof.

(yy) Restructured L ease Payments means the payments set forth on the
Restructured Lease Payment Schedule.

(zzy Restructured L ease Payment Schedule means the schedule annexed as
Exhibit F hereto.

(aaa) Stockton Events Center means that certain multi-faceted project including
a baseball stadium with a seating capacity of approximately 5,000, an indoor arena with a seating
capacity of approximately 10,000, a 150-unit hotel complex and approximately 60,000 square feet
of retail/commercia space, al located in downtown Stockton, California on approximately
twenty-four acres immediately north of and adjacent to the Stockton Channel and within the West
End Urban Renewal No. 1 Redevelopment Project of the Agency.

-6
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(bbb)  Site has the meaning ascribed to it in the Recitals, above.

(cce)  Successor Agency means the City, acting in its capacity as Successor
Agency to the Redevelopment Agency of the City of Stockton following the dissolution of such

agency.

(ddd) Termination Event means any of the events set forth in Section 6.1 hereof.

Section1.2  General Rules of Construction: For all purposes of this Agreement, except
as otherwise expressly provided or unless the contest otherwise requires, the following shall

apply:

@ Defined terms in the singular shall include the plural as well as the singular
and vice versa.

(b Unless otherwise indicated, all references in this Agreement to “Articles’
or “Sections’ are to the Articles or Sections of this Agreement.

(©) The terms “herein,” “hereof,” “hereto,” and “hereunder” and other words
of similar import refer to this Agreement, as a whole, and not to any particular Article, Section or
subdivision in this Agreement.

ARTICLE 2
FORBEARANCE AND OTHER AGREEMENTS

Section 2.1  Forbearance by the 2004 Arena Bond Trustee and NPFG.

@ Subject to the terms and conditions contained herein, including, without
limitation, the City’ s acknowledgment of the items set forth in Recital P above and Section 2.3(b)
below, from and after the Effective Date until the occurrence of a Termination Event (such
period, the “Forbearance Period”), NPFG and the 2004 Arena Bond Trustee, at the direction of
NPFG, agree to forbear from exercising the rights and remedies that are available to them under
the Existing Bond Documents solely by reason of either the Existing Defaults or the City’ s failure
to make full and timely payment of the Lease Payments in accordance with the terms of the Arena
Lease Back during the Forbearance Period; provided, however, that, after the occurrence of a
Termination Event, NPFG and the 2004 Arena Bond Trustee, at the direction of NPFG, may (but
shall not be required to) (x) waive the Termination Event, (y) defer or waive the rights and
remedies available to them following a Termination Event, or (z) reinstate the forbearance
provided in this Agreement.

(b) Nothing contained in this Agreement, however, shall limit or restrict NPFG
or the 2004 Arena Bond Trustee from taking any action that either NPFG or the 2004 Arena
Bond Trustee may take under the Bond Documents or at law or in equity as may be necessary or
appropriate in NPFG's or the 2004 Arena Bond Trustee' s discretion to preserve, protect or
defend any of the collateral or security interests described in the Bond Documents, including,
without limitation, (i) defending, intervening in or filing any legal proceedings relating to any such
collateral or security interests; (ii) sending any notices to any persons or entities concerning the

-7-
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existence of security interests or liensin favor of NPFG or the 2004 Arena Bond Trustee relating
to such collateral or security interests; or (iii) otherwise preserving any of NPFG'’s or the 2004
Arena Bond Trustee' s rights, remedies, positions or defenses.

(©) Notwithstanding the foregoing or any other provision to the contrary
contained herein, upon the occurrence of a Termination Event, the Forbearance Period shall
automatically and immediately terminate, and the Forbearing Parties shall be entitled to exercise
any and all rights and remedies available under the Bond Documents or available under applicable
law or in equity; provided, however, that, after the occurrence of a Termination Event, NPFG and
the 2004 Arena Bond Trustee, at the direction of NPFG, may (but shall not be required to) (x)
waive the Termination Event, (y) defer or waive the rights and remedies available to them
following a Termination Event, or (z) reinstate the forbearance provided in this Agreement.

Section2.2  Restructured L ease Payments.

@ Restructured L ease Payments; Credits. During the term of this Agreement,
the City shall pay to the 2004 Arena Bond Trustee, as rent under the Arena Lease Back, the
Restructured Lease Payments at the times and in the amounts provided in the Restructured Lease
Payment Schedule. The Pledge Payments shall be credited against the Restructured Lease
Payments in the manner asis currently provided in Section 4.3 of the Arena Lease Back for
crediting the Pledge Payments against the L ease Payments.

(b Each of the City and the Successor Agency hereby expressy acknowledges
and agrees that failure of the City to make any Restructured Lease Payment when due in
accordance with Section 2.3(a) hereof shall constitute an automatic default under this Agreement
and the Bond Documents (including, without limitation, an “Event of Default” under the
Indenture, the Arena Lease Back, and the Amended and Restated Pledge Agreement) (without
any notice or cure period), and NPFG and the 2004 Arena Trustee shall thereafter immediately
have the right to exercise any and all of their respective rights and remedies available under, and
subject to the terms and conditions of the Bond Documents or otherwise, at law or in equity;
provided, however, that, after the occurrence of a Termination Event, NPFG and the 2004 Arena
Bond Trustee, at the direction of NPFG, may (but shall not be required to) (x) waive the
Termination Event, (y) defer or waive the rights and remedies available to them following a
Termination Event, or (z) reinstate the forbearance provided in this Agreement.
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Section 2.3  Assignment of Contracts and L eases.

@ As additional security for the payment of all principal, interest, charges,
fees and other sums due to the 2004 Arena Bond Trustee under this Agreement and each of the
other Bond Documents and for the observance, performance and discharge of each and every
other obligation, covenant and agreement to be observed, performed or discharged under this
Agreement and the other Bond Documents, each of the City and the Successor Agency,
respectively and as applicable, hereby absolutely grant afirst lien on and security interest in and
hereby assign, transfer and set over to the 2004 Arena Bond Trustee for the benefit of the holders
of the 2004 Arena Bonds and NPFG, all of City’s and Successor Agency’sright, title and interest
(respectively and as applicable) in and to the following (collectively, the “ Arena Contract
Collateral”):

0] any and all agreements (including, without limitation, leases,
licenses, rental agreements, advertising agreements, concession agreements, parking agreements,
and occupancy agreements) of whatever form now or hereafter relating to all or any part of the
Property to the extent that rents or any other amounts payable to the City or the Successor
Agency thereunder relate to occupancy or other beneficial use of the Property and any and all
guarantees, extensions, renewals, replacements and modifications thereof, including, without
limitation, those leases and agreements set forth on Exhibit C hereto (collectively, the “Arena
Leases’);

(i) all deposits (whether for security or otherwise), rents, issues,
profits, revenues, royalties, accounts, rights, benefits and income of every nature of and from the
Property, including, without limitation, minimum rents, additional rents, termination payments,
forfeited security deposits, liquidated damages following default and all proceeds payable under
any policy of insurance covering loss of rents resulting from untenantability due to destruction or
damage to the Property, together with the immediate and continuing right to collect and receive
the same, whether now due or hereafter becoming due, and together with al rights and claims of
any kind that the City or the Successor Agency may have against any tenant, lessee or licensee
under the Arena Leases or against any other occupant of the Property (collectively, the “Rents’);

(i) any and al contracts or agreements with management agents,
leasing agents, sales agents, service and maintenance agents, contractors and other persons
(collectively, the “Contracting Parties’), whether now existing or hereafter arising, to the extent
such contracts or agreements relate to the management, operation, leasing, sale, maintenance or
repair of the Property, including all license agreements, operating contracts, franchise agreements
and all management, leasing, service, supply and maintenance contracts and agreements,
indemnity agreements, and any other agreements or contracts of any nature whatsoever now or
hereafter obtained or entered into by the City or the Successor Agency with respect to the
ownership, operation, maintenance and administration of the Property, including, without
limitation, those documents and agreements described on Exhibit C attached hereto, together
with any amendments or modifications thereto and any replacements thereof (collectively the
“Arena Contracts’);

(iv)  any and al indemnities, warranties and guaranties relating to the
Property or any fixtures, equipment or personal property owned by the City or the Successor

-0-
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Agency and located on, and/or used in connection with, the Property now existing or hereafter
arising;

(v) any and al plans, permits, licenses, certificates of use and
occupancy (or their equivalent), trade names, insurance policies, applications and approvals issued
by any governmental authority or agency relating to the construction, ownership, operation and/or
use of the Property, whether now existing or hereafter arising;

(vi)  any and al rights, powers, privileges, claims, remedies and causes
of action of every kind that the City or the Successor Agency now has or may in the future have
with respect to or by reason of itsinterest in the Arena Leases or the Arena Contracts or any
other items referenced above; and

(vit)  any and all proceeds (including non-cash proceeds) of any of the
foregoing.

(b The City and the Successor Agency each hereby represents, warrants and
covenants, asto itself, asfollows:

() Neither the City nor the Successor Agency shall make changes,
modifications or amendments to any of the Arena Contract Collateral or shall enter into any new
agreements relating to the Arena Contract Collateral that require the City or the Successor
Agency either to expend, or forego from receiving, in the aggregate, an amount greater than
$250,000 in any one calendar year or $500,000 in any three calendar year period without the prior
written consent of the 2004 Arena Bond Trustee and NPFG; provided, that, notwithstanding the
foregoing, the 2004 Arena Bond Trustee's and NPFG’ s consent shall not be required with respect
to changes in or amendments to any Arena Contract:

(A) that isnot aproperty management agreement and which
change or amendment is otherwise not material and does not relate to the overal management,
leasing or operation of the Property;

(B) that isterminable by the 2004 Arena Bond Trustee as
assignee, without cause and without payment of any penalty or termination fee on thirty (30)
days notice;

(C)  under which the Contracting Party does not have any right,
by reason of applicable law or otherwise, to assert alien against the Property or any portion
thereof; and

(D)  which change or amendment is done in the ordinary course
of business.

Within seven (7) days following the entry by the City or the Successor Agency into any
agreements, instruments or documents relating to the Arena Contract Collateral, the City or
Successor Agency, as applicable, shall provide a copy of such agreement, instrument or document
to the 2004 Arena Bond Trustee and NPFG.

-10-
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(i) Any new agreement relating to the Arena Contract Collateral that is
executed by the City or the Successor Agency shall contain aright of termination, without
pendlty, in favor of the 2004 Arena Bond Trustee, acting at the direction of NPFG.

(i)  Neither the City nor the Successor Agency shall tender or accept a
surrender, cancellation, or termination of any of the Arena Contract Collateral without the prior
written consent of the 2004 Arena Bond Trustee and NPFG where such surrender or cancellation
would materialy adversely affect the Property, the 2004 Arena Bond Trustee's or NPFG's
interest or security therein, or where such surrender or cancellation would violate the terms of this
Agreement, the Amended and Restated Pledge Agreement or any Existing Bond Document.

(iv)  The City and the Successor Agency shall promptly provide the
2004 Arena Bond Trustee with copies of al changes in or amendments to the Arena Contract
Collateral whether or not the 2004 Arena Bond Trustee's or NPFG’ s consent thereto is required
pursuant to clause (i) above, and the City or the Successor Agency shall promptly notify the 2004
Arena Bond Trustee in writing of any surrender or cancellation of any Arena Contract Collateral
whether or not the 2004 Arena Bond Trustee' s or NPFG’s consent thereto is required pursuant to
clause (ii) above.

(V) Neither the City nor the Successor Agency has sold, transferred,
hypothecated, assigned, pledged, encumbered or granted a security interest in and, without the
prior written consent of the 2004 Arena Bond Trustee and NPFG, shall not sell, transfer,
hypothecate, assign, pledge, encumber or grant a security interest in any of the Arena Contract
Collatera to anyone other than the 2004 Arena Bond Trustee.

(vi)  Tothe City's and the Successor Agency’'s knowledge, there exists
no default or event of default on the part of any Contracting Party under any of the Arena
Contract Collateral in existence as of the date hereof.

(vii)  Neither the City’s nor the Successor Agency’sinterest in the Arena
Contract Collateral is subject to any claim, setoff, lien, deduction or encumbrance of any nature
(other than the encumbrance created hereby and any encumbrance created by the Bond
Documents).

(viii)  The City or the Successor Agency, as applicable, shall make all
required payments and otherwise perform their respective obligations under the Arena Contract
Collateral, unless such payments or obligations are being disputed in good faith and no
non-appealable, final order or judgment has been entered with respect to such payments or
obligations.

(ix)  The City or the Successor Agency, as applicable, shall give prompt
notice (but in no event later than ten (10) Business Days after becoming aware of a default under
any Arena Contract Collateral) to the 2004 Arena Bond Trustee and NPFG of any notice of
default served upon the City or the Successor Agency, as applicable, with respect to their
obligations under any of the Arena Contract Collateral and shall take commercially reasonable
steps enforce or secure the performance of each and every obligation of the Contracting Parties to
be kept or performed under the Arena Contract Collateral.

-11-
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(©) Neither the assignment pursuant to this Section 2.3 nor any action or
inaction on the part of the 2004 Arena Bond Trustee or NPFG (including any assumption by the
2004 Arena Bond Trustee or NPFG of the rights and obligations under the Arena Contract
Collateral pursuant to the provisions of this Section 2.3) shall relieve the City or the Successor
Agency of any obligation under the Arena Contract Collateral, and the City and/or the Successor
Agency, as applicable, shall continue to be primarily liable for all obligations thereunder. The City
and the Successor Agency each hereby agrees to perform each and all of its respective obligations
under the Arena Contract Collateral.

(d) Upon or at any time after the occurrence of a Termination Event (and
subject to the terms of any waiver or deferral by NPFG and the 2004 Arena Bond Trustee, at the
direction of NPFG, of the Termination Event or the rights and remedies under this Agreement, or
the reinstatement of the forbearance contained in this Agreement), the 2004 Arena Bond Trustee
shall be entitled to all of the rights, remedies, powers and privileges available to a secured party
under applicable law, including, without limitation, the California Uniform Commercial Code, as
amended from time to time. The 2004 Arena Bond Trustee may, but shall not be obligated to,
assume all of the obligations of the City and/or the Successor Agency under any or al of the
Arena Contract Collateral and/or exercise the rights, benefits and privileges of the City and the
Successor Agency under any of the Arena Contract Collateral, and in such event, the 2004 Arena
Bond Trustee shall be entitled to utilize the Arena Contract Collateral in the place and stead of the
City or the Successor Agency, as applicable, in the name of the City or the Successor Agency, or
otherwise. In connection therewith, the 2004 Arena Bond Trustee shall be entitled to review and
copy all books of account and financial records of the City and the Successor Agency and any
property managers and representatives relating to the Property. 1n such event, the 2004 Arena
Bond Trustee may give notice to any or al of the Contracting Parties, either requiring the
Contracting Party to continue performance under its agreement or, aternatively, terminating such
agreement to the extent permitted under the terms of such agreement. The assignment set forth in
this Section 2.3 shall congtitute a direction to and full authority to the Contracting Parties under
their agreementsto act at the 2004 Arena Bond Trustee's written direction and otherwise perform
on or under such agreements, without requiring proof of the Termination Event relied upon. The
Contracting Parties shall be entitled to rely upon written notice from the 2004 Arena Bond
Trustee that the 2004 Arena Bond Trustee has assumed all of the rights and obligations of the
City or Successor Agency under the applicable agreement without any inquiry into whether the
City or Successor Agency isin default hereunder, under the Amended and Restated Pledge
Agreement or under any of the other Bond Documents. Such assumption of an agreement by the
2004 Arena Bond Trustee shall be evidenced by written notice from the 2004 Arena Bond
Trustee to the applicable Contracting Party. Under no circumstances shall either the 2004 Arena
Bond Trustee be deemed by any party to have assumed the City’s or Successor Agency’s
obligations under an agreement unless and until such written notice is delivered to the Contracting
Party in accordance with the foregoing provision.

(e The City and the Successor Agency each hereby irrevocably constitutes
and appoints the 2004 Arena Bond Trustee as their respective true and lawful attorney-in-fact in
their name or in the 2004 Arena Bond Trustee's name, or otherwise, from and after the
occurrence of a Termination Event (subject to the terms of any waiver or deferral by NPFG and
the 2004 Arena Bond Trustee, at the direction of NPFG, of the Termination Event or the rights
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and remedies under this Agreement, or the reinstatement of the forbearance contained in this
Agreement), to enforce al of the rights of the City and/or Successor Agency under the Arena
Contract Collateral. It is hereby recognized that the power of attorney herein granted is coupled
with an interest and shall not be revocable so long as any of the 2004 Arena Bonds remains
outstanding or any sums are due to NPFG with respect to or in connection with the 2004 Arena
Bonds or the 2004 Arena Bond Policy.

()] It is understood that the assignment set forth in this Section 2.3 shall not
operate to constitute the 2004 Arena Bond Trustee or NPFG a mortgagee in possession of the
Property, or to place responsibility for the control, care, management or repair of the Property
upon either the 2004 Arena Bond Trustee or NPFG, nor shall it operate to make either the 2004
Arena Bond Trustee or NPFG responsible or liable for any waste committed on the Property by
any party, or for any dangerous or defective condition of the Property, including the presence of
any hazardous substances, or for any negligence in the management, upkeep, repair or control of
the Property resulting in loss or injury or death to any tenant, licensee, employee or any other
person except during any periods of time in which NPFG or the 2004 Arena Bond Trustee have
repossessed, re-entered, re-let or otherwise taken possession and control of the Property as set
forth in this Agreement and the Arena Lease Back.

(9 The assignment set forth in this Section 2.3 shall constitute a security
agreement for al purposes. Each of the City and the Successor Agency hereby covenants and
agrees to execute and deliver all such instruments and take all such actions as either the 2004
Arena Bond Trustee or NPFG, from time to time, may reasonably request in order to obtain the
full benefits of the assignment and of the rights and powers herein created and to maintain and
perfect the security interest granted hereby.

Section2.4  Tax Exempt Status.

@ No Adverse Effect Opinion. On the Effective Date, the City shall cause a
nationally recognized bond counsel, reasonably acceptable to the City, the 2004 Arena Bond
Trustee, and NPFG, to deliver the No Adverse Effect Opinion to NPFG and the 2004 Arena
Bond Trustee for the benefit of the holders of the 2004 Arena Bonds. The No Adverse Effect
Opinion shall provide, among other things, that the transactions contemplated herein and in the
Amended and Restated Pledge Agreement shall not cause interest on the 2004 Arena Bonds to be
includable in the gross income of the holders of the 2004 Arena Bonds for federal income tax
purposes.

(b) Continued Obligation to Maintain Tax-Exempt Status. The City and the
Successor Agency hereby covenant and agree, for the benefit of NPFG and the holders of the
2004 Arena Bonds, not to take or cause to be taken any action or actions, or fail to take any
action or actions, that would cause the interest payable on the 2004 Arena Bonds to be includable
in the gross income of the holders thereof for federal income tax purposes, and will at all times do
and perform all acts and things permitted by law and necessary or desirable in order to assure that
interest paid on the 2004 Arena Bonds will be excluded from the gross income of the holders of
the 2004 Arena Bonds for federal income tax purposes.

13-
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Section2.5 Bond Documents Remain in Force and Effect. Except as otherwise may be
expressy provided by the Agreement or the Amended and Restated Pledge Agreement, the Bond
Documents shall remain in full force and effect, and each of the Parties shall continue to comply
with its respective obligations and covenants thereunder. For the avoidance of doubt, the City
shall continue to occupy and maintain the Arena in accordance with the terms of the Arena Lease
Back and shall continue to be responsible for any costs and expenses required to be paid by the
City under Article V of the Arena Lease Back.

Section 2.6 Successor Agency. The City agrees that it will, to the extent permitted by
law, remain as the Successor Agency until all obligations relating to the Successor Agency in this
Agreement and the Amended and Restated Pledge Agreement have been satisfied.

Section 2.7  Judgment by Confession. On the Effective Date, the City ane-the-
Sueeessor-Ageney-shall execute, and shall cause thelrits counsel to execute, and provide to the
2004 Arena Bond Trustee, for the benefit of NPFG and the holders of the 2004 Arena Bonds,
documents sufficient to authorize the Judgment by Confession to secure the City' s obligations
under this Agreement and the other Bond Documents, and the Judgment by Confession shall
reflect the express consent by the Successor Agency and the City to the entry of the Judgment by
Confession. Notwithstanding the City’ s failure to make the Restructured L ease Payments, the
2004 Arena Bond Trustee may not enforce the Judgment by Confession unless it becomes
effective pursuant to Section 6.2(d). The City and the Successor Agency aso hereby waive all

errors, rights of appeal and stays of execution._The Ci h rA reeth
they shall not contest the entry or the enforcement of the Judgment by Confession and any order
effectuating the Judgment by Confession againgt the City.

Section 2.8 Annual Reporting. Commencing on January-15,2015;the Effective Date,
and continuing annually thereafter on or before January 15 of such calendar year, the City and the
Successor Agency shall deliver to the 2004 Arena Bond Trustee and NPFG a notice certifying
that (i) other than the Existing Defaults, there are no other events of default or defaults under the
Bond Documents, and, to the knowledge of the City and Successor Agency, as applicable, no
other event has occurred that, with the passage of time, the giving of notice, or both would result
in an event of default under the Bond Documents and (ii) no Termination Event has occurred
under this Agreement.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

Section3.1  Representations and Warranties of the City. The City hereby makes the
following representations and warranties to the other Parties:

@ Due Organization and Existence. The City isamunicipal corporation and
chartered city organized and existing under and by virtue of its charter and the laws of the State of
California, has full legal right, power and authority under the laws of the State of Californiato
enter into this Agreement and to carry out and consummate all transactions contemplated hereby,
and by proper action the City has duly authorized the execution and delivery of this Agreement.
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(b) Due Execution. The representatives of the City executing the Agreement
have been fully authorized as of the date hereof to execute the same pursuant to a resolution duly
adopted by the City Council of the City.

(©) Valid, Binding and Enforceable Obligations. The Agreement has been duly
authorized, executed and delivered by the City and constitutes the legal, valid and binding
obligation of the City enforceable against the City in accordance with its terms.

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

(e Consents and Approvals. No consent or approval of any trustee or holder
of any indebtedness of the City or of the voters of the City, and no consent, permission,
authorization, order or license of, or filing or registration with, any governmental authority is
necessary in connection with the execution and delivery of this Agreement, or the consummation
of any transaction herein contemplated, except as have been obtained or made and as are in full
force and effect prior to the date hereof.

)] No Litigation. With the exception of objections that have been or may be
filed to the confirmation of the Plan, 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 City, threatened against or affecting the City or the assets, properties or
operations of the City (excepting the Bankruptcy Case) that, if determined adversely to the City
or itsinterests, would have a material and adverse effect upon the consummation of the
transactions contemplated by, or the validity of, the Agreement, or upon the financial condition,
assets properties or operations of the City, and the City 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 would materialy and
adversely affect the consummation of the transactions contemplated by the Agreement, or the
financial conditions, assets, properties or operations of the City (excepting al Existing Defaults
and the Bankruptcy Case).

(9) No Additional Defaults. Other than the Existing Defaults, there are no
other events of default or defaults under the Bond Documents, and, to the knowledge of the City,
no other event has occurred that, with the passage of time, the giving of notice, or both would
result in an event of default under the Bond Documents.
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Section 3.2  Representations and Warranties of the Successor Agency. The Successor
Agency hereby makes the following representations and warranties to the other Parties:

@ Due Organization and Existence. The Successor Agency is a public body,
corporate and politic organized and existing by virtue of the laws of the State of California and
has full legal right, power and authority under the laws of the State of Californiato enter into this
Agreement and to carry out and consummate al transactions contemplated hereby, and by proper
action the Successor Agency has duly authorized the execution and delivery of this Agreement.

(b Due Execution. The representatives of the Successor Agency executing
the Agreement have been fully authorized as of the date hereof to execute the same pursuant to
officia action taken by a governing body of the Successor Agency.

(©) Valid, Binding and Enforceable Obligations. The Agreement has been duly
authorized, executed and delivered by the Successor Agency and constitutes the legal, valid and
binding obligation of the Successor Agency enforceable against the Successor Agency in
accordance with its terms.

(d) No Violation. The execution and delivery of the Agreement, the
consummation of the transactions herein and the fulfillment of or compliance with the terms and
conditions hereof, do not and will not conflict with or 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 or order, or any indenture,
mortgage, deed of trust, lease, contract or other agreement or instrument to which the Successor
Agency isaparty or by which it or its properties are otherwise subject or bound, or result in the
creation or imposition of any prohibited lien, charge or encumbrance of any nature whatsoever
upon any of the property or assets of the Successor Agency, which conflict, violation, breach,
default, lien, charge or encumbrance would have consequences that would materially and
adversely affect the consummation of the transactions contemplated by the Agreement, or the
financial condition, assets, properties or operations of the Successor Agency.

(e Consents and Approvals. No consent or approval of any trustee or holder
of any indebtedness of the Successor Agency, and no consent, permission, authorization, order or
license of, or filing or registration with, any governmental authority is necessary in connection
with the execution and delivery of this Agreement, or the consummation of any transaction herein
contemplated, except as have been obtained or made and as are in full force and effect prior to the
date hereof.

)] No Litigation. Thereis 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 Successor Agency, threatened against or affecting the Successor Agency or
the assets, properties or operations of the Successor Agency (excepting the Bankruptcy Case)
that, if determined adversely to the Successor Agency or itsinterests, would have a material and
adverse effect upon the consummation of the transactions contemplated by, or the validity of, the
Agreement, or upon the financial condition, assets properties or operations of the Successor
Agency, and the Successor Agency 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
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authority, which default might have consequences that would materially and adversely affect the
consummation of the transactions contemplated by the Agreement, or the financial conditions,
assets, properties or operations of the Successor Agency.

(9 No Additional Defaults. Other than the Existing Defaults, there are no
other events of default or defaults under the Bond Documents, and no other event has occurred
that, with the passage of time, the giving of notice, or both would result in an event of default
under the Bond Documents.

Section 3.3  Representation and Warranties of NPFG. NPFG hereby makes the
following representations and warranties to the other Parties:

@ Due Authorization and Execution. This Agreement has been executed on
behalf of NPFG by persons duly authorized to do so and with the power to bind NPFG.

(b) Valid, Binding and Enforceable Obligations. This Agreement has been duly
authorized, executed and delivered by NPFG and congtitutes the legal, valid and binding
obligation of NPFG enforceable against NPFG in accordance with its terms.

(©) Consents and Approvals. NPFG has the power and authority to enter into
this Agreement, and no consents are required that have not been obtained from any person or
entity to make this Agreement enforceable against NPFG.

(d) No Litigation. Excepting the Bankruptcy Case, 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 NPFG, threatened against or affecting
NPFG that, if determined adversely to NPFG or its interests, would have a material and adverse
effect upon the consummation of the transactions contemplated by, or the validity of, the
Agreement, and NPFG 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 would materially and adversely affect the
consummation of the transactions of this Agreement.

Section 3.4  Representation and Warranties of the 2004 Arena Bond Trustee. The 2004
Arena Bond Trustee hereby makes the following representations and warranties to the other
Parties:

@ Due Authorization and Execution. This Agreement has been executed on
behalf of the 2004 Arena Bond Trustee by persons duly authorized to do so and with the power
to bind the 2004 Arena Bond Trustee.

(b) Valid, Binding and Enforceable Obligations. This Agreement has been duly
authorized, executed and delivered by the 2004 Arena Bond Trustee and constitutes the legdl,
valid and binding obligation of the 2004 Arena Bond Trustee enforceable against the 2004 Arena
Bond Trustee in accordance with its terms.
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(c) Consents and Approvals. The 2004 Arena Bond Trustee has the power
and authority to enter into this Agreement, and no consents are required that have not been
obtained from any person or entity to make this Agreement enforceable against the 2004 Arena
Bond Trustee.

(d) No Litigation. Excepting the Bankruptcy Case, 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 2004 Arena Bond Trustee,
threatened against or affecting the 2004 Arena Bond Trustee that, if determined adversely to the
2004 Arena Bond Trustee or itsinterests, would have a material and adverse effect upon the
consummation of the transactions contemplated by, or the validity of, the Agreement, and the
2004 Arena Bond Trustee 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 would materially and adversely affect the
consummation of the transactions of this Agreement.

ARTICLE 4
CONDITIONS PRECEDENT TO CLOSING; TERMINATION

Section4.1  Conditions Precedent to Closing. The terms and provisions of this
Agreement, including but not limited to the representations and warranties herein, are expressly
subject to the following conditions precedent unless waived, in writing, by the Parties:

@ Each Party shall have executed (and NPFG shall have issued a direction
letter to the 2004 Arena Bond Trustee directing the 2004 Arena Bond Trustee to execute) the
Agreement, the Amended and Restated Pledge Agreement and any other documents, agreements
and instruments (including, without limitation, the No Adverse Effect Opinion) required be
executed by such Party in order to effectuate the terms of this Agreement;

(b) The representations and warranties set forth in Article 3 shall be true and
correct;

(c) The Parking Forbearance Agreement shall become effective in accordance
with itsterms;

(d) The City shall have made any accrued and unpaid Restructured Lease
Payments that would be due and owing if the Effective Date had occurred on September 1, 2014
plus interest thereon at a rate of 5% from September 1, 2014 to the Effective Date;

(e The Confirmation Order shall be in full force and effect, and shall be a Final
Order;

)] The Effective Date shall have occurred;

(9 This Agreement and the Amended and Restated Pledge Agreement shall
have been approved by the Successor Agency’s Oversight Board and by the State Department of
Finance; and
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(h) The City and the Successor Agency shall have obtained any other
regulatory approvals necessary so as to be able to execute and perform under this Agreement.

Section4.2  Termination of Agreement. Inthe event any or al of the Conditions
Precedent have not occurred (or have not been waived in writing by the Parties) by September1-
2014February 24, 2015 (the “Automatic Termination Date”), this Agreement shall terminate
unless the Automatic Termination Date is extended by NPFG, in its sole discretion upon written
notice to the other Partiesto a date no later than thirty (30) days after the Automatic Termination
Date, and following such extension, the Automatic Termination Date may be further extended
upon written consent by all of the Parties.

Section4.3  Effect of Termination. Inthe event of the termination of this Agreement
pursuant to this Article 4, this Agreement shall become null and void and shall be deemed of no
force and effect, with no liability on the part of any Party hereto (or of any of its directors,
officers, employees, consultants, agents, legal and financial advisors and other representatives),
and no Party shall have any obligations to any other Party arising under this Agreement or the
Amended and Restated Pledge Agreement and this Agreement and the Amended and Restated
Pledge Agreement shall be void ab initio and shal be of no force and effect; provided, that, any
Restructured Lease Payments made by the City as of such time, shall be credited against any
remaining obligations of the City under the Existing Bond Documents. Upon termination of this
Agreement pursuant to this Article 4, neither the existence of this Agreement or the Amended and
Restated Pledge Agreement nor any terms or provisions set forth herein or therein shall be
admissible in any dispute, litigation, proceeding or controversy between or among the Parties, and
nothing contained herein shall constitute or be deemed an admission by any Party asto any
matter, it being understood that the statements and resolutions reached herein were as a result of
negotiations and compromises of the respective positions of the Parties. In addition, after such
termination in accordance with this Article 4, no Party shall seek to take discovery concerning this
Agreement, or the Amended and Restated Pledge Agreement or admit this Agreement or any part
thereof or the Amended and Restated Pledge Agreement or any part of thereof into evidence
against any other Party hereto.

ARTICLES
MUTUAL RELEASES

Section5.1  Mutual Releases. [Fe-bereviewed}-From and after the Effective Date,
each of the City and the Successor Agency hereby fully, finally and completely releases and
forever discharges each of NPFG, the 2004 Arena Bond Trustee, and their predecessors,
successors, assigns, afiliates, subsidiaries, parents, partners, constituents, officers, directors,
employees, attorneys and agents (past, present, and future), and their respective heirs, successors,
and assigns of and from, and each of NPFG and the 2004 Arena Bond Trustee hereby fully, finally
and completely releases and forever discharges the City and the Successor Agency, of and from
any and all claims, causes of action, litigation claims, avoidance actions, and any other debts,
obligations, rights, suits, damages, actions, remedies, judgments and liabilities whatsoever,
whether known or unknown, foreseen or unforeseen, liquidated or unliquidated, fixed or
contingent, matured or unmatured, existing as of the Effective Date or thereafter arising, in law,
at equity, whether for tort, contract or otherwise, based in whole or in part upon any act or
omission, transaction, event or other occurrence or circumstances existing or taking place prior to
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or on the Effective Date arising from or related in any way to the AB 506 Process, the Eligibility
Contest or the Bankruptcy Case; provided, that, nothing in this Agreement shall be deemed to
release any Party from any claims, demands, or causes of action with respect to the Existing
Defaults or its obligations under this Agreement and the other Bond Documents.

Section5.2  Waiver of Provisions of Section 1542 of the California Civil Code. Section
1542 of the California Civil Code states:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HISOR HER FAVOR
AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM OR
HER MUST HAVE MATERIALLY AFFECTED HISOR HER SETTLEMENT WITH
THE DEBTOR.”

All rights under Section 1542 of the California Civil Code, or any analogous state or federal law,
are hereby expressly WAIVED by the Parties, as and to the extent set forth in Section 5.1, with
respect to any claims, injuries, or damages whether known or unknown existing at the time of this
release.

ARTICLEG6
TERMINATION EVENTS

Section6.1  Termination Events. The occurrence of any of the following events shall
constitute a Termination Event under this Agreement:

@ the City shall fail to make any Restructured L ease Payment when due
(subject to any applicable abatement with respect to such Restructured Lease Payment) in
accordance with Section 2.3(a) hereof;

(b the failure by the Successor Agency to make any Pledge Payment when due
at the times and in the manner set forth in the Amended and Restated Pledge Agreement;

(c) the failure by the City or the Successor Agency to perform any of its
covenants, agreements or obligations under the Agreement (except for the failure to make any
Restructured Lease Payment required hereunder, which failure is governed by Section 6.1(a),
above) or the Amended and Restated Pledge Agreement (except for the failure to make any
Pledge Payment required thereunder, which failure is governed by Section 6.1(b), above), and
such failure continuing for thirty (30) days after written notice thereof from the 2004 Arena Bond
Trustee or NPFG,;

(d) subject to the terms of the Agreement and the Amended and Restated
Pledge Agreement, the failure by the City or the Successor Agency to comply with the Bond
Documents, except as their effect is modified pursuant to this Agreement, which failure continues
for the period(s), if any, set forth in the applicable Bond Documents, after written notice thereof
from the 2004 Arena Bond Trustee or NPFG, if applicable; or
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(e an “Event of Default” (as such termis used or defined in the 2004 Arena
Indenture, the Arena Lease Back or the Amended and Restated Pledge Agreement) (other than an
Event of Default that is an Existing Default or that arises as aresult of the City' s failure to make
the Lease Payments under the Arena Lease Back) shall occur.

Section 6.2  Remedies Upon Occurrence of Termination Event. Upon the occurrence
of a Termination Event (and subject to the deferral or waiver by NPFG and the 2004 Arena Bond
Trustee, at the direction of NPFG, of the rights and remedies available to them following a
Termination Event or the reinstatement by NPFG and the 2004 Arena Bond Trustee, at the
direction of NPFG, of the forbearance provided in this Agreement), this Agreement shall remain
in full force and effect, and each the following shall occur:

@ Effect on Forbearance. The Forbearing Parties shall no longer be required
to forbear from exercising any remedies available to them at law or equity, or under the terms of
the Bond Documents.

(b Ability to Exercise Remedies. NPFG shall have the right to direct the 2004
Arena Bond Trustee to exercise, and the 2004 Arena Bond Trustee shall have the right to
exercise, at the direction of NPFG, any and al rights and remedies that may be available at law or
equity or under the terms of the Bond Documents. Such rights and remedies include, without
limitation, the following:

0] the right to repossess, re-enter and re-let the Property (and the City
and the Successor Agency hereby expressly consent to the repossession, reentry and reletting of
the Property by the 2004 Arena Bond Trustee or the NPFG, as may be applicable); provided,
that, notwithstanding any reentry by the 2004 Arena Bond Trustee or NPFG, the City shall
continue to remain liable for its obligations under the Bond Documents (including, without
limitation, the City’ s obligations to make L ease Payments under the Arena Lease Back); and

(i) the right to exercise any or all of the City’s and the Successor
Agency’ s rights under the Arena Contract Collateral, including, without limitation, the right to
collect any revenues or other payments due and owing to the City under the Arena Leases and
Arena Contracts.

(©) Termination of Arena Lease Back. At the option of the 2004 Arena Bond
Trustee (at the direction of NPFG), the Arena Lease Back shall be terminated ninety (90) days
following delivery to the Successor Agency or the City of awritten notice of intent to terminate.
During such time, neither the City nor the Successor Agency shall make changes, modifications or
amendments to any of the Arena Contract Collateral or shall enter into any new agreements
relating to the Arena Contract Collateral without prior written consent of the 2004 Arena Bond
Trustee and NPFG. The Successor Agency and the City hereby waive any rights they may have
under Section 9.2 of the Arena Lease Back or otherwise to challenge the termination of the Arena
Lease Back. NPFG and the 2004 Arena Bond Trustee hereby acknowledge that, following any
such termination of the Arena Lease Back, the Arena Lease Out shall remain in full force and
effect, and the rights of NPFG and the 2004 Arena Bond Trustee to possess, repossess, re-enter,
re-let or otherwise obtain and maintain possession and control of the Property shall, at al times,
remain subject to the terms, conditions and qualifications applicable to the rights of the Successor
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Agency to possession and control of the Property. NPFG and the 2004 Arena Bond Trustee
further agree that, in the event of such possession, repossession, re-entry or re-let by NPFG
and/or the 2004 Arena Bond Trustee from and after any termination of the Arena Lease Back,
then (i) NPFG or the 2004 Arena Bond Trustee, as applicable, shall not commit, suffer or permit
any waste on the Property, (ii) to the extent that NPFG or the 2004 Arena Bond Trustee, as
applicable, remains in possession until the expiration or other termination of the Arena Lease Out,
NPFG or the 2004 Arena Bond Trustee, as applicable, shall quit and surrender the Property in the
same good order and condition as the same were in at the time of such possession, repossession
or re-entry by NPFG and/or the 2004 Arena Bond Trustee, excepting only reasonable wear and
tear, and (iii) if NPFG or the 2004 Arena Bond Trustee, as applicable, re-lets or otherwise
transfers the entirety of itsinterest in the Property and the Arena Lease Out, NPFG or the 2004
Arena Bond Trustee, as applicable, shall take commercially reasonable steps to ensure that any
transferee reaffirms and agrees to abide by the covenants set forth herein for the benefit of the
Successor Agency.

(d) Effectiveness of Judgment by Confession. The Judgment by Confession
shall become effective without any further action by the 2004 Arena Bond Trustee and without
any further notice to the City, and the 2004 Arena Bond Trustee shall have the right to proceed to
collect any amounts due and owing by the City pursuant thereto.

ARTICLE 7
MISCELLANEOUS

Section7.1  Amendments. This Agreement may not be modified, amended, or
supplemented except by a written agreement executed by each of the Parties.

Section 7.2  No Admission of Liahility.

@ Except as otherwise set forth herein, the execution of this Agreement is not
intended to be, nor shal it be construed as, an admission or evidence in any pending or
subsequent suit, action, proceeding or dispute of any liability, wrongdoing, or obligation
whatsoever (including, without limitation, asto the merits of any claim or defense) by any Party to
any other Party or any other person with respect to any of the matters addressed in this
Agreement.

(b) None of this Agreement (including, without limitation, the recitals and
exhibits hereto) or any act performed or document executed pursuant to or in furtherance of this
Agreement: (i) is or may be deemed to be or may be used as an admission or evidence of the
validity of any claim or of any wrongdoing or liability of any Party or (ii) isor may be deemed to
be or may be used as an admission or evidence of any liability, fault or omission of any Party in
any civil, criminal or administrative proceeding in any court, administrative agency or other
tribunal. None of this Agreement or any act performed or document executed pursuant to or in
furtherance of this Agreement shall be admissible in any proceeding for any purposes, except to
enforce the terms of the Agreement, and except that any Party may file this Agreement in any
action for any purpose, including, without limitation, in order to support a defense or
counterclaim based on the principles of res judicata, collateral estoppel, release, good faith
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settlement, judgment bar or reduction or any other theory of claim preclusion or issue preclusion
or similar defense or counterclaim.

Section 7.3  Good Faith Negotiations. The Parties recognize and acknowledge that
each of the Parties hereto is represented by counsel, and such Party received independent legal advice
with respect to the advisability of entering into this Agreement. Each of the Parties acknowledges that
the negotiations leading up to this Agreement were conducted regularly and at arm’ s length; this
Agreement is made and executed by and of each Party’s own free will; that each knows all of the
relevant facts and its rights in connection therewith, and that it has not been improperly influenced or
induced to enter into this Agreement as a result of any act or action on the part of any Party or
employee, agent, attorney or representative of any party to this Agreement. The Parties further
acknowledge that they entered into this Agreement because of their desire to avoid the further
expense and inconvenience of litigation and other disputes, and to compromise permanently and settle
the claims between and among the Parties settled by the execution of this Agreement.

Section 7.4  Rights and Immunities. Notwithstanding anything herein to the contrary, the
2004 ArenaBond Trustee is entitled to all of the rights, privileges and immunities set forth in the Bond
Documents. The 2004 Arena Bond Trustee is executing this Agreement solely as trustee with
respect to the 2004 Arena Bonds and not in its capacity as trustee with respect to any other
obligations of the Agency, City or Successor Agency. Furthermore, nothing in this Agreement is
intended to impair any rights, remedies and interests, including, without limitation, liens, of any of
the Parties hereto in any other capacity. NPFG’ sright to direct the 2004 Arena Bond Trustee, from
and after the Effective Date, is subject to the terms and conditions of the 2004 Arena Indenture,
including without limitation, the condition that NPFG has not failed to comply with its payment
obligations under the 2004 Arena Bond Policy.

Section 7.5  No Third Party Beneficiaries. Nothing in this Agreement, express or
implied, is intended or shall be construed to confer upon, or to give to, any person other than the
Parties hereto and their respective successors and assigns any right, remedy or claim under or by
reason of this Agreement or any covenant, condition or stipulation thereof, and the covenants,
stipulations and agreements contained in this Agreement are and shall be for the sole and
exclusive benefit of the Parties hereto and their respective successors and assigns.

Section 7.6 Professional Fees. [Fe-bereviewed}-Each of the City, the Successor
Agency, and NPFG shall bear the fees and costs of its respective professionas (including, without
limitation, its attorneys and financial advisors). Without limiting the foregoing, the City hereby
waives any right to seek reimbursement of any fees and costs incurred by its professionals
(including, without limitation, its attorneys and financial advisors as a result of the negotiation and
drafting of this Agreement and the Amended and Restated Pledge Agreement, the Bankruptcy
Case, the Eligibility Contest or the AB 506 Process). NPFG hereby waives any right to seek
reimbursement from the City for the fees incurred by its professionals (including, without
limitation, its attorneys and financial advisors) under the Bond Documents through the date of this
Agreement; provided, however, that, nothing herein is intended to constitute a waiver of (and
NPFG expressly reserves the right to assert) any claims for any fees and costs of NPFG’s
professionals incurred as a result of breach by the City or the Successor Agency of this
Agreement, the Amended and Restated Pledge Agreement or the Bond Documents from and after
the date of this Agreement. The 2004 Arena Bond Trustee shall be entitled to recover its
reasonable fees and expenses, including fees and expenses of its attorneys, incurred on or prior to
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the Effective Date, from any funds held by the 2004 Arena Bond Trustee and from which such
fees are recoverable pursuant to, and to the extent provided in, the EX|st|ng Bond Document&

prow ided, however that— in the event the amountsin such funds are |nsuff|C| ent to pay theﬁL
reasonable fees and eostsexpenses of the 2004 Arena Bond Trustee, the 2004 Arena Bond

Trustee shall not be entitled to the payment of such fees and cestsexpenses, directly or indirectly,
from the City’ s general fund, but shall have the right to recover such reasonable fees and expenses.

incurred on or Qngr to the Effitlvg Die to the extent otherW|se prowded inthe Bond

Section 7.7  Notices. All demands, notices, requests, consents, and other
communications hereunder shall be in writing and shall be deemed to have been duly given (i)
when personally delivered by courier service or messenger, (ii) upon actual receipt (as established
by confirmation of receipt or otherwise) during normal business hours, otherwise on the first
business day thereafter if transmitted electronically (by e-mail transmission), by facsimile or telecopier
with confirmation of receipt, or (iii) three (3) Business Days after being duly deposited in the mail, by
certified or registered mail, postage prepaid-return receipt requested, to the following addresses, or
such other addresses as may be furnished heresfter by notice in writing, to the following Parties:

I to the City: City of Stockton
425 North El Dorado Street
Stockton, California 95202-1997
Telephone: (209) 937-8212
Facsimile: (209) 937-7149
Attn: City Manager

With a copy to:

Orrick, Herrington & Sutcliffe LLP
400 Capitol Mall, Suite 3000
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If to the Successor Agency:

If to the 2004 Arena Bond Trustee:

WEIL:\44373671\20\64984.0003

Sacramento, California 95814-4497
Attention: Marc A. Levinson, Esg.
Fax: (916) 329-4900

Email: malevinson@orrick.com

City of Stockton

425 North El Dorado Street
Stockton, California 95202-1997
Telephone: (209) 937-8212
Facsimile: (209) 937-7149

Attn: City Manager

With a copy to:

Orrick, Herrington & Sutcliffe LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Attention: Marc A. Levinson, Esg.
Fax: (916) 329-4900

Email: malevinson@orrick.com

Wells Fargo Bank, National Association
Corporate Trust Services— Specia Accounts
625 Marguette Avenue, 11th Floor

MAC N9311-115

Minneapolis, Minnesota 55479

Attention: Lucinda Hruska-Claeys

Fax: (612) 667-5047

Email: lucinda.hruska-claeys@wellsfargo.com

With a copy to
Mintz Levin Cohn Ferris Glovsky and Popeo, P.C.

One Financial Center
Boston, Massachusetts 02111
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Attention: William W. Kannel, Esqg.
Fax: (617) 542-2241
Email: wkannel@mintz.com

If to NPFG: Optinuity Alliance Resources, an MBIA Inc. Company
Special Situations Group
113 King Street
Armonk, New Y ork 10504
Telephone: (914) 765-3533
Facsimile: (914) 765-3665
Attn: Daniel E. McManus, Jr., Esg.

With a copy to:

Well, Gotshal & MangesLLP

767 Fifth Avenue

New York, New York 10153
Attention: Debra A. Dandeneau, Esq.
Fax: (212) 310-8007

Email: debra.dandeneau@weil.com

Section 7.8  Entire Agreement. This Agreement reflects the entire agreement between
the Parties with respect to the matters set forth herein and therein and supersedes any prior
agreements, commitments, drafts, communication, discussions and understandings, ora or
written, with respect thereto, and is intended by each of the Parties to be the complete statement
of the terms and conditions, and the final expression, of their agreement relating to the subject
matter hereof and thereof.

Section 7.9  Interpretation. This Agreement and the Amended and Restated Pledge
Agreement are the result of negotiations among, and have been reviewed by, counsdl to the
Parties, respectively, and are the product of al Parties. Accordingly, this Agreement and
Agreement and the Amended and Restated Pledge Agreement shall not be construed against any
Party merely because of the Party’s involvement in the preparation thereof.

Section 7.10 Severability. Whenever possible, each provision of this Agreement and the
Amended and Restated Pledge Agreement shall be interpreted in such a manner asto be effective
and valid under all applicable laws and regulations. If, however, any provision of any of this
Agreement or the Amended and Restated Pledge Agreement shall be prohibited by or be deemed
invalid under any such law or regulation in any jurisdiction, the Agreement or the Amended and
Restated Pledge Agreement, as applicable, shall, as to such jurisdiction, be deemed modified to
conform to the minimum requirements of such law or regulation, or, if for any reason it is not
deemed so modified, at the option of the Party for whose benefit such provision existed (exercised
in such Party’s sole and absolute discretion) it shall be ineffective and invalid only to the extent of
such prohibition or invalidity without affecting the remaining provisions of his Agreement or any
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of the agreements and documents executed pursuant hereto, or the validity or effectiveness of
such provision in any other jurisdiction.

Section 7.11 Counterparts. This Agreement may be executed in any number of
counterparts and by different parties hereto in separate counterparts, each of which when so
executed shall be deemed to be an original and all of which taken together shall constitute but one
and the same agreement, and all signatures need not appear on any one counterpart.

Section 7.12 Headings. The headings of the Articles and Sections of this Agreement are
inserted for convenience purposes only, are not part of this Agreement, do not (in any way) limit
or modify the terms or provisions of this Agreement, and shall not affect the interpretation
thereof.

Section 7.13 Binding Agreement on Successors and Assigns; Joint and Several
Obligations. This Agreement shall be binding only upon the execution and delivery of this
Agreement by the Parties listed on the signature pages hereto, subject to the occurrence of the
Conditions Precedent set forth in Article 4 of this Agreement. This Agreement is intended to bind
and inure to the benefit of the Parties and their respective successors, assigns, administrators,
assigns, constituents, and representatives. The agreements, representations, covenants, and
obligations of the Parties under this Agreement are several only and not joint in any respect, and
except as may be otherwise set forth expressly herein, no Party shall be responsible for the
performance or breach of this Agreement by the other.

Section 7.14 Exhibits. The exhibits attached to this Agreement are incorporated herein
and shall be considered a part of this Agreement for the purposes stated herein.

Section 7.15 Governing Law. The Parties hereto hereby agree that the State of
Cdlifornia has a substantial relationship to the Parties and the transactions embodied in this
Agreement. The Parties hereto hereby agree that this Agreement shall be deemed to be a contract
made under the laws of the State of California and for all purposes shall be governed and
construed in accordance with the internal laws of the State of California, without regard to the
principles of conflicts of laws.

[Signatures appear on next page.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
as of date first written above.

CITY OF STOCKTON WELLS FARGO BANK, NATIONAL
ASSOCIATION, as 2004 ARENA BOND
TRUSTEE

By:

Name: By:
Name:

Title: Title:

CITY OF STOCKTON, AS SUCCESSOR NATIONAL PUBLIC EINANCE

AGENCY GUARANTEE CORPORATION
By:
By:
Name:
Name:
Title:
Title:
_28_
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AMENDED AND RESTATED PLEDGE AGREEMENT

by and between the

CITY OF STOCKTON, AS SUCCESSOR AGENCY

to the

REDEVELOPMENT AGENCY OF THE CITY OF STOCKTON

and the

CITY OF STOCKTON

Dated as of | | 1, 20142015

Realing to
$47,000,000
Redevelopment Agency of the City of Stockton
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AMENDED AND RESTATED PLEDGE AGREEMENT

THIS AMENDED AND RESTATED PLEDGE AGREEMENT (this “Pledge
Agreement”), is made and entered into as of [ | 1, 2624,2015, by and between the
CITY OF STOCKTON, AS SUCCESSOR AGENCY TO THE REDEVELOPMENT AGENCY
OF THE CITY OF STOCKTON, a public body, corporate and politic, organized and existing
under and by virtue of the laws of the State of California (the “Successor Agency”), and the CITY
OF STOCKTON, amunicipa corporation and chartered city organized and existing under and by
virtue of the laws of the State of California (the “ City”);

WITNESSETH:

WHEREAS, the City constructed the Stockton Events Center (the “Events Center”), a
multi-faceted project to include a baseball stadium with a seating capacity of approximately 5,000,
an indoor arena with a seating capacity of approximately 10,000, a 150-unit hotel complex and
approximately 60,000 square feet of retail/commercial space, located in downtown Stockton on
approximately twenty-four acres immediately north of and adjacent to the Stockton Channel;

WHEREAS, the City and the former Redevelopment Agency of the City of Stockton (the
“Former Agency”) financed a portion of the costs of the arena component of the Events Center,
consisting of approximately 220,000 square feet of space, including, without limitation, media
facilities, food services, a playing field, officials facilities and various support facilities for minor
league ice hockey, indoor football, indoor soccer, concerts and other events (the “Project”)
through the issuance of Redevelopment Agency of the City of Stockton Revenue Bonds, Series
2004 (Stockton Events Center—Arena Project), in the aggregate principal amount of
$47,000,000 (the “Bonds”);

WHEREAS, the Bonds were issued under the provisions of Article 5 of Part 1 of Division
24 (commencing with section 33640) of the California Health and Safety Code, and the acts
amendatory thereof and supplemental thereto, and an Indenture of Trust (the “Indenture”), by and
between the Former Agency and Wells Fargo Bank, National Association, as trustee (the “2004
Arena Bond Trustee’);

WHEREAS, in order to provide for the repayment of the Bonds, the Former Agency
leased the Project to the City pursuant to alease agreement (the “Lease Agreement”) pursuant to
which the City agreed to make lease payments from moneys in its General Fund and the City will
budget and appropriate sufficient amounts in each year to pay the full amount of principal of and
interest on the Bonds,

WHEREAS, in addition, the Former Agency and the City entered into a Pledge
Agreement (the “Prior Pledge Agreement”) pursuant to which the Former Agency agreed to make
payments of “Tax Revenues’ (as such term is defined in the Indenture) arising from the “Project
Area’ (as such term is defined in the Indenture’) under and pursuant to Chapter 4 of Part 1 of
Division 24 of the California Health and Safety Code;

WHEREAS, pursuant the provisions of Parts 1.8 (commencing with Section 34161) and 1.85
(commencing with Section 34170) of Division 24 of the California Health and Safety Code (collectively,
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the “Dissolution Act”), the Former Agency was dissolved and the City of Stockton became the
Successor Agency;,

WHEREAS, the Prior Pledge Agreement was secured by a lien on former tax increment
revenues and is an enforceable obligation of the Successor Agency pursuant to Section
34171(d)(1)(A) of the Health and Safety Code entitled to payment pursuant to Section 34183;

WHEREAS, the City is the debtor in a bankruptcy case under chapter 9 of Title 11 of the
United States Code, Case No. 2012-32118 in the United States Bankruptcy Court for the Eastern
Digtrict of California, Sacramento Division (the “Bankruptcy Court”), styled In re City of
Sockton, California (the “Bankruptcy Case’);

MeeEREZAcS00r connection with the Bankruptcy Case, the City has agreed to a tentative
settlement (the “Settlement™) of the claims of National Public Finance Guarantee Corporation (as
successor to Financial Guaranty Insurance Company) (“Nationa”) as the insurer of the Bonds
pursuant to the terms and conditions of that certain Municipal Bond Insurance Policy No.
04010198 (the “Municipal Bond Insurance Policy”), which Settlement, among other things, calls
for amendments to the Prior Pledge Agreement and a reduction of the payments to be made
thereunder from tax increment revenues, and which Settlement is a part of the City’s proposed
First Amended Plan for the Adjustment of Debts of City of Stockton, California ([ |,
20142015) in the Bankruptcy Case (as it may be further amended and as confirmed by the
Bankruptcy Court, the “Plan of Adjustment”);

WHEREAS, Cadlifornia Hedth and Safety Code Section 34177.5(a)(1) authorizes the
Successor Agency to refund outstanding indebtedness provided that (i) the total interest cost to
maturity on the refunding indebtedness plus the principal amount of the refunding indebtedness
shall not exceed the total remaining interest cost to maturity on the indebtedness to be refunded
plus the remaining principa of the indebtedness to be refunded, (ii) the principal amount of the
refunding indebtedness shall not exceed the amount required to defease the refunded
indebtedness, to establish customary debt service reserves, and to pay related costs of issuance,
and (iii) approval of the refunding indebtedness and pledge of property tax revenues by the
oversight board for the Successor Agency (the “Oversight Board”), subject to review by the
California Department of Finance;

WHEREAS, Cdlifornia Health and Safety Code Section 34181(e) authorizes the
Successor Agency to determine whether any contracts, agreements, or other arrangements of the
Former Agency should be terminated or renegotiated to reduce liabilities and increase net
revenues to one or more taxing entities identified in California Health and Safety Code Section
34171(k) (the “Taxing Entities’), and to present proposed termination or amendment agreements
to the Oversight Board for its approval;

WHEREAS, (i) debt service savings can be achieved through a refunding of the Pledge
Payments as provided in the Settlement and set forth in this Pledge Agreement, and
(i1) renegotiation of the Prior Pledge Agreement to reduce Pledge Payments as provided in the
Settlement and set forth herein will reduce liabilities and increase net revenues to one or more
Taxing Entities (collectively, the “Refunding”);
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WHEREAS, the City, the Successor Agency and the Oversight Board have approved: (i)
agreements effecting the Refunding in connection with the Settlement, including this Pledge
Agreement, and (ii) the refunding indebtedness and pledge of property tax revenues set forth
herein; and

WHEREAS, the California Department of Finance has reviewed and approved the actions
of the Oversight Board described herein, and the Refunding satisfies al requirements of the
Dissolution Act;

NOW, THEREFORE, in consideration of the premises and the mutual agreements
contained in this Pledge Agreement, the parties hereto do hereby agree that the Prior Pledge

Agreement is hereby amended and restated in its entirety, as follows:
OHSUSA:#561909574.9756190957.11

ARTICLE |

DEFINITIONS; TERM

Section 1.01. Definitions. Unlessthe context clearly otherwise requires or unless
otherwise defined in this Pledge Agreement, the capitalized terms in this Pledge Agreement shall
have the respective meanings given them in the Indenture.

For purposes of this Pledge Agreement, the following terms shall have the meanings specified:
“2004 ArenaBond Tr " _has the meanin ribed t hterminthe R
“Bankruptcy Case” has the meaning ascribed to such term in the Recitals.

“Bankruptcy Court” has the meaning ascribed to such term in the Recitals.

Nation the 2 Ar n Tr t the Bankrupt nf|rm|n th

“Dissolution Act” shall mean Parts 1.8 (commencing with Section 34161) and 1.85 (commencing
with Section 34170) of Division 24 of the California Health and Safety Code.

“Effective Date” has the meaning ascribed to such term in the Plan of Adjustment.
“Former Agency” mensmeans the former Redevelopment Agency of the City of Stockton

“Nationa” shall mean National Public Finance Guarantee Corporation, a New Y ork stock
insurance corporation, or any successor thereto.

“Permitted Liens’” shall mean the permitted liens set forth on Exhibit B annexed hereto.

“Plan of Adjustment” shall mean the-City'spropesed First Amended Plan for the-Adjustment of

Debits of the City of Stockton, Callfornla{-[:]—2914)—m+he8ankmpteyease—a&|{—may
befurther-amended-and-, As Modifi 2014) [Dkt. No. 1



Case 12-32118 Filed 01/07/15 Doc 1845

Supplemental Plan Supplement in Connection with the First Amended Plan For The Adjustment
Of Debts Of City Of Stockton, California, As Modified (August 8, 2014) [Dkt. No. | (as
confirmed by the Bankruptcy Court_pursuant to the Confirmation Order).

“Pledged Tax Revenues’ has the meaning ascribed to such termin Section 3.01 of this Pledge
Agreement.

“Tax Revenues’ shall mean the amounts required to be applied to pay enforceable obligations
under Section 34183(a)(2) of the California Health and Safety Code.

Section 1.02. Rules of Construction. All referencesin this Pledge Agreement to
“Articles,” “Sections’ and other subdivisons are to the corresponding Articles, Sections or
subdsvisienseafothisbrdge Agreement, and the words “herein,” “hereof,” “hereunder” and other
words of similar import refer to this Pledge Agreement as a whole and not to any particular
Article, Section or subdivision hereof.

Section 1.03. Term of Agreement. This Pledge Agreement shall become effective upon
its execution and delivery by the Successor Agency and the City and shall continue in effect until
all amounts required to be paid under the terms of the Pledge Agreement have been paid in full.

Section 1.04. Authorization. The Successor Agency hereby agrees to provide financial
assistance to the City in order to pay the principal of and interest on the Bonds, the proceeds of
which were used by the City to finance the Project, all under and subject to the terms and
conditions of the Indenture, the Lease Agreement and this Pledge Agreement. The City agreesto
accept such assistance and to undertake the financing of the Project subject to the terms of this
Pledge Agreement, the Indenture and the Lease Agreement. Sections 3.01 and 4.01 of this
Pledge Agreement constitute a continuing agreement between the Successor Agency and the City
to secure the full and final payment of the principal and interest due on the Bonds, subject to the
agreements, provisions and conditions contained in this Pledge Agreement.

The Successor Agency hereby acknowledges that the agreements of the City in this Pledge
Agreement are intended to satisfy the requirements of the Redevelopment Law with respect to the
use of Tax Revenuesto assist in the financing of the Project.

ARTICLE I
REPRESENTATIONS AND WARRANTIES
Section 2.01. Representations and Warranties of the Successor Agency. The Successor

Agency hereby represents and warrants to the City and the Trustee, for the benefit of National
and the Owners of the Bonds, as follows:

@ At the time of issuance of the Bonds, the Former Agency was a public body,
corporate and politic, organized and existing under and by virtue of the laws of the State with full
power to issue the Bonds and authority to perform its obligations under the Prior Pledge
Agreement, and the Successor Agency is the duly established successor to the Former Agency
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and by virtue of the laws of the State has the full power and authority to perform its obligations
hereunder.

(b The execution and delivery of the Indenture, the Lease Agreement and the Prior
Pledge Agreement and the performance of its obligations hereunder and thereunder have been
duly authorized by the Former Agency, and the execution and delivery of this Pledge Agreement
and the performance of its obligations hereunder have been duly authorized by the Successor
Agency, itsoversight board and the State of California Department of Finance.

(©) The Indenture and the Lease Agreement have been executed and delivered by the
Former Agency, and this Pledge Agreement has been executed and delivered by the Successor
Agency and each constitutes legal, valid and binding obligations of the Successor Agency
Pl galsiaderSiiccessor Agency in accordance with its terms.

(d) The execution and delivery of the Indenture and the Lease Agreement by the
Former Agency and the execution and delivery of this Pledge Agreement by the Successor
Agency and the consummation of the transactions by the Successor Agency contemplated hereby
and thereby do not conflict with or constitute a breach of or a default under or result in a violation
of (i) the Redevelopment Law (as amended by the Dissolution Act), (ii) any congtitutiona or
statutory provision or order, rule, regulation or ordinance, or any order, decree or judgment of
any court or governmental authority having jurisdiction over the Successor Agency or any of its
properties, or (iii) any agreement or instrument to which it isa party or by which it is bound.

(e There is no action, suit, proceeding, inquiry or investigation before or by any

court, public board or body pending against or threatened against or affecting the Successor
Agency wherein an unfavorable decision, ruling or finding would adversely affect (i) the validity
or enforceability of, or the authority or ability of the Successor Agency to perform its obligations
under, the Indenture, the Lease Agreement and this Pledge Agreement or any other agreement or
instrument to which the Successor Agency is a party and which has been or will be executed by it
in connection with the consummation of the transactions contemplated hereby, or (ii) the
transactions contemplated to be performed by it under the Indenture, the Lease Agreement and
this Pledge Agreement, in each case as such obligations have been modified by the terms of the
Plan of Adjustment.

Section 2.02. Representations and Warranties of the City. Any representations and
warranties of the City in the Lease Agreement to any party are hereby made by the City for the
benefit of the Successor Agency, as if fully set forth in this Pledge Agreement. In addition to the
foregoing, the City hereby represents and warrants to the Successor Agency as follows:

@ The City isamunicipal corporation and chartered city organized and existing
under and by virtue of the laws of the State with full power and authority to finance the Project
and perform its obligations under the Lease Agreement and this Pledge Agreement.

(b The execution and delivery of this Pledge Agreement and the Lease Agreement,
and the performance of its obligations hereunder and thereunder, have been duly authorized by the
City.
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(c) The Lease Agreement has been executed and delivered by the City and is, and this
Pledge Agreement, when executed and delivered by the City and the other parties thereto, will be,
the legal, valid and binding obligations of the City enforceable against the City in accordance with
their respective terms.

(d) The execution and delivery of the Indenture, the Lease Agreement and this Pledge
Agreement, and the consummation of the transactions by the Successor Agency contemplated
hereby and thereby do not and will not conflict with or constitute a breach of or a default under or
result in a violation of (i) any constitutional or statutory provision or order, rule, regulation or
ordinance, or any order, decree or judgment of any court or governmental authority having
jurisdiction over the City or any of its properties, or (ii) any agreement or instrument to which it is

aparty or by which it is bound.
OHSUSA:#561909574.9756190957.11

(e There is no action, suit, proceeding, inquiry or investigation before or by any

court, public board or body pending against or threatened against or affecting the City wherein an
unfavorable decision, ruling or finding would adversely affect (i) the validity or enforceability of,
or the authority or ability of the City to perform its obligations under, this Pledge Agreement and
the Lease Agreement or any other agreement or instrument to which the City is a party and which
has been or will be executed by it in connection with the consummation of the transactions
contemplated by this Pledge Agreement and the Lease Agreement, or (ii) the transactions
contemplated to be performed by it under this Pledge Agreement, the Indenture or the Lease
Agreement, in each case as such obligations have been modified by the terms of the Plan of
Adjustment.

ARTICLE I

PLEDGE AND PLEDGE PAYMENTS

Section 3.01. Pledge. Subject only to the provisions of this Pledge Agreement permitting
the application thereof for the purposes and on the terms and conditions set forth herein, the Tax
Revenues are hereby pledged as follows to secure the payment of the Successor Agency’'s
obligation to make Pledge Payments in accordance with their terms and the provisions of this
Pledge Agreement. Said pledge shall congtitute (i) a first lien on and security interest in “Tax
Revenues’ (as such term is defined in the Indenture) attributable to the Successor Agency from
West End Urban Renewal No. 1 Redevelopment Project of the Former Agency and (ii) asto all
other Tax Revenues, a lien on and security interest in such Tax Revenues on parity with al other
enforceable obligations of the Successor Agency payable from Tax Revenues except to the extent
such enforceable obligations have a prior, senior lien on specia portions of such Tax Revenues
under the specific provisions of documents securing such other enforceable obligations as shown
in Exhibit B (the revenues pledged in clauses (i) and (ii) above, collectively, and subject to the
priority described therein, the “Pledged Tax Revenues’). Said pledge shall attach, be perfected
and be valid and binding from and after the Effective Date, without any physical delivery thereof
or further act. Except for the Pledged Tax Revenues, no funds or properties of the Successor
Agency shall be pledged to, or otherwise liable for, the satisfaction of the Successor Agency’'s
obligations under this Pledge Agreement. The obligation of the Successor Agency to make
Pledge Payments to the Trustee from the Pledged Tax Revenues as specified in Section 3.02 shall
constitute an indebtedness of the Successor Agency incurred in carrying out the Redevelopment

6
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Project in accordance with the Redevelopment Plan and a pledge of the Pledged Tax Revenues to
repay such indebtedness under the provisions of Section 16 of Article XVI of the Constitution of
the State of Californiaand under the Redevelopment Law.

Section 3.02. Pledge Payments.

@ On each Pledge Payment Date throughout the term of this Pledge Agreement, the
Successor Agency shall pay to the Trustee for deposit into the Revenue Fund held by the Trustee
pursuant to the Indenture the Pledge Payments, which Pledge Payments on each such Pledge
Payment Date shall constitute all of the Pledged Tax Revenues received by the Successor Agency
since the last Pledge Payment Date not exceeding the amounts shown on Exhibit A attached
hereto for each such Pledge Payment Date (but subject to the next succeeding paragraph). So
iy sas it eepogieloesaralgiven Pledge Payment Date, al of the Pledged Tax Revenues received
since the Iast Pledge Payment Date, not exceeding the amounts shown on Exhibit A attached
hereto for each such Pledge Payment Date (but subject to the next succeeding paragraph), the
Successor Agency shall have met its obligation to make the Pledge Payment for such Pledge
Payment Date and shall not be in default under this Pledge Agreement even if the amount of
Pledged Tax Revenues deposited on such Pledge Payment Date is less than the amount shown for
such Pledge Payment Date in the attached Exhibit A. If the amount of Tax Revenues available to
the Successor Agency is less than the amount needed to make payments on all enforceable
obligations of the successor Agency entitled to payment pursuant to the Dissolution Act, the
Successor Agency first shal make payments hereunder from amounts representing “Tax
Revenues’ (as such term is defined in the Indenture) derived from the Pledged Tax Revenues
attributed to the West End Urban Renewal No. 1 Redevelopment Project of the Former Agency,
and second, subject to the payment of the Permitted Liens, shall make payments hereunder from
the Pledged Tax Revenues attributed to other sources on parity with the Pledged Tax Revenues
on apari passu basis with other obligations of the Successor Agency payable from Tax Revenues.

If, on any Pledge Payment Date, available Pledged Tax Revenues allocable to this Pledge
Agreement exceed the Pledge Payment due on such Pledge Payment Date as shown in the
attached Exhibit A, and the Successor Agency had, on any preceding Pledge Payment Date, made
a Pledge Payment that was less than the amount shown for such Pledge Payment Date, the
Successor Agency shall pay to the Trustee an increased amount, derived from such excess
Pledged Tax Revenues, and shall continue to make payments on future Pledge Payment Dates
from future excess Pledged Tax Revenues, until all preceding shortfalls have been made up.

(b) Except as otherwise provided in the second paragraph of Section 3.02(a), Pledged
Tax Revenues received by the Successor Agency since the last Pledge Payment Date in excess of
the maximum amount payable on each Pledge Payment Date as shown on Exhibit A shall be
released from the pledge and lien hereunder. The Successor Agency’s pledge of Pledged Tax
Revenues shall be renewed in connection with each subsequent Pledge Payment.

(c) The Successor Agency understands and agrees that the City has assigned its right,
title and interest in this Pledge Agreement to the Trustee pursuant to the Assignment of Pledge
for the benefit of the Owners and National, to which assignment the Former Agency has
previoudly assented, and the Successor Agency hereby assents to and confirms the assignment as
set forth in the Assignment of Pledge. The City hereby directs the Successor Agency, and the

7
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Successor Agency hereby agrees, to pay to the Trustee at the Trustee's principal corporate trust
office in San Francisco, California, or to the Trustee at such other place as the Trustee shall direct
inwriting, all payments payable by the Successor Agency pursuant to this Section 3.02.

Section 3.03. Prepayment Option. The City hereby grants an option to the Successor
Agency to prepay the principal component of the Pledge Payments, from any available funds, in
full or in part, without premium.

Said option may be exercised on any date, commencing September 1, 2014.2015. Said
option shall be exercised by the Successor Agency by giving written notice to the City, National
and the Trustee of the exercise of such option at least sixty (60) days prior to the date of
prepayment. Such option shall be exercised in the event of prepayment in full, by depositing with
SH¥Fotreeeas ieiapRahbunt, which, together with amounts then on deposit in the Revenue Fund
and the Insurance and Condemnation Fund, will be sufficient to pay all outstanding Bonds,
together with accrued interest thereon, or, in the event of prepayment in part, by depositing with
said notice cash in an amount divisible by $5,000 equal to the amount desired to be prepaid. In
the event of prepayment in part, the partial prepayment shall be applied against the principal
component of Lease Payments in such manner as the Successor Agency shall determine and if the
Successor Agency shall fail to make such determination, in inverse order of their payment dates.
Pledge Payments due after any such partial prepayment shall be in the amounts set forth in a
revised Pledge Payment schedule which shall be provided by, or caused to be provided by, the
Successor Agency to the City and the Trustee and which shall represent an adjustment to the
schedule set forth in Exhibit A attached hereto taking into account said partial prepayment.

Section 3.04. Development of Project. In consideration for the Former Agency’s
agreement to make specified proceeds of the Bonds available to the City pursuant to the
Indenture and the Former Agency’s execution and performance of the Pledge Agreement, the City
used all Bond proceeds disbursed to the City pursuant to the Indenture for purposes of financing
the completed Project.

ARTICLE IV

COVENANTS OF THE AGENCY

Section 4.01. Punctua Payment. The Successor Agency will punctually pay or cause to
be paid to the Trustee the Pledge Payments in strict conformity with the terms of this Pledge
Agreement, and it will faithfully observe and perform all of the conditions, covenants and
requirements of it under this Pledge Agreement.

Section 4.02. Parity Obligations. The Successor Agency shall not create, incur, assume
or suffer to exist any lien, pledge, encumbrance or security interest on any of the Pledged Tax
Revenues either senior to or pari passu with the lien created pursuant to this Pledge Agreement
other than the Permitted Liens, except that the Successor Agency may issue Parity Obligations, to
the extent permitted by law, as follows:
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@ to pay in full or otherwise defease, pursuant to the terms of the Indenture, all
Outstanding Bonds, plus all amounts due and payable under this Pledge Agreement as of the date
of such prepayment; or

(b to prepay in full the total maximum amounts of al Pledge Payments remaining
unpaid plus al other amounts due and payable under this Pledge Agreement as of the date of such

prepayment.
Section 4.03. Subordinate Obligations; Other Obligations.

@ Only to the extent permitted by law, the Successor Agency may issue or incur
Subordinate Obligations in such principal amount as shall be determined by the Successor
Argeseyssider Saeciasnii Agency may issue or incur such Subordinate Obligations if, and to the
extent, such Subordinate Obligations are payable from Pledged Tax Revenues within the Plan
Limitations, provided that all Outstanding Bonds, Parity Obligations and Subordinate Obligations
coming due and payable following the issuance or incurrence of such Subordinate Debt
Obligations shall not exceed the maximum amount of Pledged Tax Revenues permitted within the
Plan Limitations.

(b Only to the extent permitted by law, the Successor Agency may issue or incur
obligations not payable from Pledged Tax Revenues in such principa amount as shall be
determined by the Successor Agency without regard to or limitation under this Pledge Agreement.

Section 4.04. Payment of Claims. The Successor Agency will pay and discharge, or
cause to be paid and discharged, any and all lawful claims for labor, materials or supplies which, if
unpaid, might become a lien or charge upon the properties owned by the Successor Agency or
upon the Pledged Tax Revenues or any part thereof, or which might impair the security for the
Successor Agency’s obligations hereunder. Nothing in this Pledge Agreement contained shall
require the Successor Agency to make any such payment so long as the Successor Agency in
good faith shall contest the validity of said claims, or any payment in respect of the City’s interest
in the Project.

Section 4.05. Books and Accounts; Financial Statement. The Successor Agency will
keep, or cause to be kept, proper books of record and accounts, separate from all other records
and accounts of the Successor Agency, in which complete and correct entries shall be made of all
transactions relating to the Pledged Tax Revenues. Such books of record and accounts shall at all
times during business hours be subject, upon prior written request, to the reasonable inspection of
the Trustee (although the Trustee shall have no duty to undertake any such inspection), National,
the Owners of any Bonds then outstanding, or their representatives authorized in writing.

Section 4.06. Payments of Taxes and Other Charges. The Successor Agency will pay
and discharge, or cause to be paid and discharged, all taxes, service charges, assessments and
other governmental charges which may hereafter be lawfully imposed upon the Successor Agency
or the properties then owned by the Successor Agency in the Project Area, when the same shall
become due. Nothing in this Pledge Agreement contained shall require the Successor Agency to
make any such payment so long as the Successor Agency in good faith shall contest the validity of
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said taxes, assessments or charges. The Successor Agency will duly observe and conform with all
valid requirements of any governmental authority relative to the Project Area or any part thereof.

Section 4.07. Protection of Security. The Successor Agency agrees to contest any
assertion by any officer of any governmental entity or any other person with respect to the
enforceability of the Successor Agency’s obligations hereunder. From and after the issuance of
the Bonds, the Successor Agency’s obligations hereunder shall be incontestable by the Successor
Agency.

Section 4.08. Continuing Disclosure. The Successor Agency hereby covenants and
agrees that it will comply with and carry out all of the provisions of the Continuing Disclosure
Certlflcate NotW|thstand|ng any other provison of this Pledge Agreement, failure of the

iR ESSEE RGERERLSEamply with the Continuing Disclosure Certificate shall not constitute an
Event of Default hereunder; provided, however, that Nationa or the Trustee, at the direction of
National, for the benefit of the Owners of the Bonds may take such actions as may be necessary
and appropriate to compel performance by the Successor Agency of its obligations under this
Section 4.08, including, without limitation, seeking mandate or specific performance by court
order.

Section 4.09. Further Assurances. The Successor Agency will adopt, make, execute and
deliver any and al such further resolutions, instruments and assurances as may be reasonably
necessary or proper to carry out the intention or to facilitate the performance of the obligations on
its part under this Pledge Agreement and for the better assuring and confirming unto the Trustee
and the Owners of the Bonds of the rights and benefits provided in Section 3.01 and this Article
V.

Section 4.10. Petition for Final and Conclusive Determination. Pursuant to the
Dissolution Act, including Section 34177.5(i) of the Health and Safety Code, within ten (10) days
of the execution of this Pledge Agreement, the Successor Agency shall petition the Department of
Finance of the State to confirm that its determination that the Pledge Payments approved in the
Recognized Obligation Payments Schedules required by the Dissolution Act congtitute
enforceable obligations is final and conclusive, and that it has finally and conclusively approved of
subsequent payments made pursuant to this Pledge Agreement.

Section 4.11. Filing of ROPS and Successor Agency Refunding Revenues. The
Successor Agency shall timely file all Recognized Obligation Payments Schedules as required by
the Dissolution Act and shall comply with al requirements of the Dissolution Act to ensure the
alocation and payment to the Successor Agency of the Pledged Tax Revenues.

ARTICLEV
INDEMNITY

Section 5.01. Indemnity. The City covenants and agrees to indemnify and save the
Successor Agency, the Trustee and its respective officers, directors, agents and employees,
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harmless against any loss, expense and liabilities which they may incur arising out of or in the
exercise and performance of their powers and duties under this Pledge Agreement or the
Indenture, including the costs and expenses of defending against any clam of liability, but
excluding any and all losses, expenses and liabilities which are due to the negligence or willful
misconduct of the Successor Agency or the Trustee, or their respective officers, directors, agents
or employees. The obligations of the City under this paragraph shall survive the resignation or
removal of the Trustee under the Indenture or any defeasance of the Bonds.

ARTICLE VI

OHSUSA:756190957.9756190957.11 EVVENTS OF DEFAULT AND REMEDIES

Section 6.01. Events of Default. The following events shall constitute Events of Default
hereunder:

@ If sufficient Pledged Tax Revenues are available to the Successor Agency in
accordance with the terms and provisions of this Pledge Agreement to make a Pledge Payment,
fallure by the Successor Agency to make such Pledge Payment when and as the same shall
become due and payable.

(b Failure by the Successor Agency to observe and perform any of the covenants,
agreements or conditions on its part contained in this Pledge Agreement, other than as referred to
in the preceding clause (a), for a period of sixty (60) days after written notice specifying such
failure and requesting that it be remedied has been given to the Successor Agency by the Trusteg;
provided, however, that if in the reasonable opinion of the Successor Agency the failure stated in
such notice can be corrected, but not within such sixty (60) day period, such failure shall not
constitute an Event of Default if corrective action is instituted by the Successor Agency within
such sixty (60) day period and thereafter is diligently pursued until such failure is corrected.

(©) The filing by the Successor Agency of a petition or answer seeking reorganization
or arrangement under the federal bankruptcy laws or any other applicable law of the United States
of America, or if a court of competent jurisdiction shall approve a petition, filed with or without
the consent of the Successor Agency, seeking reorganization under the federal bankruptcy laws or
any other applicable law of the United States of America, or if, under the provisions of any other
law for the relief or aid of debtors, any court of competent jurisdiction shall assume custody or
control of the Successor Agency or of the whole or any substantial part of its property.

(d) If the Successor Agency ceases to be a public body, corporate and politic
organized and existing by virtue of the laws of the State of California with the full legal right,
power and authority under the laws of the State of California to carry out and consummate all
transactions contemplated hereby.

(e The occurrence and continuation of an “Event of Default” under the Indenture
following the occurrence and continuation of a “Termination Event” under the Forbearance
Agreement which has been neither deferred nor waived by National.

11
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If an Event of Default has occurred and is continuing, the Trustee may, with the consent
of National, and at the written direction of National or of the Owners of a magjority in aggregate
principal amount of the Outstanding Bonds, with the consent of National, the Trustee shall,
subject to the provisions of the Indenture, exercise any remedies available to the Trustee in law or
at equity. Immediately upon becoming aware of the occurrence of an Event of Default, the
Trustee shall give notice of such Event of Default to the Successor Agency by telephone, fax or
other telecommunication device, promptly confirmed in writing.

Section 6.02. Application of Funds Upon Default. All Pledged Tax Revenues received
by the Trustee pursuant to any right given or action taken by the Trustee under the provisions of
this Pledge Agreement, shall be applied by the Trustee as follows:

OHSUSA: 7890957 fitbal9ags thie payment of the fees, costs and expenses of the Trustee in declaring
such Event of Default and in carrying out the provisions of this Article VI, including reasonable
compensation to its agents, attorneys and counsel,

(b second, to the payment of all installments of interest then due and unpaid, on apro
rata basis with respect to this Pledge Agreement and any Parity Obligations in the event that the
available amounts are insufficient to pay all such interest in full,

(©) third, to the payment of all installments of principal then due and payable, on a pro
rata basis with respect to this Pledge Agreement and any Parity Obligations in the event that the
available amounts are installments of principal in full, and

(c) fourth, to the payment of interest on overdue installments of principal and interest,
on a pro rata basis with respect to this Pledge Agreement and any Parity Obligations in the event
that the available amounts are insufficient to pay all such interest in full.

Any remaining amounts shall be used to pay any Subordinate Obligations.

Section 6.03. No Waiver. Nothing in this Article VI or in any other provision of this
Pledge Agreement, shal affect or impair the obligation of the Successor Agency, which is
absolute and unconditional, to pay from the Pledged Tax Revenues and other amounts pledged
hereunder, the principal of and interest and premium (if any) on the Bonds to the Trustee when
due, as herein provided, or affect or impair the right of action, which is aso absolute and
unconditional, of the Trustee to institute suit to enforce such payment by virtue of the contract
embodied in this Pledge Agreement.

A walver of any default by the Trustee shall not affect any subsequent default or impair
any rights or remedies on the subsequent default. No delay or omission of the Trustee 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 of any such default or an acquiescence therein, and every power and
remedy conferred upon the Trustee by the Redevelopment Law or by this Article VI may be
enforced and exercised from time to time and as often as shall be deemed expedient by the
Trustee.

12
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If a suit, action or proceeding to enforce any right or exercise any remedy shall be
abandoned or determined adversely to the Trustee, the Successor Agency and the Trustee shall be
restored to their former positions, rights and remedies as if such suit, action or proceeding had not
been brought or taken.

Section 6.04. Agreement to Pay Attorneys Fees and Expenses. In the event either party
to this Pledge Agreement should default under any of the provisions hereof and the nondefaulting
party or the Trustee should employ attorneys or incur other expenses for the collection of moneys
or the enforcement or performance or observance of any obligation or agreement on the part of
the defaulting party herein contained, the defaulting party agrees that it will on demand therefor
pay to the nondefaulting party or the Trustee, as the case may be, the reasonable fees of such

attorneys and such other expenses so incurred.
OHSUSA:756190957.9756190957.11

Section 6.05. Remedies Not Exclusive. No remedy herein conferred upon or reserved to
the Trustee is intended to be exclusive of any other remedy. Every such remedy shal be
cumulative and shall be in addition to every other remedy given hereunder or now or hereafter
existing, at law or in equity or by statute or otherwise, and may be exercised without exhausting
and without regard to any other remedy conferred by the Redevelopment Law or any other law.

ARTICLE VII

MISCELLANEOUS

Section 7.01. No Successor Agency Liability on Bonds. The Successor Agency shall
have no liability for payment of the Bonds from its own monies except as set forth in this Pledge
Agreement.

Section 7.02. Benefits Limited to Parties; No Successor Agency Liability for Projects.
Nothing in this Pledge Agreement, expressed or implied, is intended to give to any person other
than the Successor Agency, the Trustee, National and the City any right, remedy or claim under
or by reason of this Pledge Agreement. All covenants, stipulations, promises or agreements in
this Pledge Agreement contained by and on behalf of the Successor Agency or the City shall be
for the sole and exclusive benefit of the City, the Successor Agency, National and of the Trustee
acting astrustee for the benefit of the Owners of the Bonds.

The Successor Agency shal have no liability whatsoever with respect to the Project,
including but not limited to any liability related to the acquisition, rehabilitation, maintenance or
operation of the Project.

Section 7.03. Obligations of the City. All of the obligations of the City under this Pledge
Agreement shall apply only to the City and any person who expressly assumes in writing all or any
portion of the City’'s obligations under this Pledge Agreement.

Section 7.04. Successor |s Deemed Included in All References to Predecessor;
Assignment. Whenever in this Pledge Agreement any of the Successor Agency, the City, National
or the Trustee is named or referred to, such reference shall be deemed to include the successors or
assigns thereof, and all the covenants and agreements in this Pledge Agreement contained by or
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on behalf of the Successor Agency, the City, National or the Trustee shall bind and inure to the
benefit of the respective successors and assigns thereof whether so expressed or not.

The City shall not assign any of its rights or responsibilities under this Pledge Agreement
without the prior written consent of the Successor Agency. The Trustee shall not assign itsrights
or responsibilities under this Pledge Agreement, except to a successor trustee under the Indenture.

Section 7.05. Amendment. This Pledge Agreement may be amended by the partiesto
this Pledge Agreement by written instrument, subject to the written consent of the Trustee and,
provided that National is not in default or otherwise failing to fulfill its obligations under the
Municipal Bond Insurance Policy, the written consent of National. The City and the Trustee
covenant that the Indenture shal not be amended in any manner that adversely affects the

oA genesroeodidhility hereunder without the prior written consent of the Successor

Section 7.06. Waiver of Personal Liability. No member, officer, agent or employee of
the Successor Agency shal be individually or personally liable for the obligations of the Successor
Agency under this Pledge Agreement; but nothing contained in this Pledge Agreement shall
relieve any such member, officer, agent or employee from the performance of any official duty
provided by law. No director, officer, agent or employee of the City shal be individualy or
personally liable for the obligations of the City hereunder unless such person expressy assumesin
writing all or any portion of the City’s obligations hereunder.

Section 7.07. Notices. All written notices to be given under this Pledge Agreement shall
be given by first class mail or personal delivery to the party entitled thereto at its address set forth
below, or at such address as the party may provide to the other parties in writing from time to
time. Notice shall be effective 48 hours after deposit in the United States mail, postage prepaid
or, in the case of any notice to the Trustee or in the case of personal delivery to any person, upon
actual receipt at the address set forth below:

If to the Successor Agency: City of Stockton, as Successor Agency to the
Redevelopment Successor Agency of the City of
Stockton
425 North El Dorado Street
Stockton, CA 95202-1997
Attention: City Manager
Phone: (209) 937-8212
Fax: (209) 937-7149

If to the City: City of Stockton
425 North El Dorado Street
Stockton, CA 95202-1997
Attention: City Manager
Phone: (209) 937-8212
Fax: (209) 937-7149

If to the Trustee: Wells Fargo Bank, National Association
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555 Montgomery Street, 10th Floor

San Francisco CA 94111

Attention: Corporate Trust, MAC A0167-102
Phone: (415) 222-2868

Fax: (415) 395-9064

If to National: Optinuity Alliance Resources, an MBIA Inc.
Company

Special Situations Group

113 King Street

Armonk, New Y ork 10504

Phone: (914) 765-3533

Attn: Daniel E. McManus, Jr., Esg.

Section 7.08. Partial Invalidity. If any Section, paragraph, sentence, clause or phrase of
this Pledge Agreement shall for any reason be held illegal, invalid or unenforceable, such holding
shall not affect the validity of the remaining portions of this Pledge Agreement. The Successor
Agency and the City hereby declare that they would have entered into this Pledge Agreement and
each and every other Section, paragraph, sentence, clause or phrase hereof irrespective of the fact
that any one or more Sections, paragraphs, sentences, clauses, or phrases of this Pledge
Agreement may be held illegal, invalid or unenforceable.

OHSUSA:756190957-:9756190957.11

Section 7.09. Execution in Several Counterparts. This Pledge Agreement may be
executed in any number of counterparts and each of such counterparts shall for al purposes be
deemed to be an original; and al such counterparts, or as many of them as the Successor Agency
and the City shall preserve undestroyed, shall together constitute but one and the same
instrument.

Section 7.10. Applicable Law. This Pledge Agreement shall be governed by and
construed in accordance with the laws of the State.
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IN WITNESS WHEREOF, the CITY OF STOCKTON, AS SUCCESSOR AGENCY TO
THE REDEVELOPMENT AGENCY OF THE CITY OF STOCKTON and the CITY OF
STOCKTON have caused this Pledge Agreement to be signed by their respective officers, all as
of the day and year first above written.

CITY OF STOCKTON, AS SUCCESSOR
AGENCY TO THE REDEVELOPMENT
AGENCY OF THE CITY OF STOCKTON

By
OHSUSA:#561909574.9756190957.11 Clty M anager
Attedt:
Secretary
CITY OF STOCKTON
By
City Manager
Attedt:
City Clerk
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COLLECTIVE EXHIBIT 3

NPFG PARKING SETTLEMENT DOCUMENTS
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FORBEARANCE AGREEMENT

(2004 Parking Bonds)

THIS FORBEARANCE AGREEMENT (the “Agreement”) ismade asof this___ day
of , 26342015 by and among the City of Stockton, California (the “City”), Wells
Fargo Bank, National Association, as Trustee (the “2004 Parking Bond Trustee”), the Parking
Authority of the City of Stockton (the “Parking Authority”), the Stockton Public Financing
Authority (the “Authority”), and Nationa Public Finance Guarantee Corporation (“NPFG” and
collectively with the City, the Authority, the Parking Authority, and the 2004 Parking Bond
Trustee, the “Parties’) based on the facts and understandings set forth below.

RECITALS

A. Pursuant to the terms of that certain Indenture of Trust made and entered into as
of June 1, 2004 (the “2004 Parking Indenture”) by and between the Authority and the 2004
Parking Bond Trustee, the Authority issued its Stockton Public Financing Authority Lease
Revenue Bonds, Series 2004 (Parking and Capital Projects) (collectively, the “2004 Parking
Bonds”) in the original aggregate principal amount of $32,785,000 for the purpose of providing
funds to finance the construction of the Coy Parking Garage (defined below) and the Stockton
Events Center Garage (defined below) as well as to finance various capital improvements
throughout the City.

B. Pursuant to that certain Site and Facility Lease (the “Parking Structure Lease
Out”) dated as of June 1, 2004, between the City (as lessor) and the Authority (as lessee), the
City leased to the Authority (i) certain real property situated in San Joaquin County, State of
California, as described on Exhibit A to the Parking Structure Lease Out (the “ Stockton Parking
Sites’), and (ii) the Market Street Parking Garage (defined below), the Coy Parking Garage
(defined below), and the Stockton Events Center Garage (defined below), as described on Exhibit
A and Exhibit B to the Parking Structure Lease Out (collectively, with the Stockton Parking
SiteSites, the “Leased Parking Facilities’).

C. Contemporaneoudly therewith, the City and the Authority entered into that certain
Lease Agreement, dated as of June 1, 2004 (the “Parking Structure Lease Back”), pursuant to
which the Authority leased to the City the Leased Parking Facilities.

D. Pursuant to the Parking Structure Lease Back, among other things, the City agreed
to pay to the Authority, as rental for the use and occupancy of the Leased Parking Facilities, the
L ease Payments (as defined in the Parking Structure Lease Back), which Lease Payments were
denominated in principal and interest components payable at the times and in the amounts
necessary to allow the Authority to make full and timely payments on the 2004 Parking Bonds
from the L ease Payments.

E. Pursuant to the 2004 Parking Indenture, the Authority assigned to the 2004
Parking Bond Trustee all of the rights of the Authority under the Parking Structure Lease Back
(other than certain rights expressly reserved by the Authority) and under the 2004 Parking
Structure Lease Out (other than certain rights expresdy reserved by the Authority). The rights
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assigned by the Authority pursuant to the 2004 Parking Indenture included, but were not limited
to, theright to receive and collect all of the Lease Payments from the City under the 2004 Parking
Structure Lease Back and the rights and remedies conferred on the Authority pursuant to the
Lease Agreement.

F. NPFG, as successor to Financial Guaranty Insurance Company, insuresthe
payment of principal of, and interest on, the 2004 Parking Bonds, when due, subject to the terms
and conditions set forth in that certain Municipal Bond New Issue Insurance Policy No. 04010390
(the “2004 Parking Bond Palicy”).

G. On February 26, 2008, the City and Stockton City Center 16, LLC (“SCC 16”)
entered into that certain Master Lease (the “SCC 16 Lease’), pursuant to which SCC 16
subleased certain retail premises located on the Leased Parking Facilities (the “ Subleased Space’)
from the City.

H. On April 22, 2008, SCC 16 and the United States Postal Service (the “USPS")
entered into a sublease (the “USPS Sublease”), pursuant to which SCC 16 sub-subleased 4,080
square feet of the Subleased Space to the USPS.

l. On June 17, 2008, SCC 16 and Pacific Gas & Electric Company (“PG&E”)
entered into that a sublease (the “PG&E Sublease”), pursuant to which SCC 16 sub-subleased
12,613 square feet of the Subleased Space to PG&E.

J. On April 19, 2012, as aresult of the failure of the City to make arequired Lease
Payment when due, the California Superior Court for the County of San Joaquin (the “California
State Court”) entered a judgment (the “Judgment of Possession”) in favor of the 2004 Parking
Bond Trustee in an unlawful detainer suit against the City styled as Wells Fargo Bank, National
Association v. City of Sockton, Case No. 39-2012-00277662-CU-UD-STK (the “City Unlawful
Detainer Action”), awarding the 2004 Parking Bond Trustee possession of the Leased Parking
Facilities, as well astheright to re-enter and re-let the Leased Parking Facilities or any part
thereof for the account of the City, for the benefit of the holders of the 2004 Parking Bonds and
NPFG.

K. Contemporaneoudly therewith, the California State Court entered that certain
Order Appointing Receiver (the “2012 Receivership Order”), which appointed Kevin Whelan as
post-judgment receiver of the Leased Parking Facilities{the“Reeceiver™}. Pursuant to the 2012
Receivership Order, the Receiver is authorized to operate the Leased Parking Facilities and collect
the revenues from such operation for the account of the City, for the benefit of the holders of the
2004 Parking Bonds and NPFG.

L. On May 4, 2012, as aresult of SCC 16’ s failure to vacate the Subleased Space
following notice from the 2004 Parking Bond Trustee of the Judgment of Possession, the 2004
Parking Bond Trustee commenced an unlawful detainer action against SCC 16 in the California
State Court, styled Wells Fargo Bank, National Association v. Stockton City Center 16, LLC,
Case No. 39-2012-00280527-CU-UD-STK (the “SCC 16 Litigation”), to obtain possession of
the Subleased Space.

2
2
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M. On or about May 18, 2012, the Receiver entered into that certain Garage
Management Agreement with Central Parking Systems, Inc. {the“Central- Parking-Contract™)-
pursuant to which Central Parking Systems, Inc. agreed, among other things, to operate the
Leased Parking Facilities on behalf of the Receiver.

N. On June 28, 2012, the City filed a petition for relief under chapter 9 of title 11 of
the United States Code (the “Bankruptcy Code’) in the United States Bankruptcy Court for the
Eastern District of Cdlifornia (the “Bankruptcy Court™) commencing the case styled In re City of
Sockton, California, Case No. 2012-32118 (the “Bankruptcy Case”).

O. On June 12, 2013, following hearings conducted before the Bankruptcy Court
concerning the City’s éligibility to be a debtor under chapter 9 of the Bankruptcy Code (the
“Eligibility Contest”), the Bankruptcy Court entered an order for relief with respect to the City.

P. On or about November 21,15, 2013, the City filed the Plan{defined-belewsits Plan
for the Adjustment of Debts of the City of Stockton, California in the Bankruptcy Court.

Q. S-On or about December 17, 2013, the City Council passed Resolution No.
13-1010 (the “Parking Authority Resolution”) authorizing the formation of, and forming, the
Parking Authority, as a public body corporate and politic organized and existing under and by
virtue of the laws of the State of California, to, among other things, take title to, hold, and

operate the Parking-Assetskacilities (defined below).

R. n or t April 3, 2014, th iforni rt ent the 2014

Recelv ip Or ng other things, directing the Receiver to turn ov ion
ntrol of the L king Facilities to th king Authority on the Effective Date.

S. nor t M 2014, the City, the 2004 Parking Bond Trustee, and SCC 16
entered into the SCC 16 Settlement, settling the SCC 16 Litigation.

T. n or t June 2, 2014, the City filed its First Am Plan for the Adjustment
f Debts of City of kton iforni M odifi ne 2, 2014).

U. n or t A 2014, the City filed its First Am Plan for th
Adjustment of Debts of City of Stockton, California, as Modified (August 8, 2014).

<

As of the date hereof, the Plan is pending confirmation by the Bankruptcy Court.

W.  F-Asof the date hereof, the City expresdy acknowledges that (i) it isin material
default under the terms of the Existing Bond Documents (defined below) by reason of, the
Existing Defaults (defined below) set forth on Exhibit A hereto, and (ii) the Existing Defaults
have occurred and are continuing.

([DIIoo
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X. Y-In accordance with the terms of the 2004 Parking Indenture, as the result of the
existence of such Existing Defaults, the 2004 Parking Bond Trustee ishewwas entitled, on or
before the Petition Date, among other things, to exercise its rights and remedies under the terms
of the 2004 Parking Indenture and the other Existing Bond Documents.

Y. --Without prejudice to any of the 2004 Parking Bond Trustee's or NPFG’ srights
or remedies arising as aresult of the Existing Default, the 2004 Parking Bond Trustee, at the
direction of NPFG, and NPFG are willing to forbear from exercising any of their rights and
remedies arising from the occurrence or continuation of any Existing Defaults until the occurrence
of a Termination Event (defined below) upon the terms and conditions set forth below.

NOW, THEREFORE, in exchange of fair and valuable consideration, the receipt and
adequacy of which are hereby acknowledged, each of the Parties hereto agrees as follows:

AGREEMENT

ARTICLE 1
DEFINITIONS

Section 1.1 Certain Defined Terms. The following additional terms shall have
the meanings provided below:

@ 2004 Arena Bonds means the Redevelopment Agency of the City of
Stockton Revenue Bonds, Series 2004 (Stockton Events Center — Arena Project) in the original
aggregate principal amount of $47,000,000.

(b 2004 Arena Bond Trustee means Wells Fargo Bank, National Association,
in its capacity as bond trustee under the 2004 Arena Indenture.

(c) 2004 Arena Indenture means that certain Indenture of Trust dated as of
March 1, 2004 by and between the Agency and the 2004 Arena Bond Trustee relating to the 2004
Arena Bonds.

(d) 2004 Parking Bonds has the meaning ascribed to it in the preambleRecitals,

above.

(e 2004 Parking Bond Policy has the meaning ascribed to it in the Recitals,
above.

)] 2004 Parking Bond Trustee has the meaning ascribed to it in the preamble,
above.

(9) 2004 Parking Indenture has the meaning ascribed to it in the
preambleRecitals, above.

(h) 2012 Receivership Order has the meaning ascribed to it in the Recitals,
above.

4
-—4-
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(g 2014 Receivership Order m the or f th |frn|

Effective Date attached h Exhibit P.

()] {h)}-AB 506 Process means the neutral evaluation process in which the City
participated between March 27, 2012 and June 25, 2012, pursuant to Assembly Bill 506, codified
at California Government Code section 53760, et seqg.

(K)  rAfter-Acquired Parking Assets means any parking assets (including,
without limitation, surface parking lots, parking meters, metered spaces, and other parking
garages) within the Downtown Parking District created-er, constructed, acquired, leased or

licensed by the City or the Parking Authonty#eliewmg%hedateef—thasAg;eemenPeth%an%he
%eeleded—PaHeegAeﬂs rinwhi hth rth k|n A thority h |r t orin |r

()} fr-Agreement has the meaning ascribed to it in the preamble, above.

(m) {H-ArenaForbearance Agreement means that certain Forbearance
Agreement among the City, the 2004 Arena Bond Trustee, the Successor Agency and NPFG,
dated as of the date hereof, relating to the 2004 Arena Bonds.

(n)  {myr-Assgnment Documents means the Deeds, the Assignment of Parking
Structure Lease Back, the Assignment of Parking Structure Lease Out, the Assignment of SCC
16 Lease, the Transfer Documents, and/er any other documents, instruments or agreements
executed in connection with this Agreement pursuant to which any assets of the City are
transferred to the Parking Authority.

(0)  {nrAssignment of Parking Structure L ease Back means the assignment of
leasehold interest between the City and the Parking Authority annexed as Exhibit B hereto.

(p)  {e)Assgnment of Parking Structure L ease Out means the assignment of
leasehold interest between the City and the Parking Authority annexed as Exhibit C hereto.

(@  prAssignment of SCC 16 L ease means the assignment of leasehold
interest in the SCC 16 L ease between the City and the Parking Authority annexed as Exhibit D
hereto.

() Assumption Or m thFin r f the Bankr
including, without limitation, th nfirmation thorizing th mption

assignment of the Piklng Structure L ease Back, the Parklng Structure Lease Out, the SCC 16
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[6)] {e-Authority has the meaning ascribed to it in the preamble, above.

(3] r-Automatic Termination Date has the meaning ascribed to it in Section
4.2 hereof.

@ Ball Park Agr t m th tain Event
" e ;

(v)  {srBankruptcy Case has the meaning ascribed to it in the Recitals, above.

(w) {-Bankruptcy Code has the meaning ascribed to it in the Recitals, above.

(x)  {f-Bankruptcy Court has the meaning ascribed to it in the Recitals, above.

(V)] £4-Bond Documents means the Existing Bond Documents, this
Agreement, the Installment Sale Agreement, and any other agreement, instrument or document
executed in connection with this Agreement or the Installment Sale Agreement relating to the
2004 Parking Bonds.

2 {w)-Business Day means a day other than a Saturday, a Sunday, or any
other day on which banking institutionsin New Y ork, New York are required or authorized to
close by law or executive order.

(@) {9-Cdifornia State Court has the meaning ascribed to it in the Recitals,
above.

t of th t|t| insur r in tion 2.11.

(cc) {&-City hasthe meaning ascribed to it in the preamble, above.
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Case 12-32118 Filed 01/07/15 Doc 1845

(dd) {aa)-City Unlawful Detainer Action has the meaning ascribed to it in the
Recitals, above.

(ee) {bb)-Conditions Precedent means the conditions precedent to the
effectiveness of this Agreement, as set forth in Article 4 hereof.

(ff)  {ee}-Confirmation Order means the order, in form and substance reasonably
satisfactory to NFPG and the 2004 Parking Bond Trustee; entered by the Bankruptcy Court
confirming the Plan.

Downtown Parking Facilities identifi nExhr it K h

(hh)  {dd)y-Coy Parking Garage means the Edmund S. Coy Parking Garage,
located at 130 North Hunter Street, Stockton, California, as more particularly described in the
Parking Structure Lease Back.

(i) Debt has the meanin ri to it in the In

gg (ee}D%ds means, collectrvely those certarn recordable\,t\rarrantyL

_Mlltl annexed hereto as Exhibit El Eww
the After-A king A tially th form forth in Exhibit E1 —
E19 hereto.

(kk)  H-Downtown Parking District means the area shown in Figure 1 of
Exhibit C, attached to the Installment Sale Agreement, and located within the boundaries as
further described in such Exhibit C to the Installment Sale Agreement.

{n Downtown Parking Faciliti the parking facilities (includin
without I|m|tat|on, surface Qarklng lots, Qarklng meters, metered gaces, and other Qarklng

th Kkin Ath rity hol irect or indirect int ther than li mbr r

ts) within the Downtown Parking District f the Effective D ther than th
L king Faciliti the Excl king A

(nn)  EDD Lot (City) means the parking lot | 135W. Fr
i ia, 95202, excepting ] porti epresenting DD

(00) {gg)-Effective Date has the meaning ascribed to it in the Plan.

(pp)  {Rk)-Eligibility Contest has the meaning ascribed to it in the Recitals,

above.

4
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(qq) {-Excluded Parking Assets means the(i) th Kin faciliti
real property located at 400 East Main Street, Stockton, California 95202-95202 and (ii) the
Ports West lot whileiit i the Ports pur t to the Ball Park Agr t.

(rr)  {p-Existing Bond Documents means the Parking Structure Lease Out, the
Parking Structure Lease Back, the 2004 Parking Indenture, the 2004 Parking Bond Policy, the
Memorandum of Lease Agreement, the Memorandum of Assignment, and any other documents,
instruments or agreements entered into by the City, the Authority, the 2004 Parking Bond Trustee
and/or NPFG in connection with the issuance of, or evidencing or securing, the 2004 Parking
Bonds.

(ss) {kk)Existing Defaults means the defaults set forth on Exhibit A attached-
hereto, including, without limitation, the City’s commencement of the Bankruptcy Case.

(tt)  Eacilitiesm the L Parking Facilities, the Downtown Parkin
Faciliti the After-Acquired Parking A .

(uu)  {B-Fina Order means a judgment, order, ruling, or other decree issued and
entered by the Bankruptcy Court or by any state or other federal court or other tribunal having
jurisdiction over the subject matter thereof which judgment, order, ruling, or other decree has not
been reversed, stayed, modified, or amended and as to which (i) the time to appeal or petition for
review, rehearing, or certiorari has expired and no appeal or petition for review, rehearing, or
certiorari is then pending or (ii) any appeal or petition for review, rehearing, or certiorari has been
finally decided and no further appeal or petition for review, rehearing, or certiorari can be taken
or granted.

(w) H Y ear has the meanin ri t h term in the | nstallment

(ww) {mm)-Forbearance Period has the meaning ascribed to it in Section 2.1(a)

(xx)  {An)yForbearing Parties means NPFG and the 2004 Parking Bond Trustee.

Exhibit L hereto.

(zz) {ee}Instalment Payment has the meaning ascribed to it in the Installment

Sale Agreement.

(aea) {pp)yInstallment Sale Agreement meansthat certain Installment Sale
Agreement dated as of the date hereof by and between NPFG, the 2004 Parking Bond Trustee
and the Parking Authority and executed in connection with this Agreement, annexed as Exhibit F
hereto.

Jplloo
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minimum liability reguir t forth therein.

(cce)  {ge)y-Judgment By Confession means the-entry-ef-a judgment by confession
and declaration of counsel substantially in the fermforms annexed as composite Exhibit G hereto.

(ddd) {-Judgment of Possession has the meaning ascribed to it in the Recitals,

above.

(eee) {ss)Leased Parking Facilities has the meaning ascribed to it in the Recitals,
above.

(fff)  {t)-Lease Payments has the meaning ascribed to it in the 2004 Parking
Indenture.

(hhh) {ue-Market Street Parking Garage means the City’s Market Street Parking
Garage, located at 430 East Market Street, Stockton, California, as more particularly described in
the Parking Structure Lease Back.

(i) Net R has the meanin ri to it in the Installment
Agreement.

gj)  &~9-No Adverse Effect Opinion means an opinion to be delivered by the
City to the 2004 Parking Bond Trustee in substantially the form annexed as Exhibit H hereto.

(kkk) Non-Core Parking Assets means the Downtown Parking Facilities that are
not Cor king A r After-Acquir king A :

d - f-NPEG has the meaning ascribed to it in the preamble, above.

‘ ( [ Facilities pursuant to a Manag
Aar t who isretained in r with tion 2.2 of this Aar t.

(000) {e4-Parties has the meaning ascribed to it in the preamble, above.

(ppp) E»A-Parking Authority has the meaning ascribed to it in the Recitals,

above.

&II@
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(qqq) {zzyParking Authority Resolution has the meaning ascribed to it in the
Recitals, above.

(rrr) {aaa}Parkir_\g A%hes%hemeamﬂgﬂaseﬂbeen&mm%nen%

| thereof to the 2004 Parking Bond Trugtee, the R NPEG.

(uuu) {eee)-Parking Structure L ease Back has the meaning ascribed to it in the
Recitals, above.

(vwv) {ddd)-Parking Structure L ease Out has the meaning ascribed to it in the
Recitals, above.

(www) {eee}-Permitted Encumbrances means the easements, encroachments and
other title exceptions with respect to the Leased Parking Facilities described on Exhibit | annexed-
hereto.

(xxx) HH-Permitted Liens means the following encumbrances: (a) liens for taxes

or other assessments or other governmental charges or levies, ret-yet-dueif any, not then

in t, or which th king Authority m r t to provisions of Article V of th
Installment Sale Agreement, permit to remain unpaid; (b) pledges or deposits securing obligations
under workers' compensation, unemployment insurance, socia security or public liability laws or
similar legidation incurred in the ordinary course of business, in amounts not to exceed {$50,000}
in the aggregate; (c) pledges or deposits securing bids, tenders, contracts (other than contracts for
the payment of money) or leases to which the Parking Authority is a party as lessee made in the
ordinary course of business; (d) statutory liens of landlords and workers', mechanics’, suppliers,
carriers , warehousemen’s or other similar liens arising in the ordinary course of business and
securing indebtedness not yet due and payable, in amounts not to exceed {$50,000} in the
aggregate; (€) zoning restrictions, easements, rights of way, licenses, mineral rights, drillin
rights, or other restrictions on the use of real property or other minor irregularities in title
(including, without limitation, leasehold title) thereto existing as of the date hereof so long asthe
same do not_materialy impair the use, value or marketability of such real property, leases or
leasehold estates; (f) Permitted Encumbrances; and (g) such other liens as shall be approved by
the 2004 Parking Bond Trustee at the direction of NPFG inits sole and absolute discretion.

10
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(yyy) {ggg9)-PG&E has the meaning ascribed to it in the Recitals, above.

(zzz) (Rhh)-PG&E Sublease has the meaning ascribed to it in the Recitals, above.

(aaaq) (ii)-Plan means the wg Ammggj Plan for t Le_Adjustment of Debts of e
City of Stockton, California, eri o

MM#U_—L%M 2014) [Dkt. No. 1 mdw
nnection with the First Am Plan for the Adjustment of Debts of City of kton

California, As Modified (August 8, 2014) [Dkt. No. | (as confirmed by the Bankruptcy
Court pursuant to the Confirmation Order).

(bbbb) Ports m 7th Inning Stretch, LL ifornia limited liabilit
n the west side of the stadium at the end of Lincoln in the City of Stockton.

(dddd) Ports West Lot R
th king Authorit forth in Section 2.2

(eeee) Receiver prior to the Effective Date, m Kevin J. Wh followin

the Effective Date, m Kevin J. Wh

ome th f the Parking Author t the City. with respect to the EDD Lot
ring th th the EDD Lot not a Facility).

(g0gq) HH-SCC 16 has the meaning ascribed to it in the Recitals, above. _

(hbhh) {mmm)-SCC 16 L ease has the meaning ascribed to it in the Recitals, above.
(i)  fAan)y-SCC 16 Litigation has the meaning ascribed to it in the Recitals,

above.

»J; (=
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(j) feee)SCC 16 Settlement means that certain Settlement Agreement and
Mutual Release, dated as of ———1};May 8, 2014, between and among the City, SCC 16 and the
2004 Parking Bond Trustee.

(KKKK) {ppp)-SCC 16 Subleases means, collectively, the PG& E Sublease, the
USPS Sublease and any other sublease pursuant to which SCC 16 is a sub-sublessor of all or any
portion of the Subleased Space.

)  {ege)-Stockton Events Center Garage means the City’s Stockton Events
Center Parking Structure, located at 310 West Fremont Street, Stockton, California, as more
particularly described in the Parking Structure Lease Back.

(mmmm) {rrr-Stockton Parking Site has the meaning ascribed to it in the
Recitals, above.

(nnnn) {sss}-Subleased Space has the meaning ascribed to it in the Recitals, above.

(0000) {ttt)-Successor Agency means the City, acting in its capacity as Successor
Agency to the Redevelopment Agency of the City of Stockton following the dissolution of such

agency.

(pppp) {ue-Termination Event means any of the events set forth in Section 6.1

hereof.

( 0000) Q\AA/-}Transfer Documents means [FFBBJthe transfer documents for certain trms_fg documents for ﬁtan

are annexed hereto as EXthItS Jito _{;}ﬂ

(rrrr) - feanan-USPS has the meaning ascribed to it in the Recitals, above.

(sss9) (exx)-USPS Sublease has the meaning ascribed to it in the Recitals, above.

Section 1.2 Genera Rules of Construction: For all purposes of this Agreement,
except as otherwise expressly provided or unless the contest otherwise requires, the following

shall apply:

@ Defined terms in the singular shall include the plural as well as the singular
and vice versa.

(b Unless otherwise indicated, all references in this Agreement to “Articles’
or “Sections’ are to the Articles or Sections of this Agreement.

(©) The terms “herein,” “hereof,” “hereto,” and “hereunder” and other words
of similar import refer to this Agreement, as awhole, and not to any particular Article, Section or
subdivision in this Agreement.

ARTICLE 2
FORBEARANCE AND OTHER AGREEMENTS

12
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Section 2.1 Forbearance by the 2004 Parking Bond Trustee and NPFG.

@ Subject to the terms and conditions contained herein, including but not
limited to the City’ s acknowledgment of the items set forth in Recital FW, above, from and after
the Effective Date until the occurrence of a Termination Event (such period, the “Forbearance
Period”), NPFG and the 2004 Parking Bond Trustee, at the direction of NPFG, agree to forbear
from exercising the rights and remedies that are available to them under the Existing Bond
Documents solely by reason of either the Existing Defaults or the CityParking Authority’ s failure
to make full and timely payment of the Lease Payments in accordance with the terms of the
Parking Structure Lease Back during the Forbearance Period; provided, however, that, after the
occurrence of a Termination Event, NPFG and the 2004 Parking Bond Trustee, at the direction of
NPFG, may (but shal not be required to) defer or waive the rights and remedies available to them
following a Termination Event or reinstate the forbearance provided in this Agreement.

(b) Nothing contained in this Agreement, however, shall limit or restrict NPFG
or the 2004 Parking Bond Trustee from taking any action that either NPFG or the 2004 Parking
Bond Trustee may take under the Bond Documents or at law or in equity as may be necessary or
appropriate in NPFG’s or the 2004 Parking Bond Trustee's discretion to preserve, protect or
defend any of the collateral or security interests described in the Bond Documents, including,
without limitation, (i) defending, intervening in or filing any legal proceedings relating to any such
collateral or security interests; (ii) sending any notices to any persons or entities concerning the
existence of security interests or liens in favor of NPFG or the 2004 Parking Bond Trustee
relating to such collateral or security interests; or (iii) otherwise preserving any of NPFG’s or the
2004 Parking Bond Trustee' s rights, remedies, positions or defenses.

(©) Notwithstanding the foregoing or any other provision to the contrary
contained herein, upon the occurrence of a Termination Event, the Forbearance Period shall
automatically and immediately terminate, and the Forbearing Parties shall be entitled to exercise_

as against the Parking Authority, any and all rights and remedies available under the Bond
Documents that otherwise would have been exercisable against the City or available under

applicable law or in equity; provided, however that, after the occurrence of a Termination Event,
NPFG and the 2004 Parking Bond Trustee, at the direction of NPFG, may (but shall not be
required to) defer or waive the rights and remedies available to them following a Termination
Event or reinstate the forbearance provided in this Agreement.

Section 2.2 Transfer of the j ilities to the Parking Authority.
The City'sint in the Faciliti | betr red to the Parking Authority on th in
the mann ject to th ndition forth

@ Tr f Non-Core Parking A . Onor re the Effective D
it | t iver to the Parking Authority the D Tr Document

t t wh| hth | tr to the P: k|n Authority it f imple titl int in

in A thority th

~

n or re the Effective D the Cit | t to th

US-ACTHVEN44374825\13164984-0003W EIL :\44374825\43\64984.0003



Case 12-32118 Filed 01/07/15 Doc 1845

D r Tr Document t to whi hth | tr to th k|n

[0} (b) Transter of Additional Parking Assets. On the Effective Date,
theDeeds to | eased Parking Facilities. The City shall execute and deliver to the Parking
Authority the Deeds and related Transfer Documents with respect to the AdéitienalLeased
Parking AssetsEacilities, pursuant to which the City shall transfer to the Parking Authority its fee
simple title and interest in the Additional-Parking-Assets free-and-clear-of-allHiensand-
enedmbranees-other-than-Permitted-LiensandlL eased Parking Facilities in each case subject to, as
may be applicable, the Parking Structure Lease Out, the Parking Structure Lease Back, and the
SCC 16 Lease:

theEﬁeetweDate—theteHewrngw#Leeeur— and free and cIear of liens and encumbrances other
than Permitted Liens.

(i)  {arAssgnment of Parking Structure Lease Out. The Parking
Structure L ease Out will be assumed in accordance with the Plan. The City and the Parking
Authority shall execute the Assignment of Parking Structure Lease Out, pursuant to which (i) the
City shall assign to the Parking Authority all of the City’ srights, title and interest, as lessor,
pursuant to the Parking Structure Lease Out and related Existing Bond Documents, subject to (x)
the Parking Structure Lease Back, (y) the SCC 16 Lease, and (z) the rights of the Authority, the
2004 Parking Bond Trustee, and NPFG under the Bond Documents, and (ii) the Parking
Authority shall assume al of the City’s obligations pursuant to the Parking Structure Lease Out
and related EX|st|ng Bond Documents kin Auth rit | prom tI

(i)  fbrAssignment of City's Rightsin Parking Structure L ease Back.

The Parking Structure L ease Back will be assumed in accordance with the Plan. The City and the
Parking Authority shall execute the Assignment of Parking Structure Lease Back, pursuant to

which (i) the City shall assign to the Parking Authority all of the City srights, title and interest, as

14
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lessee, pursuant to the Parking Structure Lease Back and related Existing Bond Documents,
subject to (x) the SCC 16 Lease and (y) the rights of the Authority, the 2004 Parking Bond
Trustee, and NPFG under the Bond Documents, and (ii) the Parking Authority shall assume all of
the City’ s obligations under the Parking Structure Lease Back and related Existing Bond
Documents. _Th king Authorit | promptl the Assignment of k|n

(v)  {erAssgnment of City’s Rightsin SCC 16 Lease and SCC 16
Settlement. Th 16 L will med in r with the Plan. The City and the
Parking Authority shall execute the Assignment of SCC 16 Lease pursuant to which (i) the City
shall assign to the Parking Authority all of the City’' srights, title and interest, as sublessor,
pursuant to the SCC 16 Lease and in the SCC 16 Settlement, subject to the rights of the
Authority, the 2004 Parking Bond Trustee and NPFG under the Bond Documents, and (ii) the
Parking Authority shall assume all of the City' s obligations under the SCC 16 Lease and the SCC
16 Settlement Th Parki ( (

iliti forth in Section 2.2(d). below.

AQrII 1, 2015.
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(e Transfer of After-Acquired Parking Assets. Within thirty (30) days

following the City’s acquisition or completion of construction with respect to any After-Acquired
Parking Asset, the City shall execute and deliver to the Parking Authority the D rD and

the related Transfer Documents with respect to such After-Acquired Parking Asset fr |

f all li mbr ther than Permitted Liens.
) EDD Lot it | with th king Authority in
th P king Authority’ f rtst t |nt | with th f iforni r|t licabl
ween the City and the State of Californi t to which th 1y lepses the EDD
Lot (St
(Q Ports West Lot. The Ci ignsto th king Authorit

net r if mtthPrt fthPrtW Lot that th

Section 2.3 Section2-4-Conveyance Fees and Taxes. The City shall be

responsible for, and shall promptly pay, al real property, conveyance, transfer, documentary,
recording and filing taxes, fees and charges, and all title insurance and survey charges incurred in
connection or related to the conveyance to the Parklng Authorlty of the Ee&d—%kmg@g
interests in the Facilities .

@ [ [
Payments in the m@ng g fgrth in gtlgn 4. 1(k1, gggrlng the term of thls Agreement, the

Parking Authority shall pay to the 2004 Parking Bond Trustee the Installment Payments, at the
times, and in the manner and amounts provided in the Installment Sale Agreement. To the extent
the 2004 Parking Bond Trustee receives any Installment Payments in the manner, times and
amounts required by the Installment Sale Agreement, (i) the 2004 Parking Bond Trustee shall be
entitled to hold and apply such Installment Payments in the same manner as the 2004 Parking
Bond Trustee is permitted to treat Revenues (as defined in the 2004 Parking Bond Indenture)
pursuant to the 2004 Parking Bond Indenture, (ii) the Parking Authority shall receive a credit for
the amount of any Installment Payment actually received by the 2004 Parking Bond Trustee
against any Lease Payments that would then be due and owing under the Parking Structure Lease
Back in the absence of this Agreement, and (iii) the 2004 Parking Bond Trustee shall apply any
Installment Payments actually received by the 2004 Parking Bond Trustee to the payment of the
2004 Parking Bonds in accordance with the terms of the 2004 Parking Indenture.

(b) Each of the City and the Parking Authority expressly acknowledges and
agrees that the failure of the Parking Authority to make any Installment Payment when due in
accordance with the Installment Sale Agreement shall constitute an “Event of Default” under the
2004 Parking Indenture and the Parking Structure Lease Back, and the 2004 Parking Bond
Trustee shall thereafter immediately have the right to exercise as against the Parking Authority
any and all of #sthe 2004 Parking Bond Trustee's respective rights and remedies available under,

;lﬁllo'?
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and subject to the terms and conditions of, the Bond Documents or otherwise, at law or in equity_
that would otherwise have been exercisable against the City; provided, however that, nothing
herein shall prevent NPFG and the 2004 Parking Bond Trustee, at the direction of NPFG, from
deferring or waiving the rights and remedies available to them under the Bond Documents or
otherwise, at law or in equity.

Section 2.5 Seetion2:6-SCC 16.

@ Assignment of SCC 16 Lease. The City and the Parking Authority hereby
assign absolutely and unconditionally to the 2004 Parking Bond Trustee, for the benefit of NPFG
and the holders of the 2004 Parking Bonds, any and all rights they may have (or with respect to
the Parking Authority, may acquire in connection with this Agreement) in the SCC 16 Lease and
in the SCC 16 Settlement. Each of the City and the Parking Authority further agrees that it shall
not amend or consent to any waiver, forbearance, modification, termination, or other revision to
the SCC 16 Lease or the SCC 16 Settlement without the prior written consent of the 2004
Parking Bond Trustee and NPFG; provided, that, at the direction of NPFG or the 2004 Parking
Bond Trustee, the City or the Parking Authority shall take such actions as may be required by
NPFG or the 2004 Parking Bond Trustee to enforce the SCC 16 Settlement against SCC 16.

(b Assignment of SCC 16 Settlement Payments and Other Rights. The City
and the Parking Authority hereby assign absolutely and unconditionally to the 2004 Parking Bond
Trustee, for the benefit of NPFG and the holders of the 2004 Parking Bonds, any rights the City
or the Parking Authority (by virtue of this Agreement) may have under the SCC 16 Settlement,
including, without limitation, the right to receive any payments made by SCC 16 thereunder. In
the event the City or the Parking Authority receives any payments from SCC 16 required to be
made under the SCC 16 Settlement, the City or the Parking Authority (as applicable) shall
promptly remit such payments to the 2004 Parking Bond Trustee.

(c) Default under the SCC 16 Lease. Promptly following the occurrence of an
“Event of Default” as such termis used in the SCC 16 Lease or in the event that (i) the Subleased
Space is abandoned by SCC 16 or (ii) the SCC 16 Lease is terminated for any reason, the Parking
Authority shall provide notice thereof to the 2004 Parking Bond Trustee and to NPFG. Subject
to the rights of SCC 16 (if any), upon the occurrence of an “Event of Default” as such termis
used inthe SCC 16 Lease or in the event that (x) the Subleased Space is abandoned by SCC 16 or
(y) the SCC 16 Lease isterminated for any reason, in addition to, or in connection, the exercise of
all of the other rights granted to the 2004 Parking Bond Trustee, as assignee of the City and the
Parking Authority, the 2004 Parking Bond Trustee shall have the right, with or without
terminating the SCC 16 Lease, among other things, to reenter the Subleased Space, remove all
persons and property therefrom and to relet the Subleased Space on behalf of the Parking
Authority in accordance with the terms of the Parking Structure Lease Back, to any then-existing
subtenants (including, without limitation, PG& E and USPS) thereof or to any other parties asthe
2004 Parking Bond Trustee may determine and any reletting revenues derived therefrom shall be
assigned, and paid directly to, the 2004 Parking Bond Trustee, to be applied to the payment of the
principal of, and interest on, the 2004 Parking Bonds, at such times and in such manner as shall be
determined by NPFG; provided, that, other than as provided in the immediately preceding
sentence or as required by the Installment Sale Agreement (in the event of a prepayment by the
Parking Authority of the Installment Payments due thereunder), in no event will the City or the

17
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Parking Authority be required to make any payment with respect to the SCC 16 Settlement from
any source of funds other than the actual amounts, if any, received by the City or the Parking
Authority with respect to the Subleased Space.

Section 2.6  Section2/-Tax Exempt Status.

@ No Adverse Effect Opinion. On the Effective Date, the City shall cause a
nationally recognized bond counsel, reasonably acceptable to the City, the 2004 Parking Bond
Trustee, and NPFG, to deliver the No Adverse Effect Opinion to NPFG and the 2004 Parking
Bond Trustee for the benefit of the holders of the 2004 Parking Bonds. The No Adverse Effect
Opinion shall provide, among other things, that the transactions contemplated hereinin this
Agreement and in the Installment Sale Agreement shall not cause interest on the 2004 Parking
Bonds to be includable in the gross income of the holders of the 2004 Parking Bonds for federal
income tax purposes.

(b) Continued Obligation to Maintain Tax-Exempt Status. The City and the
Parking Authority hereby covenant and agree, for the benefit of NPFG and the holders of the
2004 Parking Bonds, not to take or cause to be taken any action or actions, or fail to take any
action or actions, that would cause the interest payable on the 2004 Parking Bonds to be
includable in the gross income of the holders thereof for federal income tax purposes, and will at
all times do and perform al acts and things permitted by law and necessary or desirable in order to
assure that interest paid on the 2004 Parking Bonds will be excluded from the gross income of the
holders of the 2004 Parking Bonds for federal income tax purposes.

Section2.7  Seetien-2.8-Bond Documents Remain in Force and Effect. Except as
otherwise may be expressly provided by the Agreement or the Installment Sale Agreement, the
Existing Bond Documents shall remain in full force and effect, and each of the Parties (subject to
the assignments effectuated pursuant to this Agreement or the Installment Sale Agreement) shall
continue to comply with its respective obligations and covenants thereunder. For the avoidance
of doubt, subject to Section 2.2 hereof, the Parking Authority shall occupy and maintain the
Leased Parking Facilities in accordance with the terms of the Parking Structure Lease Back, and
the Parking Authority shall be responsible for any costs and expenses required to be paid by the
City under Article V of the Parking Structure L ease Back.

Section 2.8  Seetien-2.9-Judgment by Confession. On the Effective Date, the Authority-
andthe Parking Authority shall execute, and shall cause theirits counsel to execute, and provide
to the 2004 Parking Bond Trustee, for the benefit of NPFG and the holders of the 2004 Parking
Bonds, documents sufficient to authorize the Judgment by Confession to secure the Parking
Authority’ s obligations under this Agreement and the other Bond Documents, and the Judgment
by Confession shall reflect the express consent by the Authority to the entry of the Judgment by
Confession. Notwithstanding the Parking Authority’ s failure to make the Installment Payments,
the 2004 Parking Bond Trustee may not enforce the Judgment by Confession unless it becomes
effective pursuant to Section 6.2(d). The-Autherity-and-the Parking Authority also hereby
walvewalves all errors, rights of appeal and stays of execution._The City and the Authority agree

that they shall not contest the entry or the enforcement of the Judgment by Confession and any
order effectuating the Judgment by Confession against the Parking Authority.

%3 &
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Section2.9  Section2.10-Annual Reporting. Commencing on January-15.-2015;the
Effective Date, and continuing annually thereafter on or before January 15 of such calendar year,
the City, the Authority, and the Parking Authority shall deliver to the 2004 Parking Bond Trustee
and NPFG a notice certifying that (i) other than the Existing Defaults, there are no other events of
default or defaults under the Bond Documents, and, to the knowledge of the City, the Authority,
and Parking Authority, as applicable, no other event has occurred that, with the passage of time,
the giving of notice, or both would result in an event of default under the Bond Documents and
(if) no Termination Event has occurred under this Agreement.

Section 2.10  Seetien-2-11-Covenant Not to Transfer. The Parking Authority covenants
that it shall not sell, transfer, encumber (other than as subject to the Permitted Liens), or
otherwise compromise any assets transferred to the Parking Authority pursuant to, or in
connectlon with, thls Agreement incl udlng without I|m|tat|on its mtgﬁs in theLe%d—Pakag

 title I anos. which Sl be e oer 1 acheence by NPFG ol the Gity. Shall be ol
ly between the City and NPEG.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

Section 3.1 Representations and Warranties of the City. The City hereby makes
the following representations and warranties to the other Parties:

@ Due Organization and Existence. The City isamunicipal corporation and
chartered city organized and existing under and by virtue of its charter and the laws of the State of
California, has full legal right, power and authority under the laws of the State of Californiato
enter into this Agreement and to carry out and consummate all transactions contemplated hereby,
and by proper action the City has duly authorized the execution and delivery of this Agreement.

19
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(b) Due Execution. The representatives of the City executing the Agreement
have been fully authorized as of the date hereof to execute the same pursuant to a resolution duly
adopted by the City Council of the City.

(©) Valid, Binding and Enforceable Obligations. The Agreement has been duly
authorized, executed and delivered by the City and constitutes the legal, valid and binding
obligation of the City enforceable against the City in accordance with its terms.

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

(e Consents and Approvals. No consent or approval of any trustee or holder
of any indebtedness of the City or of the voters of the City, and no consent, permission,
authorization, order or license of, or filing or registration with, any governmental authority is
necessary in connection with the execution and delivery of this Agreement, or the consummation
of any transaction herein contemplated, except as have been obtained or made and as are in full
force and effect prior to the date hereof.

)] No Litigation. With the exception of objections that have been or may be
filed to the confirmation of the Plan and the matters identified on Exhibit N hereto, there isno
action, suit, proceeding, inquiry or investigation before or by any court or federal, state, municipal
or other governmental authority pending or, to the knowledge of the City, threatened against or
affecting the City or the assets, properties or operations of the City (excepting the Bankruptcy
Case) that, if determined adversely to the City or itsinterests, would have a material and adverse
effect upon the consummation of the transactions contemplated by, or the validity of, the
Agreement, or upon the financial condition, assets properties or operations of the City, and the
City 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 would materially and adversely affect the consummation of the transactions
contemplated by the Agreement, or the financial conditions, assets, properties or operations of the
City (excepting all Existing Defaults and the Bankruptcy Case).

(9 No Additional Defaults. Other than the Existing Defaults, there are no
other events of default or defaults under the Bond Documents, and no other event has occurred
that, with the passage of time, the giving of notice, or both would result in an event of default
under the Bond Documents.
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Section 3.2 Representations and Warranties of the Authority. The Authority
hereby makes the following representations and warranties to the other Parties:

@ Due Organization and Existence. The Authority is a public body,
corporate and politic organized and existing by virtue of the laws of the State of California and
has full legal right, power and authority under the laws of the State of Californiato enter into this
Agreement and to carry out and consummate al transactions contemplated hereby, and by proper
action the Authority has duly authorized the execution and delivery of this Agreement.

(b Due Execution. The representatives of the Authority executing the
Agreement have been fully authorized as of the date hereof to execute the same pursuant to
official action taken by a governing body of the Authority.

(©) Valid, Binding and Enforceable Obligations. The Agreement has been duly
authorized, executed and delivered by the Authority and constitutes the legal, valid and binding
obligation of the Authority enforceable against the Authority in accordance with its terms.

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

(e Consents and Approvals. No consent or approval of any trustee or holder
of any indebtedness of the Authority, and no consent, permission, authorization, order or license
of, or filing or registration with, any governmental authority is necessary in connection with the
execution and delivery of this Agreement, or the consummation of any transaction herein
contemplated, except as have been obtained or made and as are in full force and effect prior to the
date hereof.

)] No Litigation. Thereis 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 Authority, threatened against or affecting the Authority or the assets,
properties or operations of the Authority (excepting the Bankruptcy Case) that, if determined
adversely to the Authority or its interests, would have a material and adverse effect upon the
consummation of the transactions contemplated by, or the validity of, the Agreement, or upon the
financial condition, assets, properties or operations of the Authority, and the Authority 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
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that would materially and adversely affect the consummation of the transactions contemplated by
the Agreement, or the financial conditions, assets, properties or operations of the Authority.

(9 No Additional Defaults. Other than the Existing Defaults, there are no
other events of default or defaults under the Bond Documents, and no other event has occurred
that, with the passage of time, the giving of notice, or both would result in an event of default
under the Bond Documents.

Section 3.3 Representations and Warranties of the Parking Authority. The
Parking Authority hereby makes the following representations and warranties to the other Parties:

@ Due Organization and Existence. The Parking Authority is a public body,
corporate and politic organized and existing by virtue of the laws of the State of California and
has full legal right, power and authority under the laws of the State of Californiato enter into this
Agreement and to carry out and consummate al transactions contemplated hereby, and by proper
action the Parking Authority has duly authorized the execution and delivery of this Agreement.

(b) Due Execution. The representatives of the Parking Authority executing the
Agreement have been fully authorized as of the date hereof to execute the same pursuant to
official action taken by a governing body of the Parking Authority.

(©) Valid, Binding and Enforceable Obligations. The Agreement has been duly
authorized, executed and delivered by the Parking Authority and congtitutes the legal, valid and
binding obligation of the Parking Authority enforceable against the Parking Authority in
accordance with its terms.

(d) No Violation. The execution and delivery of the Agreement, the
consummation of the transactions herein and the fulfillment of or compliance with the terms and
conditions hereof, do not and will not conflict with or 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 or order, or any indenture,
mortgage, deed of trust, lease, contract or other agreement or instrument to which the Parking
Authority is a party or by which it or its properties are otherwise subject or bound, or result in the
creation or imposition of any prohibited lien, charge or encumbrance of any nature whatsoever
upon any of the property or assets of the Parking Authority, which conflict, violation, breach,
default, lien, charge or encumbrance would have consequences that would materially and
adversely affect the consummation of the transactions contemplated by the Agreement, or the
financial condition, assets, properties or operations of the Parking Authority.

(e Consents and Approvals. No consent or approval of any trustee or holder
of any indebtedness of the Parking Authority, and no consent, permission, authorization, order or
license of, or filing or registration with, any governmental authority is necessary in connection
with the execution and delivery of this Agreement, or the consummation of any transaction herein
contemplated, except as have been obtained or made and as are in full force and effect prior to the
date hereof.
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)] No Litigation. Thereis 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 Parking Authority after reasonable investigation, threatened against or
affecting the Parking Authority or the assets, properties or operations of the Parking Authority
that, if determined adversely to the Parking Authority or itsinterests, would have a material and
adverse effect upon the consummation of the transactions contemplated by, or the validity of, the
Agreement, or upon the financial condition, assets, properties or operations of the Parking
Authority, and the Parking Authority 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 would materially and adversely affect the
consummation of the transactions contemplated by the Agreement, or the financial conditions,
assets, properties or operations of the Parking Authority.

Section 3.4 Representation and Warranties of NPFG. NPFG hereby makes the
following representations and warranties to the other Parties:

@ Due Authorization and Execution. This Agreement has been executed on
behalf of NPFG by persons duly authorized to do so and with the power to bind NPFG.

(b) Valid, Binding and Enforceable Obligations. This Agreement has been duly
authorized, executed and delivered by NPFG and congtitutes the legal, valid and binding
obligation of NPFG enforceable against NPFG in accordance with its terms.

(©) Consents and Approvals. NPFG has the power and authority to enter into
this Agreement, and no consents are required that have not been obtained from any person or
entity to make this Agreement enforceable against NPFG.

(d) No Litigation. Excepting the Bankruptcy Case, 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 NPFG, threatened against or affecting
NPFG that, if determined adversely to NPFG or its interests, would have a material and adverse
effect upon the consummation of the transactions contemplated by, or the validity of, the
Agreement, and NPFG 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 would materially and adversely affect the
consummation of the transactions of this Agreement.

Section 3.5 Representation and Warranties of the 2004 Parking Bond Trustee.
The 2004 Parking Bond Trustee hereby makes the following representations and warranties to the
other Parties:

@ Due Authorization and Execution. This Agreement has been executed on
behalf of the 2004 Parking Bond Trustee by persons duly authorized to do so and with the power
to bind the 2004 Parking Bond Trustee.

(b) Valid, Binding and Enforceable Obligations. This Agreement has been duly
authorized, executed and delivered by the 2004 Parking Bond Trustee and constitutes the legal,
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valid and binding obligation of the 2004 Parking Bond Trustee enforceable against the 2004
Parking Bond Trustee in accordance with its terms.

(c) Consents and Approvals. The 2004 Parking Bond Trustee has the power
and authority to enter into this Agreement, and no consents are required that have not been
obtained from any person or entity to make this Agreement enforceable against the 2004 Parking
Bond Trustee.

(d) No Litigation. Excepting the Bankruptcy Case, 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 2004 Parking Bond Trustee,
threatened against or affecting the 2004 Parking Bond Trustee that, if determined adversely to the
2004 Parking Bond Trustee or its interests, would have a material and adverse effect upon the
consummation of the transactions contemplated by, or the validity of, the Agreement, and the
2004 Parking Bond Trustee 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 would materially and adversely affect the
consummation of the transactions of this Agreement.

ARTICLE 4

CONDITIONS PRECEDENT TO CLOSING; TERMINATION

Section4.1 Conditions Precedent to Closing. The terms and provisions of this
Agreement, including but not limited to the representations and warranties herein, are expressly
subject to the following conditions precedent unless waived, in writing, by the Parties:

@ The 2014 Receivership Or | Fina Or in full for
effect;

(b)  {a)rEach Party shall have executed (and NPFG shall have issued a direction
letter to the 2004 Parking Bond Trustee directing the 2004 Parking Bond Trustee to execute) the
Agreement, the Installment Sale Agreement, the Deeds, and any other Assignment Documents,
documents, agreements and instruments (including, without limitation, the No Adverse Effect
Opinion) required to be executed by such Party in order effectuate the terms of this Agreement_as

of, or on, the Effective Date;
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(0)  {k)The City, the Parking Authority and the Authority shall have obtained
any other regulatory approvals necessary so asto be able to execute and perform under this
Agreement.

Section4.2 Termination of Agreement. In the event any or al of the
Conditions Precedent have not occurred (or have not been waived in writing by the Parties) by
September-1,-2034February 24, 2015 (the “Automatic Termination Date™), this Agreement shall
terminate unless the Automatic Termination Date is extended by NPFG, in its sole discretion upon
written notice to the other Partiesto a date no later than thirty (30) days after the Automatic
Termination Date, and following such extension, the Automatic Termination Date may be further
extended upon written consent by all of the Parties.

Section 4.3  Effect of Termination. Inthe event of the termination of this
Agreement pursuant to this Article 4, this Agreement shall become null and void and shall be
deemed of no force and effect, with no liability on the part of any Party hereto (or of any of its
directors, officers, employees, consultants, agents, legal and financial advisors and other
representatives), and no Party shall have any obligations to any other Party arising under this
Agreement or the Installment Sale Agreement, and this Agreement and the Installment Sale
Agreement shall be void ab initio and shall be of no force and effect; provided, that, any
Installment Payments made as of such time shall be credited against any remaining obligations of
the City under the Existing Bond Documents. Upon termination of this Agreement pursuant to
this Article 4, neither the existence of this Agreement or the Installment Sale Agreement nor any
terms or provisions set forth herein or therein shall be admissible in any dispute, litigation,
proceeding or controversy between or among the Parties, and nothing contained herein shall
constitute or be deemed an admission by any Party as to any matter, it being understood that the
statements and resolutions reached herein were as a result of negotiations and compromises of the
respective positions of the Parties. In addition, after such termination in accordance with this
Article 4, no Party shall seek to take discovery concerning this Agreement, or the Installment Sale
Agreement or admit this Agreement or any part thereof or the Installment Sale Agreement or any
part of thereof into evidence against any other Party hereto.

ARTICLES
MUTUAL RELEASES

Section5.1 Mutual Releases. [Fe-bereviewed}-From and after the Effective
Date, each of the City and the Authority hereby fully, finally and completely releases and forever
discharges each of NPFG, the 2004 Parking Bond Trustee, and their predecessors, successors,
assigns, affiliates, subsidiaries, parents, partners, constituents, officers, directors, employees,
attorneys and agents (past, present, and future), and their respective heirs, successors, and assigns
of and from, and each of NPFG and the 2004 Parking Bond Trustee hereby fully, finally and
completely releases and forever discharges the City and the Authority of and from any and all
claims, causes of action, litigation claims, avoidance actions, and any other debts, obligations,
rights, suits, damages, actions, remedies, judgments and liabilities whatsoever, whether known or
unknown, foreseen or unforeseen, liquidated or unliquidated, fixed or contingent, matured or
unmatured, existing as of the Effective Date or thereafter arising, in law, at equity, whether for
tort, contract or otherwise, based in whole or in part upon any act or omission, transaction, event
or other occurrence or circumstances existing or taking place prior to or on the Effective Date
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arising from or related in any way to the AB 506 Process, the Eligibility Contest or the
Bankruptcy Case; provided, that, nothing in this Agreement shall be deemed to release any Party
from any claims, demands, or causes of action with respect to the Existing Defaults or its
obligations under this Agreement and the other Bond Documents.

Section 5.2 Waiver of Provisions of Section 1542 of the California Civil Code.
Section 1542 of the California Civil Code states:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HISOR HER FAVOR
AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM OR
HER MUST HAVE MATERIALLY AFFECTED HISOR HER SETTLEMENT WITH
THE DEBTOR.”

All rights under Section 1542 of the California Civil Code, or any analogous state or federal law,
are hereby expressly WAIVED by the Parties, as and to the extent set forth in Section 5.1, with
respect to any claims, injuries, or damages whether known or unknown existing at the time of this
release.

ARTICLEG6
TERMINATION EVENTS

Section 6.1 Termination Events. The occurrence of any of the following events
shall constitute a“Termination Event” under this Agreement:

@ the Parking Authority shall fail to make any Installment Payment when due
in accordance with the amounts and manner provided in the Installment Sale Agreement;

(b) the failure by the City, the Authority or the Parking Authority to perform
any of its covenants, agreements or obligations under this Agreement (except for the failure to
make any Installment Payment required hereunder, which failure is governed by Section 6.1(a),
above), and such failure continuing for thirty (30) days after written notice thereof from the 2004
Parking Bond Trustee or NPFG;

() any representation or warranty made by the City, the Parking Authority or
the Authority under this Agreement, the Assignment Documents, in any Bond Document or in any
report, certificate, financial statement or other instrument, agreement or document delivered to
the 2004 Parking Bond Trustee or NPFG shall have been false or mideading in any materia
respects as of the date the representation or warranty was made; or

(d) subject to the terms of the Agreement and the Installment Sale Agreement,
the failure by the Authority, the City or the Parking Authority to comply with any of its
agreements, obligations or covenants made or undertaken under any Assignment Document, the
SCC 16 Lease or the Bond Documents (other than the failure to pay when due the amount
remaining (if any) after deducting any Installment Payment actually received by the 2004 Parking
Bond Trustee from the Lease Payment then due and owing pursuant to the Parking Structure
Lease Back), which failure continues for the period(s), if any, set forth in the applicable
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document, after written notice thereof from the 2004 Parking Bond Trustee or NPFG, if
applicable.

Section 6.2 Remedies Upon Occurrence of Termination Event. Upon the
occurrence of a Termination Event (and subject to the deferral or waiver by NPFG and the 2004
Parking Bond Trustee, at the direction of NPFG, of the rights and remedies available to them
following a Termination Event or the reinstate by NPFG and the 2004 Parking Bond Trustee, at
the direction of NPFG of the forbearance provided in this Agreement), each the following shall
occur:

@ Effect on Forbearance. The Forbearing Parties shall no longer be required
to forbear from exercising any remedies available to them at law or equity, or under the terms of
the Bond Documents.

(b Ability to Exercise Remedies. NPFG shall have the right to direct the 2004
Parking Bond Trustee to exercise, and the 2004 Parking Bond Trustee shall have the right to
exercise, at the direction of NPFG, any and al rights and remedies that may be available at law or
equity or under the terms of the Bond Documents. Such rights and remedies include, without
limitation, the right to repossess, re-enter and re-let the Leased Parking Facilities (and the City,
the Authority and the Parking Authority hereby expressly consent to the repossession, reentry and
reletting of the Leased Parking Facilities by the 2004 Parking Bond Trustee or NPFG, as may be
applicable); provided, that, notwithstanding any reentry by the 2004 Parking Bond Trustee or
NPFG, the Parking Authority shall continue to remain liable for its obligations under the Bond
Documents (including, without limitation, the Parking Authority’s obligations to make Lease
Payments under the Parking Structure Lease Back).

(© Termination of Parking Structure L ease Back. At the option of the 2004
Parking Bond Trustee (at the direction of NPFG), the Parking Structure Lease Back shall be
terminated. The Authority and the Parking Authority hereby waive any rights they may have
under Section 9.2 of the Parking Structure Lease Back or otherwise to challenge any such
termination. NPFG and the 2004 Parking Bond Trustee hereby acknowledge that, following any
such termination of the Parking Structure Lease Back, the Parking Structure Lease Out shall
remain in full force and effect, and the rights of NPFG and the 2004 Parking Bond Trustee to
POSSESS, repossess, re-enter, re-let or otherwise obtain and maintain possession and control of the
Leased Parking Facilities shall at all times remain subject to the terms, conditions and
qualifications applicable to the rights of the Authority to possession and control of the Leased
Parking Facilities. NPFG and the 2004 Parking Bond Trustee further agree that, in the event of
such possession, repossession, re-entry or re-let by NPFG and/or the 2004 Parking Bond Trustee
from and after any termination of the Parking Structure Lease Back, then (i) NPFG or the 2004
Parking Bond Trustee, as applicable, shall not commit, suffer or permit any waste on the Leased
Parking Facilities, (ii) to the extent that NPFG or the 2004 Parking Bond Trustee, as applicable
remains in possession during the term of the Parking Structure Lease Out, following the
expiration or other termination of the Parking Structure Lease Out, NPFG or the 2004 Parking
Bond Trustee, as applicable, shall quit and surrender the Leased Parking Facilities in the same
good order and condition as the same were in at the time of such possession, repossession, or
re-entry by NPFG and/or the 2004 Parking Bond Trustee, excepting only reasonable wear and
tear, and (iii) if NPFG or the 2004 Parking Bond Trustee, as applicable, re-lets or otherwise
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transfers the entirety of itsinterest in the Leased Parking Facilities and the Parking Structure
Lease Out, NPFG or the 2004 Parking Bond Trustee, as applicable, shall take commercially
reasonable steps to ensure that any transferee reaffirms and agrees to abide by the covenants set
forth herein for the benefit of the Authority and the Parking Authority.

(d) Effectiveness of Judgment by Confession. The Judgment by Confession
shall become effective without any further action by the 2004 Parking Bond Trustee and without
any further notice to the CityParking Authority, and the 2004 Parking Bond Trustee shall have the
right to proceed to collect any amounts due and owing by the CityParking Authority pursuant
thereto.

ARTICLE 7
MISCELLANEOUS

Section 7.1 Amendments. This Agreement may not be modified, amended, or
supplemented except by a written agreement executed by each of the Parties.

Section 7.2 No Admission of Liahility.

@ Except as otherwise set forth herein, the execution of this Agreement is not
intended to be, nor shal it be construed as, an admission or evidence in any pending or
subsequent suit, action, proceeding or dispute of any liability, wrongdoing, or obligation
whatsoever (including, without limitation, asto the merits of any claim or defense) by any Party to
any other Party or any other person with respect to any of the matters addressed in this
Agreement.

(b) None of this Agreement (including, without limitation, the recitals and
exhibits hereto) or any act performed or document executed pursuant to or in furtherance of this
Agreement: (i) is or may be deemed to be or may be used as an admission or evidence of the
validity of any claim or of any wrongdoing or liability of any Party, or (ii) isor may be deemed to
be or may be used as an admission or evidence of any liability, fault or omission of any Party in
any civil, criminal or administrative proceeding in any court, administrative agency or other
tribunal. None of this Agreement or any act performed or document executed pursuant to or in
furtherance of this Agreement shall be admissible in any proceeding for any purposes, except to
enforce the terms of the Agreement, and except that any Party may file this Agreement in any
action for any purpose, including, without limitation, in order to support a defense or
counterclaim based on the principles of resjudicata, collateral estoppel, release, good faith
settlement, judgment bar or reduction or any other theory of claim preclusion or issue preclusion
or similar defense or counterclaim.

Section 7.3  Good Faith Negotiations. The Parties recognize and
acknowledge that each of the Parties hereto is represented by counsel, and such Party
received independent legal advice with respect to the advisability of entering into this Agreement.
Each of the Parties acknowledges that the negotiations leading up to this Agreement were
conducted regularly and at arm’s length; this Agreement is made and executed by and of each
Party’ s own free will; that each knows all of the relevant facts and its rights in connection
therewith, and that it has not been improperly influenced or induced to enter into this
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Agreement as a result of any act or action on the part of any Party or employee, agent,
attorney or representative of any party to this Agreement. The Parties further

acknowledge that they entered into this Agreement because of their desire to avoid the

further expense and inconvenience of litigation and other disputes, and to compromise
permanently and settle the claims between and among the Parties settled by the execution of this
Agreement.

Section 7.4  Rights and Immunities. Notwithstanding anything herein to
the contrary, the 2004 Parking Bond Trustee is entitled to al of the rights, privileges and
immunities set forth in the Bond Documents. The 2004 Parking Bond Trustee is executing this
Agreement solely as trustee with respect to the 2004 Parking Bonds and not in its capacity as
trustee with respect to any other obligations of the Authority, the City or the Parking Authority.
Furthermore, nothing in this Agreement is intended to impair any rights, remedies and interests,
including without limitation, liens, of any of the Parties hereto in any other capacity. NPFG's
right to direct the 2004 Parking Bond Trustee, from and after the Effective Date, is subject to the
terms and conditions of the 2004 Parking Bond Indenture, including without limitation, the
condition that NPFG has not failed to comply with its payment obligations under the 2004
Parking Bond Policy.

Section 7.5 No Third Party Beneficiaries. Nothing in this Agreement,
express or implied, is intended or shall be construed to confer upon, or to give to, any
person other than the Parties hereto and their respective successors and assigns any right, remedy
or claim under or by reason of this Agreement or any covenant, condition or stipulation
thereof, and the covenants, stipulations and agreements contained in this Agreement are
and shall be for the sole and exclusive benefit of the Parties hereto and their respective
successors and assigns.

Section 7.6  Professional Fees. [Fe-bereviewed}EachExcept as otherwise
provided in Section 2.2 hereof, each of the City, the Parking Authority, the Authority, and NPFG

shall bear the fees and costs of its respective professionals (including, without limitation, its
attorneys and financial advisors). Without limiting the foregoing, the City hereby waives any right
to seek reimbursement of any fees and costs incurred by its professionals (including, without
limitation, its attorneys and financial advisors as a result of the negotiation and drafting of this
Agreement and the Installment Sale Agreement, the Bankruptcy Case, the Eligibility Contest or
the AB 506 Process). NPFG hereby waives any right to seek reimbursement from the City for the
feesincurred by its professionals (including, without limitation, its attorneys and financial
advisors) under the Bond Documents through the date of this Agreement; provided, however, that
nothing herein is intended to congtitute a waiver of (and NPFG expresdy reserves the right to
assert) any claims for any fees and costs of NPFG'’ s professionals incurred as a result of breach by
the City, the Authority or the Parking Authority of this Agreement, the Installment Sale
Agreement or the Bond Documents from and after the date of this Agreement. The 2004 Parking
Bond Trustee shall be entitled to recover its reasonable fees and expenses, including fees and
expenses of its attorneys, incurred on or prior to the Effective Date from any funds held by the
2004 Parking Bond Trustee and from which such fees and expenses are recoverable pursuant to,

and to the extent provided in, the Existing Bond Documents-whether-sueh-fees-and-expenses-
were-tneurred-prior-to,-or-after-the date-of this Agreement; provided, however, that in the event
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the amounts in such funds are insufficient to pay thesuch reasonable fees and costsexpenses of the
2004 Parking Bond Trustee, the 2004 Parking Bond Trustee shall not be entitled to the payment

of such fees and eestsexpenses, directly or indirectly, from the City’s general fund, but shall have
the right to recover such reasonable fees and expenses incurred on or prior to the Effective Date
to the extent otherW|se provided i in the Bond Documents o) g¥ from gg@g of the Ingglm@

EX||anD ts.

(@  Seection A/ Netices—All demands, notices, requests, consents, and
other communications hereunder shall be in writing and shall be deemed to have been
duly given (i) when personally delivered by courier service or messenger, (ii) upon
actual receipt (as established by confirmation of receipt or otherwise) during normal
business hours, otherwise on the first business-dayBusiness Day thereafter if transmitted
electronically (by e-mail transmission), by facsimile or telecopier with confirmation of receipt,
or (iii) three (3) Business Days after being duly deposited in the mail, by certified or
registered mail, postage prepaid-return receipt requested, to the following addresses, or such
other addresses as may be furnished hereafter by notice in writing, to the following Parties:

If to the City: City of Stockton
425 North El Dorado Street
Stockton, California 95202-1997
Telephone: (209) 937-8212
Facsimile: (209) 937-7149
Attn: City Manager

With a copy to:

Orrick |_|E||Illlg|5”9,ll&_ Sutelitie Lt

City of Stockton

425 North El Dorado Street
Sacramento,-California-95814-4497Stockton, California
95202-1997
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T hone: (2 7-8212
Facsimile: (2 7-714
Attn: City Attorney

If to the Parking Authority: Parking Authority of the City of Stockton
425 North El Dorado Street
Stockton, CA 95202-197
Attn: Parking Manager
Phone: (209) 937-8212
Fax: (209) 937-7149

With a copy to:

Orrick, Herrington & Sutcliffe LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Attention: Marc A. Levinson, Esg.
Fax: (916) 329-4900

Email: malevinson@orrick.com

If to the Authority: Stockton Public Financing Authority
425 North El Dorado Street
Stockton, CA 95202-197
Attn: Executive Director
Phone: (209) 937-8212
Fax: (209) 937-7149

With a copy to:

Orrick, Herrington & Sutcliffe LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Attention: Marc A. Levinson, Esg.
Fax: (916) 329-4900

Email: malevinson@orrick.com

If to the 2004 Parking Bond

Trustee WEells Fargo Bank, National Association

Corporate Trust Services— Special Accounts
625 Marguette Avenue, 11th Floor
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MAC N9311-115

Minneapolis, Minnesota 55479

Attention: Lucinda Hruska-Claeys

Fax: (612) 667-5047

Email: lucinda.hruska-clagys@wellsfargo.com

With a copy to

Mintz Levin Cohn Ferris Glovsky and Popeo, P.C.
One Financial Center

Boston, Massachusetts 02111

Attention: William W. Kannel, Esqg.

Fax: (617) 542-2241

Email: wkannel @mintz.com

If to NPFG: Optinuity Alliance Resources, an MBIA Inc. Company
Special Situations Group
113 King Street
Armonk, New Y ork 10504
Telephone: (914) 765-3533
Facsimile: (914) 765-3665
Attn: Daniel E. McManus, Jr., Esg.

With a copy to:

Weéil, Gotshal & MangesLLP

767 Fifth Avenue

New York, New York 10153
Attention: Debra A. Dandeneau, Esq.
Fax: (212) 310-8007

Email: debra.dandeneau@weil.com

(b) ntact |nformation for iond | Relating to Faciliti
inquiries or other communications regarding day-to-day operational or bus i

the Facilities, the following individual(s) at NPFG may be contacted:
John Jordan
Optinuity Alliance Resources, an MBIA Inc. Company
ial Situations Gr
113 King Street

Armonk, New York 10504
Telephone: (914) 765-3556
Facsimile: (914) 216-862

Email: john.jor nationalpfg.com
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Nothing in this Section 7.7(b) shall obviate the requirements set forth in Section 7.7(a), above.

Section 7.8  Entire Agreement. This Agreement reflects the entire agreement
between the Parties with respect to the matters set forth herein and therein and supersedes any
prior agreements, commitments, drafts, communication, discussions and understandings, oral or
written, with respect thereto, and is intended by each of the Parties to be the complete statement
of the terms and conditions, and the final expression, of their agreement relating to the subject
matter hereof and thereof.

Section 7.9 Interpretation. This Agreement and the Installment Sale
Agreement are the result of negotiations among, and have been reviewed by, counsdl to the
Parties, respectively, and are the product of al Parties. Accordingly, this Agreement and
Agreement and the Installment Sale Agreement shall not be construed against any Party
merely because of the Party’ s involvement in the preparation thereof.

Section 7.10 Severability. Whenever possible, each provision of this
Agreement and the Installment Sale Agreement shall be interpreted in such a manner as to be
effective and valid under all applicable laws and regulations. 1f, however, any provision of any
of this Agreement or the Installment Sale Agreement shall be prohibited by or be deemed invalid
under any such law or regulation in any jurisdiction, the Agreement or the Installment Sale
Agreement, as applicable, shall, as to such jurisdiction, be deemed modified to conform to the
minimum requirements of such law or regulation, or, if for any reason it is not deemed so
modified, at the option of the Party for whose benefit such provision existed (exercised in such
Party’ s sole and absolute discretion) it shall be ineffective and invalid only to the extent of such
prohibition or invalidity without affecting the remaining provisions of his Agreement or any of the
agreements and documents executed pursuant hereto, or the validity or effectiveness of such
provision in any other jurisdiction.

Section 7.11 Counterparts. This Agreement may be executed in any number of
counterparts and by different parties hereto in separate counterparts, each of which when so
executed shall be deemed to be an original and all of which taken together shall constitute but one
and the same agreement, and all signatures need not appear on any one counterpart.

Section 7.12 Headings. The headings of the Articles and Sections of this
Agreement are inserted for convenience purposes only, are not part of this Agreement, do not (in
any way) limit or modify the terms or provisions of this Agreement, and shall not affect the
interpretation thereof.

Section 7.13 Binding Agreement on Successors and Assigns; Joint and Several
Obligations. This Agreement shall be binding only upon the execution and delivery of this
Agreement by the Parties listed on the signature pages hereto, subject to the occurrence of the
Conditions Precedent set forth in Article 4 of this Agreement. This Agreement is intended to bind
and inure to the benefit of the Parties and their respective successors, assigns, administrators,
assigns, constituents, and representatives. The agreements, representations, covenants, and
obligations of the Parties under this Agreement are several only and not joint in any respect, and
except as may be otherwise set forth expressly herein, no Party shall be responsible for the
performance or breach of this Agreement by the other.
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Section 7.14 Exhibits. The exhibits attached to this Agreement are incorporated
herein and shall be considered a part of this Agreement for the purposes stated herein.

Section 7.15 Governing Law. The Parties hereto hereby agree that the State of
California has a substantial relationship to the Parties and the transactions embodied in this
Agreement. The Parties hereto hereby agree that this Agreement shall be deemed to be a contract
made under the laws of the State of California and for all purposes shall be governed and
construed in accordance with the internal laws of the State of California, without regard to the
principles of conflicts of laws.

B
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of
date first written above.

CITY OF STOCKTON

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as 2004 PARKING BOND
TRUSTEE

By:
Name: By:
Name:
Title:
CITY OF STOCKTON PARKING NATIONAL PUBLIC FINANCE
AUTHORITY GUARANTEE CORPORATION
By:
By:
Name:
Name:
Title:
STOCKTON PUBLIC FINANCING
AUTHORITY
By:
Name:
Title:
36
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b. INSTALLMENT SALE AGREEMENT
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INSTALLMENT SALE AGREEMENT
(PARKING GARAGES AND DOWNTOWN PARKING DISTRICT FACILITIES)

Dated as of | |, 26142015

by and between

NATIONAL PUBLIC FINANCE GUARANTEE CORPORATION,

WELLS FARGO BANK, NATIONAL ASSOCIATION

and

PARKING AUTHORITY OF THE CITY OF STOCKTON
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INSTALLMENT SALE AGREEMENT
(PARKING GARAGES AND DOWNTOWN PARKING DISTRICT FACILITIES)

THIS [INSTALLMENT SALE AGREEMENT (PARKING GARAGES AND
DOWNTOWN PARKING DISTRICT FACILITIES){the“Agreement™) is made and entered
into as of [ |, 20342015 by and between NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION, a New York stock insurance corporation{-NPFG™), and
WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking association
organized and existing under and by virtue of the law of the United States of America, as trustee-
{the“Frustee™} under the Indenture{defined-belowy, and PARKING AUTHORITY OF THE
CITY OF STOCKTON, a public body corporate and politic organized and existing under and by
virtue of the laws of the State of California, as purchaser-{the“Parking-Autherity™);

WITNESSETH:

WHEREAS pursuant to that—eeptamme Site and FaC|I|ty Lease R

“Jthe City, as lessor, leased to the-
Steekten—Pubhe F| nanci ng Authorlty—&he—FmanemgAmheHﬂHﬁasJesseeﬁheseeeﬁam—pareds

WHEREAS, pursuant to tha Al the
Lease Agreement}, the Financing Authorlty as Iessor Imd back to the Clty as lessee, the Site
and the Leased Parking Facilities;

WHEREAS, for the purpose of providing funds to the City to finance the costs of certain
capital projects, including constructlon of portlons of the Leased Parking Facilities, the Fmancmg
Authorlty |ssued : s , y

EFFustee”—)the Ingm ur e
WHEREAS, pursuant to tha

June-1.-2004-{the“the Assignment Agreement%—b%and—beaﬁeen%heﬂ';manemgﬂéru%hemyand%he
Frustee, the Financing Authority assigned all of its rights under the Lease Agreement (other than

certain retained rights) to the Trustee, including but not limited to the Financing Authority’s right
to receive Lease Payments (as defined in the Lease Agreement) and to exercise such rights and
remedies conferred on it pursuant to the Lease Agreement as may be necessary or convenient to
enforce payment of the Lease Payments,

OHSUSA:755539835:8755539835.19



Case 12-32118 Filed 01/07/15 Doc 1845

WHEREAS, following the City’s default on certain Lease Payments due under the Lease
Agreement, the Trustee sought and, on April 19, 2012, the Superior Court of the State of
Cdliforni nty of in (the “Cdlifornia St rt”) awarded the Trustee possession
of the Leased Parking Facilities in the case of Wells Fargo Bank v. City of Sockton, Case No.
39-2012-00277622-CU-UD-STK (the “2004 Parking Proceeding”);

WHEREAS, the eourt-in-the 2004-Parking-ProceedingCalifornia State Court also entered
that certain Order Appointing Recelver (the “2012 Receivership Order”), which appointed a
post-judgment receiver of the Leased Parking Facilities who is authorized to operate the Leased
Parking Facilities and collect the revenues from such operations (as further defined in Section 1.1
of this Agreement, the “Receiver”);

WHEREAS, pursuant to that-eertainthe Garage Management Agreement, entered into as
of May 18, 2012, by and between Central Parking Systems, Inc. and the Receiver, Central
Parking Systems, Inc. agreed to manage the Leased Parking Facilities;

WHEREAS, the Indenture provides that, for al purposes of the Indenture provisions
governing events of default and remedies, except the giving of notice of default to owners of the
Bonds, NPFG, as the insurer of the Bonds (as successor to Financial Guaranty Insurance
Company), shall be deemed to be the sole holder of the Bonds it has insured for so long as it has
not failed to comply with its payment obligations under the 2004 Parking Bond Policy (as defined
in the Forbearance Agreement), securing payment of principal of and interest on the Bonds, and
as of the Effective Date, NPFG is not in default under the 2004 Parking Bond Policy;

WH EREAS the Clty IS the debtor i in &bankmpteyeeseendepehapteegef—‘weél—ef—the

—Bankmptey@ese”—) he B@kr;;g cy g;g

WHEREAS, in connection with the Bankruptcy Case, the City has agreed to a settlement
(the “Settlement”) of the claims of NPFG, which Settlement, among other things, calls for the
Trustee to transfer to the Parking Authority al of its possessory rights, title and interest in the
Site and the Leased Parking Facilities granted to it by the court in the 2004 Parking Proceeding
with reference to the leaseholds established pursuant to the Lease Agreement and the Site Lease,
and for the Parking Authority to make certain annua instaltment-paymentsinstallment Payments
to the Trustee for the benefit of NPFG and the owners of the Bonds, for the purchase of such
right i ! !

R
WHEREA t A r|I 2 14 th |f rn| t rt ent the 2014

ntrol of the L esed Parking Facilities to the Parking Authority on the Effective Date:

WHEREAS, adéditienalpursuant to and in connection with the terms of-the-Settlement-are-
set-forth-in that certain Forbearance Agreement, dated as of | | 1, 2014,2015, by and
between the City, the Financing Authority, the Parking Authority, NPFG and the
Trusteel WHEREAS, the City has heretofore transferred to the Parking Authority all of its rights,
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title and interest in the FaC|I|t|es (as—saeh—tepm—&deﬁmed—herem}ig assign gj tg thg Parking

king A the After-A kin “

WHEREAS, all acts, conditions and things required by law to exist, to have happened and
to have been performed precedent to and in connection with the execution and delivery of this
Agreement do exist, have happened and have been performed in regular and due time, form and
manner as required by law, and the parties hereto are now duly authorized to execute and enter
into this Agreement;

NOW, THEREFORE, in consideration of the above premises and of the mutual covenants
hereinafter contained and for other good and valuable consideration the parties hereto agree as
follows:

ARTICLE |
DEFINITIONS, EXHIBITS AND SCHEDULE

Section1.1  Definitions. Unlessthe context otherwise requires, the terms defined in
this Section shaII for all purposes of this Agreement have the meanlngs herein specmed Defined

t in th | |_incl the plur | as th | Vi Thet
“herein,” “h f” “h " “hereunder” ther wor f simil rtr to thi
Aar t whol not t ticular_Articl tion _or ivison _in_thi
Agreement.

“2004 Parking Proceeding” means the case of Wells Fargo Bank v. City of Sockton, Case
No. 39-2012-00277622-CU-UD-STK, in the Superior Court of the State of California.

“2012 Receiv ip Order” has the meanin ri toitinthe R

garages) within the Downto Downtown Parklng Dlstnct #euewmg—ﬂqeudat&ef—mls—AgFeemenP%
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rth P. k|n Athr
t isin r following, the Effective D

-y

irect or indirect int ther than li mbr r

“Agreement” means this Installment Sale Agreement (Parking Garages and Downtown
Parking District Facilities) by and among the Trustee, NPFG, and the Parking Authority, dated as
of [ | 1, 2014;2015, and any duly authorized and executed amendment or supplement
hereto.

“Assignment Agreement” means the Memorandum of Assignment of Lease, dated as of

June 1, 2004-{the“Assignment-Agreerment™),2004, by and between the Financing Authority and
the Trustee.

“Bal Park Agr " m th tain Event ter Ball Park Li AQr t
twee i d st s

“Bankruptcy Case” means Case No. 2012-32118 in the United-States-Bankruptcy Court-
for—theEastern—Digtrict—of California—Saecramento—Divison, styled In re City of Sockton,
California, commenced pursuant to the petition filed by the City under chapter 9 of Title 11 of
the United States Code.

“ krupt rt” m the Unit t Bankrupt rt for the E n District of
Cdlifornia, Sacramento Division.

“Bonds’ means the Stockton Public Financing Authority Lease Revenue Bonds, Series
2004 (Parking and Capital Projects), originally issued by the Financing Authority pursuant to the
Indenture on June 25, 2004 in the initial aggregate principal amount of $32,785,000.

ifornia St rt”_has the meanin ri toitinthe R

“City” means the City of Stockton, a municipal corporation and charter city organized and
existing under and by virtue of the laws of the State of California.

NFE the Tr t the Bankrupt nf|rm|n the Pl

“Contracts’ means al contracts of the Parking Authority authorized and executed by
and/or assigned to or assumed by the Parking Authority and which are secured by a pledge of and
lien on Revenues (or any portion thereof), including leases, installment sale contracts and similar
obligations.
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“Debt” means al revenue bonds, notes, warrants or Contracts of the Parking Authority
authorized, executed, issued and delivered by the Parking Authority, the payments of which are
secured by a pledge of and lien on the Net Revenues. On-the Effective Date-ho-Debtis

= s

“Debt Service” means, for any period in question and for any Debt, an amount equal to
the sum of (a) all interest payable during such period on Debt and (b) all principal, sinking fund,
or redemption premium payments payable on any Debt during such period.

“Defeasance Deposit” has the meaning ascribed to such term in Section 4.3(d) of this
Agreement.

“Downtown Parking District” means the area shown in Figure 1 of Exhibit C; attached to
this Agreement and made a part hereof, and located within the boundaries as further described in
such Exhibit C.

“Downtown Parking Facilities’ means the parking facilities; (including, without limitation,

surface parking lots, parking meters-and-ether, metered spaces, and other parking garages) owned-
by the City,_| r li the City or_the Parking Authority or_in which the City or_th
Parking Authority hol irect or indirect int ther than i mbr r

assessments) within the Downtown Parking District_as of the Effective Date, other than the
Leased Parking Facilities, the Site, and the Excluded Parking Assets.

“EDDLt m th kin ItI 135 W. Fr nt Str tockton
0 ' ' » i :

“Effective Date” means the date on which the Plan becomes effective.

“Excluded Parking Assets’ means the parking facilities set forth on Exhibit D, attached to
this Agreement and made a part hereof.

“Facilities’ means the Site, the Leased Parking Facilities, the Downtown Parking
Facilities, and any-Additional-Facititiesthe After-Acquired Parking Assets.

“Federal Securities’ means any of the following which are noncallable and which at the
time of investment are legal investments under the laws of the State of California for the moneys
proposed to be invested therein:

@ cash; and

(b direct general obligations of (including obligations issued or held in book
entry form on the books of the Department of the Treasury of the United States of America), or
obligations the payment of principal of and interest on which is unconditionally guaranteed by,
the United States of America.
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“Financing Authority” means the Stockton Public Financing Authority, a joint exercise of

powers authority organized and existing under and by virtue of the laws of the State.

“Fiscal Year” means any period of twelve (12) consecutive months established by the
Parking Authority as its fiscal year and shall initially mean the period commencing July 1 of one
year and ending on June 30 of the following year.

“Forbearance Agreement” means the Forbearance Agreement, dated as of | |,
2014.2015, by and between the City, the Financing Authority, the Parking Authority, NPFG and
the Trustee.

“Indenture” means the Indenture, dated as of June 1, 2004, by and between the Financing
Authority and the Trustee.

“Independent Counsel” means an attorney or law firm of nationa standing in the field of
public finance.

“Independent Engineer” means a consulting engineering firm or engineer that is not an
employee of, or otherwise controlled by, the Trustee, NPFG, the Parking Authority or the City,
and which has been approved by the Trustee and NPFG provided such approva shall not be
unreasonably withheld or delayed.

“Independent Financial Consultant” means a firm of certified public accountants, a
consulting engineering firm or engineer, or other firm experienced in financial matters pertaining
to public agencies that is not an employee of, or otherwise controlled by, the Trustee, NPFG, the
Parking Authority or the City, and which has been approved by the Trustee and NPFG provided
such approval shall not be unreasonably withheld or delayed.

“Installment Payment” means an Installment Payment required to be paid by the Parking
Authority to the Trustee, for the account of NPFG and the owners of the Bonds, under Section
4.3 of this Agreement on the dates and in the amounts set forth in Schedule | attached to this
Agreement and made a part hereof.

“Insurance and Condemnation Fund” means the fund by that name established and held by
the Parking Authority pursuant to Article VI hereof.

“Lease Agreement” means the Lease Agreement, dated as of June 1, 2004{the “Lease-
Agreement™},2004, between the Financing Authority, as lessor, and the City, as lessee.
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“Lease Payment” has the meaning ascribed to such term in the Lease Agreement.

“Leased Parking Facilities’ means the City's Market Street Parking Garage, located at
Fremont and Van Buren Streets in the City of Stockton, the Edmund S. Coy Parking Garage,
located at Hunter and Channel Streets in the City of Stockton and the Stockton Events Center
Parking Structure, located at Fremont and Van Buren Streets in the City of Stockton, adjacent to
the arena component of the Stockton Events Center, all as more particularly described in Exhibit
B attached to this Agreement and made a part hereof.

“Management Agreement” means | lam t agr t_between th
Parking Authorit r for th ion of al or rtion of the Facilities.

“Maximum Annual Debt Service” means, as of any date of computation, the greatest
amount required in the then current or any future Fiscal Year to pay the Debt Service on the
obligation in question.

“Net Proceeds’ has the meaning ascribed to such termin the Indenture.

“Net Revenues’ means, for any Fiscal Year, the Revenues for such Fiscal Year less the
Operation and Maintenance Expenses for such Fiscal Y ear.

“Non-Core Parking Assets’” means the Downtown Parking Facilities that are not Core
Parking A r After-Acquired A ,

“NPFG” means National Public Finance Guarantee Corporation, a New York stock
insurance corporation, as the insurer of the Bonds (as successor to Financial Guaranty Insurance
Company), or any successor thereto.

“NPEG Representative” means any person authorized to act on behalf of NPFG under or
with respect to this Agreement.

“Operation and Maintenance Expenses’ means (1) scheduled Installment Payments; (2)

reasonable and necessary costs spent or incurred for maintenance and operation of the Facilities
calculated in accordance with generaly accepted accounting principles, including (among other
things) (a) the reasonable expenses of management and repair, including al fees, charges and
other invoices of an Operator, and other expenses necessary to maintain and preserve the
Facilities in good repair and working order, (b) the reasonable administrative costs of the Parking
Authority and the City that are reasonably charged directly or apportioned to the Facilities,
including but not limited to, salaries and wages of employees, payments to the Public Employees
Retirement System, overhead, utilities and services, insurance, taxes (including parking taxes),
fees of auditors, accountants, attorneys, consultants or engineers and insurance premiums; and (3)
al reasonable and necessary costs of the Parking Authority and the City or charges (other than
debt service payments) required to be paid by either to comply with the terms of the Agreement,
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but excluding in all cases depreciation, replacement and obsolescence charges or reserves therefor
and amortization of intangibles or other bookkeeping entries of a similar nature.

“Operator” means a professional operator{s}, person(s}, firm{s} or corporation{s} with
staff experienced in the management and operation of parking facilities similar to the Facilities
who is managing and operatlng al or a portlon of the Facilities pursuant to a Management_

“Parking Authority” means the Parking Authority of the City of Stockton, a public body
corporate and politic organized and existing under and by virtue of the laws of the State.

“Parkin nsultant” m It|n firm th nsultant i in

“Parking Law” means Part 2 of Division 18 of the Streets and Highways Code of the State
of California, being Sections 32500 et seq.

idence thereof to the Trustee, the Re NPEG.

“Parking Representative’” means the Executive-DirectorParking Administrator or any
other person designated in writing to the Trustee and NPFG by the Executive DirecterParking
Administrator to act on behalf of the Parking Authority with respect to this Agreement.

“Permitted Liens’ means the following encumbrances: (i) liens for-general-and-ad-valerem
taxes andor_other assessments _or other governmental charges or levies, if any, not then

delinquent, or which the Parking Authority may, pursuant to provisions of Article V hereof,

permlt to remain unpald (||) thlsﬁAgFeement—eﬂa—any—tht—epelamef—any—meeha%labeFep
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M not matenally |mpa|r the useef—theFae#mes, ggge g

f I
m y of such rea |

“Plan” means the City's-First Amended Plan for the Adjustment of Debts of Clty of
Stockton, Californi ' 3

Bankmptey—@eseAlel 214 DktN 1

I tin nn ti nW|thth F|r Am Plan for th A' m t fD t f |t
f kton iforni ifi 2014) [Dkt. No. nfirm th
krupt rt pur tt th nfirm ion Or
“Ports’ m 7th [nnin retch, LL ifornia limited liabilit

f th th f Lincoln Street in the City of Stockton,

Authorit frth|n t|n22h f the For Aar t.

“Revenues’ means, for any period of calculation, the Ports West Lot Revenues and all
income, rents, rates, fees, charges and other moneys derived from the ownership or operation of
the Facilities, to the extent that the EDD Lot is not a Facilit rin
calculation, the EDD Lot (State), including, without limiting the generality of the foregoing, (1)
al income, rents, rates, charges, fines, penalties, collections and other fees, business interruption
insurance proceeds or other moneys derived by the Parking Authority the City, from th

EDD Lot (State), during the period that the EDD L ot (State) is not a Facility) from the ownership
or operatlon of the FaC|I|t|es, mg g\ll nghts to rwve the same whghg in the fgrm of accoun ts

th from th EDD Lot rin th that th EDD Lot ) is not ¢
Facility) ig the proceeds thereof plus (2) the earnings on and income derived from the
investment of amounts described in clause (1), but excluding in al cases (x) any proceeds of
grants or loans or other debt obligations received by the Parking Authority; and (y) customer
deposits or any other deposits or advances subject to refund until such deposits or advances have

become the property of the Parking Authority (and the City, with respect to the EDD Lot (State),
ring th iod that the EDD Lot is not a Facility).
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“Site” means those certain parcels of real property stuated in San Joagquin County, State
of Cdlifornia, more particularly described in Exhibit A attached to this Agreement and made a part
hereof.

“Site and Facility Lease” means the Site and Facility Lease, dated as of June 1, 2004
between the City, as lessor, and the Financing Authority, as lessee.

“State” means the State of California.

“Term of this Agreement” or “Term” means the time during which this Agreement is in
effect, as provided for in Section 4.2 of this Agreement.

“Termination Event” has the meaning ascribed to such term in Section 6.1 of the
Forbearance Agreement.

“Transferred Interests’ has the meaning ascribed to such term in Section 4.1 of this
Agreement.

“Trustee” means Wells Fargo Bank, National Association, as trustee under the Indenture.

“Trustee Representative” means any person authorized to act on behalf of the Trustee

under or with respect to this Agreement.

Section 1.2  Exhibits and Schedule. The following Exhibits and Schedule are attached
to, and by reference made a part of, this Agreement:

EXHIBIT A: Site Boundaries.
EXHIBIT B: Leased Parking Facilities.

EXHIBIT C: Downtown Parking District.

EXHIBIT D: Excluded Parking Assets,
EXHIBIT E: Downtown Parking Facilities:_that are Core Parking Assets.

SCHEDULE I: Schedule of Installment Payments and Prepayment Amounts

ARTICLE Il
REPRESENTATIONS, COVENANTS AND WARRANTIES

Section2.1  Representations, Covenants and Warranties of the Parking Authority. The
Parking Authority represents, covenants, and warrants to the Trustee and NPFG as follows:

10
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@ The Parking Authority is a public body corporate and politic, duly
organized and existing under the Constitution and laws of the State, and is empowered, among
other things, to rent, lease, maintain, repair, manage and operate the Facilities.

(b The Constitution and laws of the State of California authorize the
Parking Authority to enter into this Agreement and to enter into the transactions contemplated
thereby and to carry out its obligations under the Agreement, and the Parking Authority has
duly authorized and executed this Agreement.

(©) Neither the execution and delivery of this Agreement nor the fulfillment
of or compliance with the terms and conditions hereof, nor the consummation of the
transactions contemplated hereby, conflicts with or results in a breach of the terms, conditions
or provisions or any restriction or any agreement or instrument to which the Parking Authority
is now a party or by which the Parking Authority is bound, or constitutes a default under any of
the foregoing.

(d) The Parking Authority has duly authorized and executed this Agreement
in accordance with the laws of the State of California, and the Agreement is the legadl, valid, and
binding obligation of the Parking Authority, enforceable against the Parking Authority in
accordance with its terms.

(e Not later than ninety (90) days after the close of each Fiscal Year (unless
otherwise agreed in writing by the Trustee and NPFG), commencing with the Fiscal Year
2013-14,2014-15, the Parking Authority shall furnish, or cause to be furnished, to the Trustee
and NPFG unaudited fund trial balances of the Parking Authority as of the end of the close of
such Fiscal Year.

)] Promptly upon receipt by the Parking Authority and in no event later

than two hundred ten (210) days after the close of each Fiscal Year (unless otherwise agreed in
writing by the Trustee and NPFG), commencing with the Fiscal Year 2013-14.2014-15, the
Parking Authority shall furnish, or cause to be furnished, to the Trustee and NPFG detailed
certified reports of audit, based on an examination sufficiently complete, prepared by an
independent certified public accountant, covering the operations of the Facilities for such Fiscal
Year. Such audit report shall include statements of the status of each account pertaining to the
Facilities, showing the amount and source of al deposits therein, the amount and purpose of
withdrawals therefrom and the balance therein at the beginning and end of such Fiscal Year.
Each such audit, in addition to whatever matters may be thought proper by the accountant to be
included therein, shall include statements (i) as to whether or not Revenues for such Fiscal Y ear
were equal to at least 1.0 times budgeted Operation and Maintenance Expenses for such Fisca
Year (including al Installment Payments due and payable in such Fiscal Year), and (ii) if any
Debt is outstanding, as to whether or not Net Revenues for such Fiscal Year were equal to at
least 4-11.25 times Maximum Annual Debt Service for such Fiscal Year caculated as provided
in Section 4-84.7 hereof.

(9 After entering into this Agreement the only bonds, notes, warrants or
other obligations or indebtedness of the Parking Authority secured by a pledge of Net Revenues

11
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that may be issued, entered into and outstanding are obligations created in accordance with the
terms of this Agreement.

(h) There is no action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, public board or body pending or, to the knowledge of the
Parking Authority, threatened against or affecting the Parking Authority or affecting the
corporate existence of the Parking Authority or the titles of its officersto their respective offices
or seeking to prohibit, restrain or enjoin the entering into of this Agreement or in any way
contesting or affecting the transaction contemplated hereby or the validity or enforceability of
this Agreement or contesting the powers of the Parking Authority or its authority to execute
and deliver this Agreement.

0] The Parking Authority has complied with all applicable open public
meeting and notice laws and requirements with respect to the meeting at which the Parking
Authority’ s execution of this Agreement was authorized.

()] The Parking Authority covenants to and for the benefit of NPFG and the
owners of the Bonds that it will (i) not take or cause to be taken any other action or actions, or
fall to take any action or actions, which would cause the interest payable on the Bonds to be
includable in gross income of the holders thereof for federal income tax purposes; and (ii) at all
times do and perform all acts and things permitted by law and necessary or desirable in order to
assure that interest paid on the Bonds will be excluded from the gross income, for federd
income tax purposes, of the Owners pursuant to section 103 of the Code.

(K) Prior to the Effective Date, no Debt was outstanding.

Section 2.2  Representations, Covenants and Warranties of the Trustee. The Trustee
represents, covenants and warrants to the Parking Authority as follows:

@ The Trustee is a national banking association duly organized, existing and
in good standing under and by virtue of the laws of the United States of America; has power to
enter into this Agreement; and has duly authorized the execution and delivery of the Agreement.

(b) Neither the execution and delivery of this Agreement nor the fulfillment
of or compliance with the terms and conditions hereof, nor the consummation of the
transactions contemplated hereby, conflicts with or results in a material breach of the terms,
conditions or provisions of any restriction or any agreement or instrument to which the Trustee
is now a party or by which the Trustee is bound, or constitutes a default under any of the
foregoing.

Section 2.3  Representations, Covenants and Warranties of NPFG. NPFG represents,
covenants and warrants to the Parking Authority as follows:

@ NPFG isaNew York stock insurance corporation duly organized,
existing and in good standing under and by virtue of the laws of the State of New Y ork; has
power to enter into this Agreement; and has duly authorized the execution and delivery of the
Agreement.

12

OHSUSA:755539835:8755539835.19



Case 12-32118 Filed 01/07/15 Doc 1845

(b) Neither the execution and delivery of this Agreement nor the fulfillment
of or compliance with the terms and conditions hereof, nor the consummation of the
transactions contemplated hereby, conflicts with or results in a material breach of the terms,
conditions or provisions of any restriction or any agreement or instrument to which NPFG is
now a party or by which NPFG is bound, or constitutes a default under any of the foregoing.

ARTICLE Il
[RESERVED]

ARTICLE IV
SALE AND PURCHASE OF POSSESSORY INTEREST IN THE LEASED PARKING
FACILITIES; TERM OF THISAGREEMENT; INSTALLMENT PAYMENTS

Section4.1  Sale and Purchase of Possessory Interestsin the Leased Parking Facilities.
The Trustee, at the direction of NPFG, hereby sdlls, bargains and conveys all of its possessory
rights, title and interest in the Site and the Leased Parking Facilities granted to it by the court in
the 2004 Parking Proceeding with reference to the leaseholds established pursuant to the Lease
Agreement and the Site Lease (collectively, the “ Transferred Interests’) and, unless a Termination
Event occurs and is continuing and subject to the terms and provisions of the Forbearance
Agreement, agrees not to exercise further any rights of possession and repossession, entry and
re-entry, and re-letting of the Site and L eased Parking Facilities assigned to it or otherwise within
its power to direct or effect, jointly or severaly, pursuant to the Lease Agreement, the Site and
Facility Lease, the Assignment Agreement or the Indenture, and the Parking Authority hereby
purchases and acquires such possessory rights, title and interest in the Site and the L eased Parking
Facilities from the Trustee, upon the terms and conditions set forth in this Agreement. The
Parking Authority, the Trustee, and NPFG further agree that such possessory rights, title and
interest in the Site and the | eased Parking Facilities shall be deemed-conveyed to and vested in

the Parking Authority upon the Effective Date-felewing-the-delivery-of-this-Agreement,—subject

only-to-Permitted-Encumbrances—Fhe.__On such date, the Trustee shall take al actions necessary
to vest in the Parking Authority al suehof the Trustee's possessory rights, title and interest in_the.

Site and the Leased Parking Facilities.

Section4.2 Term of Agreement. FheNotwithstanding Section 4.1, the Term of this
Agreement shall commence as of the date hereof and shall end on March 1, 2047, or such earlier
or later date on which the Parking Authority shall have paid in full al Installment Payments and
other amounts due hereunder.

13
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Section4.3  Installment Payments.
(a) Obllqatlon to Pay; T|me of Payment. Fheln addition tg@gg;ggg -Up

g @ig Agr@i , Qmmig ng as gf the Effective Dig, thg Parking Authorlty shall pay
to the Trustee, to be held in trust for the benefit of NPFG and the owners of the Bonds, subject

to the terms and conditions of this Agreement and, in particular, of this Article 1V, the
Installment Payments set forth in Schedule | hereto for the purchase price of the Trustee's
possessory rights, title and interest in_the Site and the Leased Parking Facilities described in
Section 4.1 of this Agreement. The Installment Payments shall be (i) due on February 25 and
August 25 of each year, commencing August 25, 2014, as set forth in Schedule | hereto and (ii)

payable solely from Revenues as herel nafter prowdeohMMg@mg
Iment Payment rior to the Effective D |_not_constitut tf It
T mination Event or oth It of kind _un this Agr r_th F r

(b) Option to Prepay. Subject to the terms and conditions of this Section,

the Parking Authority may prepay, in whole, but not in part, the Installment Payments. Said
option may be exercised by the Parking Authority on any February 25 or August 25 during the
Term of this Agreement, at the prepayment price (the “Optional Prepayment Price”) equal to
the sum of (i) the prepayment price for the applicable period set forth on Schedule 11 attached
hereto, (i) al Installment Payments previously due in accordance with the schedule of
Installment Payments set forth on Schedule | attached hereto remaining unpaid and any
applicable interest thereon, as of the date of the prepayment, and (iii) all amounts previoudly due
and payable in accordance with the terms of the SCC 16 Settlement (as defined in the
Forbearance Agreement) that remain unpaid as of the date of the prepayment. The Parking
Authority shal give written notice to the Trustee and NPFG of the exercise of such option to
prepay at least thirty (30) days prior to making such prepayment. Upon the prepayment by the
Parking Authority of the Installment Payments as set forth herein, all remaining rights of the
Trustee and NPFG under the SCC 16 Settlement shall be deemed to have been assigned and
transferred to the Parking Authority, and the Parking Authority shall be entitled to exercise any
rights and remedies available to the Trustee under the SCC 16 Settlement. The prepayment by
the Parking Authority pursuant to this Section 4.3(b) shall be deemed a prepayment of the
Lease Payments (as such term is defined in the Lease Agreement) by the Financing Authority
pursuant to Section 4.4 of the Lease Agreement and shall be applied to redeem Bonds pursuant
to Section 4.01 of the Indenture.

(c) Payment in Lawful Money; No Set-Off. Each Installment Payment and
the interest thereon, if any, shall be paid by the Parking Authority in lawful money of the United
States, which at the time of payment is legal tender for the payment of public and private debts
to or upon the order of the Trustee to the Trustee at its address designated in Section 10.1 or at
such other place as the Trustee shall designate in writing to the Parking Authority. Any
Installment Payment not paid when due as set forth in Schedule | shal bear interest in
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accordance with this Agreement at a rate per annum of 5%. Notwithstanding any dispute
between the Parking Authority and the Trustee, or any other party, the Parking Authority shall
make or cause to be made each and all Installment Payments and interest thereon, if any, when
due and shall not withhold or permit to be withheld any Installment Payments or interest
thereon, if any, pending the fina resolution of any such dispute, and the Parking Authority shall
not assert or permit to be asserted any right of set-off or counter-claim against its obligation to
make Installment Payments and interest thereon, if any, as set forth herein.

(d) Deposit to Secure Payment of All Installment Payments.

Notwithstanding any other provision of this Agreement, the Parking Authority may on any date
secure the payment of the Installment Payments by an irrevocable deposit in favor of the
Trustee, in trust, of an amount and the amount of earnings calculated to accrue on any
investments of such amounts in Federal Securities, including Refcorp interest strips, CATS,
TIGRS and STRPS, or defeased municipal bonds rated “AA+” or higher by S&P or “Aal” or
higher by Moody’s (or any combination thereof), to maturity or applicable redemption date, that
will be sufficient to pay the Optional Prepayment Price (as defined in subsection (b) above) with
respect to the February 25 or August 25 on which such prepayment will occur (collectively, the
“Defeasance Deposit”). In connection with such Defeasance Deposit, the Parking Authority
shall (i) provide the Trustee and NPFG 30 days prior written notice of its intent to make a
Defeasance Deposit; (ii) provide the Trustee and NPFG with the certification of an Independent
Financial Consultant, chosen by the Parking Authority, calculating the necessary Defeasance
Deposit pursuant to the terms of this Section 4.3(d); and (iii) execute any and al documents
required by the Trustee and NPFG to evidence the Trustee's security interest in the Defeasance
Deposit. The holder of the Defeasance Deposit shall be the Trustee or a bank or other financial
institution approved by the Trustee and NPFG. In the event of a deposit pursuant to this
subsection, al obligations of the Parking Authority under this Agreement, and all security
provided by this Agreement for said obligations, shal cease and terminate, excepting only the
obligation of the Parking Authority to make, or cause to be made, the prepayment and any
applicable Installment Payments and interest thereon from the deposit made by the Parking
Authority pursuant to this subsection. Such deposit shall be deemed to be and shall constitute a
gpecial fund for the payment of Installment Payments and interest thereon, if any, in accordance
with the provisions of this Agreement. Upon such deposit, the Trustee shall execute or cause to
be executed any and all documents as may be necessary to evidence the release of any security
provided for by this Agreement.

Section4.4  [Reserved.]

Section4.5  Special Obligation of the Parking Authority; Termination Event. The
Parking Authority’s obligation to pay the Installment Payments shall be a specia obligation,
limited solely to Revenues. Under no circumstances shall the Parking Authority be required to
advance any moneys derived from any source of income other than Revenues. No other funds or
property of the Parking Authority shall be liable for the payment of the Installment Payments or
any interest thereon. The obligation of the Parking Authority to make Installment Payments and
the interest thereon, if any, does not constitute an indebtedness within the meaning of any
constitutional or statutory debt limit or restriction. The Installment Payments are Operation and
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Maintenance Expenses of the Parking Authority and will be paid on parity with all such Operation
and Maintenance Expenses.

The general funds of the Parking Authority (other than the Revenues) and the City are not
liable for, and neither the faith and credit nor the taxing power of the City is pledged to, the
payment of the Installment Payments or the interest thereon, if any. The Parking Authority has no
taxing power.

Until such time as al of the Installment Payments and the interest thereon, if any, shall
have been fully paid or prepaid or secured, the Parking Authority (i) will not suspend, abate or
discontinue any payments provided for in Section 4.3 hereof; (ii) will perform and observe al
other agreements contained in this Agreement_and the Forbearance Agreement; and (iii) will not
terminate the Term of this Agreement for any cause, including, without limiting the generality of
the foregoing, the occurrence of any acts or circumstances that may constitute falure of
consideration, eviction or constructive eviction, destruction of or damage or defect to the
Facilities, the taking by eminent domain of title to or temporary use of al or any part of the
Facilities, commercial frustration of purpose, any change in the tax or other laws of the United
States or of the State of California or any political subdivision of either thereof or any failure of
the Trustee or NPFG to perform and observe any agreement, whether express or implied, or any
duty, liability or obligation arising out of or connected with this Agreement other than as set forth
in the Forbearance Agreement. Nothing contained in this Section shall be construed to release the
Trustee or NPFG from the performance of any of the agreements on their part contained herein or
in the Forbearance Agreement and, in the event the Trustee or NPFG shall fail to perform any
such agreements on their part, the Parking Authority may institute such action against NPFG or
the Trustee, as applicable, as the Parking Authority may deem necessary to compel performance
so long as such action does not abrogate the obligations of the Parking Authority contained in the
first sentence of this paragraph. Notwithstanding the foregoing provisions of this Section 4.5, the
Parking Authority may, at the Parking Authority’'s own cost and expense and in the Parking
Authority’s own name, prosecute or defend any action or proceeding or take any other action
involving third persons which the Parking Authority deems reasonably necessary in order to
secure or protect the Parking Authority’s rights of possession, occupancy and use hereunder, and
in such event the Trustee and NPFG agree to cooperate fully with the Parking Authority and to
take such action as is necessary to effect the substitution of the Parking Authority for one or both
of the Trustee and NPFG in such action or proceeding if the Parking Authority shall so request.

The obligations of the Parking Authority to make the Instalment Payments and the
interest thereon, if any, from Revenues and to perform and observe the other agreements
contained herein shal be absolute and unconditional. Until such time as all of the Installment
Payments due hereunder shall have been paid in full (or provision for the payment thereof shall
have been made pursuant to this Agreement), the Parking Authority will not discontinue or
suspend the payment of any Installment Payments or the interest thereon, if any, required to be
made by it under this Agreement when due, whether or not the Facilities or any part thereof is
operating or operable or defective, or its use is suspended, interfered with, reduced or curtailed or
terminated in whole or in part, and such payments shall not be subject to reduction whether by
offset or otherwise and shall not be conditional upon the performance or nonperformance by any
party of any agreement for any cause whatsoever; provided that, notwithstanding anything to the
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contrary in this Agreement, the amount of any Lease Payment or portion thereof paid by the
CityParking Authority under the Lease Agreement from and after the Effective Date shall be
credited to and reduce in equal amount the Parking Authority’s obligation to make Installment
Payments pursuant to this Agreement.

Following waiver of the Termination Event and reinstatement of the Forbearance
Agreement pursuant to the terms of the Forbearance Agreement, the remaining amounts due as
set forth on Schedule | shall be recalculated by an Independent Financia Consultant, chosen by
the Parking Authority, to account for the delay in payment (without addition of any interest or
other fees or charges for such period of time as the Termination Event continued) and, at the
option of the Parking Authority, extended by an amount of time less than or equal to the period
during which the Termination Event continued.

Section 4.6  Pledge of Revenues; Application of Revenues.

@ Pledge of Revenues. The Parking Authority hereby agrees that the
payment of the Installment Payments and the interest thereon, if any, shall be, and hereby are,
secured by a pledge of and charge and afirst lien upon the Revenues, senior to all other liens or
encumbrances on the Revenues or any portion thereof, and, except as herein otherwise
provided, all of the Revenues are hereby pledged, charged, assigned, and set over by the
Parking Authority to the Trustee for the purpose of securing payment of the Installment
Payments and the interest thereon, if any, provided that such amounts shall be payable on parity
with all other Operation and Maintenance Expenses. The Revenues and any interest earned on
the Revenues shall be held in trust by the Parking Authority for the security and payment of the
Installment Payments and the interest thereon, if any, and all other Operation and Maintenance
Expenses. The Parking Authority agrees that none of the Revenues will be used for any other
purposes unless and until the then required payments of the Installment Payments and the
interest thereon, if any, and al other Operation and Maintenance Expenses have been made.
The Parking Authority hereby further covenants that it will not encumber or create a lien on
Revenues superior to or on parity with the pledge of the Revenues created hereunder and the
pledge of Revenues hereunder shall constitute a first and prior lien on all of the Revenues. In
accordance with Section 5451 of Title 1, Chapter 5.5 of the California Government Code, this
pledge shall constitute afirst and prior lien on and security interest in al of the Revenues for the
payment of Installment Payments and the interest thereon, if any, on parity with all other
Operation and Maintenance Expenses, which shall immediately attach to the Revenues and be
effective, binding and enforceable against the Parking Authority, its successors, creditors and all
others asserting rights therein relating to the Installment Payments, to the extent set forth in this
Agreement, irrespective of whether those parties have notice of the pledge and without the need
for any physical delivery, recordation, filing or further act.

(b Use and Withdrawal of Revenues. Revenues shall be set aside and
expended by the Parking Authority in the following order of priority, each such use to be fully
paid or provided for prior to the application to the next item in the below list:

® Operation and Maintenance Expenses I ncluding I nstallment
Payments. The Installment Payments and interest on the Installment Payments, if
any, shall be paid or provided for from time to time when, in accordance with the
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terms of this Agreement, they become due and payable. All other Operation and
Maintenance Expenses shall be paid from time to time as they arise. In the event
of any insufficiency of Revenues to make the payments described in this paragraph,
moneys shall be applied ratably to Operation and Maintenance Expenses, including
Installment Payments, based on the respective principal amounts without any
discrimination or preference; provided that the Trustee, at the direction of NPFG,
may at any time consent to the payment of any other Operation and Maintenance
Expenses prior to Installment Payments.

Following a determination by the Parking Authority that the Parking
Authority will have in such Fiscal Year Revenues sufficient for payment of al of
the amounts referenced in clause (i) above:

(i) General Parking Authority Purposes. For any lawful purpose of the
Parking Authority, including, but not limited to, any costs of capital improvements
to the Facilities and Debt Service, if any.

Section4.7 Rate Covenant.

@ The Parking Authority shall, on or before June 1 of each Fiscal Y ear,
determine, based upon preliminary results from such Fiscal Year and projected results for the
following Fisca Year, fix rents, rates, fees and other charges for the following Fiscal Year at
levels projected to produce (i) Revenues that will be equal to at least 1.0 times budgeted
Operation and Maintenance Expenses for such Fiscal Year (including all Installment Payments to
become due and payable), and (ii) Net Revenues that, less budgeted Operation and Maintenance
Expenses, will be equal to at least £-11.25 times Debt Service (if applicable) for such Fiscal Year.
The Parking Authority shall notify the Trustee and NPFG on or before the beginning of each
Fiscal Year of the results of such determination for such Fiscal Year. The Parking Authority may
make adjustments from time to time in such rates and charges and may make such classification
thereof as it deems necessary, but shall not reduce the rates and charges then in effect unless the
Revenues from such reduced rates and charges will at all times be sufficient to meet the
requirements of this Section 4.7(a).

Authority t | fthfIIWin tions:
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h other time fr m t |nwr|t|n NPFEG.

(©) thlnAthrlt | rdinate with all rt|mI

(d) tW|th |n the for th king Authorit | not
, t i ent_require

th o of the provisions of thi tion 4.7

Section4.8  Limitations on Debt. The Parking Authority will not issue or incur any
bonds or obligations of any kind or nature payable from or enjoying a lien on the Revenues unless
all of the following conditions are met:

@ The Parking Authority isin full compliance with all of the covenants and
undertakings in connection with this Agreement and all debt and other obligations of the
Parking Authority then outstanding and payable from Revenues or Net Revenues.

(b The issuance of Debt shall have been duly authorized, including, but only
to the extent required by law, at an election held pursuant to applicable law.

(c) The Net Revenues for the last Fiscal Y ear for which audited financial
statements are available when added to the estimated amount of the increase in the Revenues
(including any increase due to any increase in rates which is scheduled to take effect prior to or
simultaneous with the issuance and delivery of such Debt) for the first twelve-month period in
which improvements, extensions, additions, or betterments of the Facilities to be financed with
the proceeds of the Debt then proposed to be issued will be in operation (such estimated
amount to be evidenced by a certificate of an Independent Financia Consultant), are equal to at
least 1.1 times the Maximum Annual Debt Service on al Debt then outstanding plus the Debt
then proposed to beissued. Any such lien on Revenues shall be made expressly subordinate to
the first and prior lien on the security interest on Revenues securing the payment of Installment
Payments (and interest thereon) as set forth herein.

(d) If the additional Debt is to be issued solely for the purpose of refunding a
portion of the Installment Payments or other Debt then outstanding then, for the purpose of
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making the calculation required under the foregoing paragraph, the Maximum Annua Debt
Service on the Installment Payments and any Debt outstanding in any future years shall take into
consideration only the Installment Payments and Debt that will remainingremain outstanding
after the issuance of such Debt; provided that if before the issuance and delivery of such Debt
the Installment Payments will have been retired, nothing herein contained shall limit or restrict
the issuance of any such Delt.

(e Debt may be issued only for the purpose of improving, extending,
reconstructing, maintaining, or repairing the Facilities or acquiring or constructing Adeitional-

FacilitiesAfter-Acquired Parking Assets, or for the purpose of refundingprepaying the
Installment Payments or any Debt then outstanding, or for any combination of such purposes.

ARTICLEV
MAINTENANCE OF FACILITIES; TAXES;
INSURANCE; AND OTHER MATTERS

Section5.1  Operation and Maintenance of Facilities; Utilities, Taxes and Assessments.
FheSubject to the terms and conditions of this Agreement, the Parking Authority covenants to
operate; or cause to be operated, the Facilities for the purposes set forth in the Parking Law and
in this Agreement in an efficient and economical manner, and in accordance with customary
standards and business practices applicable to similar facilities, including standards of cleanliness,
safety, sanitation and sightly condition. The Parking Authority further covenants to operate,
maintain and preserve; or cause to be operated, maintained and preserved, the Facilities in good
repair and working order, including by performing all routine maintenance necessary to maintain
such standards. In operating and maintaining the Facilities, including by means of one or more
Management Agreements as set forth in Section 5.10 of this Agreement, the Parking Authority
shall use its best efforts to generate Revenues sufficient to comply with the rate covenant set forth
in Section 4.7 hereof. The Parking Authority shall engage or cause to be engaged such janitorial,
security, and parking enforcement services as it reasonably determines are necessary in connection
with its obligations under this Agreement.

The Parking Authority covenants that in order fully to preserve and protect the priority
and security of the Installment Payments and the interest thereon, if any, the Parking Authority
shall pay and discharge al lawful claims for labor, materials or supplies which, if unpaid, might
become a lien or charge upon the Revenues or any part thereof or on any funds in the hands of the
Parking Authority equal or superior to the priority of payment of the Installment Payments and
the interest thereon, if any, or which might impair the security of the Installment Payments and the
interest thereon, if any. The Parking Authority shall also pay from Revenues any taxes and
assessments or other governmental charges lawfully levied or assessed upon or in respect of the
Facilities or upon any part thereof or upon any of the Revenues therefrom, and duly observe and
conform to all valid requirements of any governmental authority relative to any such properties;
provided that with respect to special assessments or other governmental charges that may lawfully
be paid in installments over a period of years, the Parking Authority shall be obligated to pay only
such installments as are required to be paid during the Term of this Agreement as and when the
same become due. The Parking Authority shall not be required to pay any federal, state or local
income, inheritance, estate, succession, transfer, gift, franchise, gross receipts, profit, excess
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profit, capital stock, corporate, or other similar tax payable by the Trustee or NPFG or their
SUCCeSSOr'S.

The Parking Authority may, at the Parking Authority’s expense and in its name, in good
faith contest any such taxes, assessments, utility and other charges and, in the event of any such
contest, may permit the taxes, assessments or other charges so contested to remain unpaid during
the period of such contest and any appeal therefrom; provided that prior to such nonpayment the
Parking Authority shall furnish the Trustee and NPFG with the opinion of Independent Counsel
acceptable to the Trustee and NPFG to the effect that, by nonpayment of any such items, the
Facilities or any part thereof will be subject to loss or forfeiture, otherwise, the Parking Authority
shall promptly pay such taxes, assessments or charges, or provide the Trustee and NPFG with full
security against any loss which may result from nonpayment, in form satisfactory to the Trustee
and NPFG.

Section 5.2  Maodification of Facilities. The Parking Authority shall, at its own expense,
have the right to make additions, modifications and improvements to the Facilities. Such
additions, modifications and improvements shall not in any way damage the Facilities or cause it
to be used for purposes other than those authorized under the Parking Law; and the Facilities,
upon completion of any additions, modifications and improvements made pursuant to this Section
5.2, shdll have a value at least equal to the value of the Facilities immediately prior to the making
of such additions, modifications and improvements. All such additions, modifications and
improvements shall comply with all building, electrical, plumbing, health and fire codes of the City
and the County of San Joaquin. The Parking Authority covenants not to use, or to permit the use
of, the Facilities in any manner that will constitute waste, nuisance or unreasonable annoyance to
owners or occupants of adjacent properties.

Section 5.3  PublicGenera Liability Applicable to Bodily Injury and Property Damage
tasdraneeto Third Parties. The Parking Authority shall maintain or cause to be maintained,

throughout the Term of this Agreement, insurance policies, including a standard comprehensive
general liability insurance policy or policies, in protection of the Parking Authority and the City,
their officers, agents, and employees. Any such policy or policies shall name the Parking
Authority and the Trustee as an additional iasured|oss payee. Said policy or policies shall previde
fer-indemnification-efinsure said parties against direct or contingent loss or liability for damages
for bodily and personal injury, death or property damage occasioned by reason of the construction
or operation and maintenance of the Facilities. Said policy or policies shall provide coverage in
the minimum liability limits of $1,000,000 for personal injury or death of each person or of two or
more persons in a single accident or event, and in a minimum amount of $100,000 (subject to a
deductible clause of not to exceed $5,000) for damage to property resulting from each accident or
event. Such public liability and property damage insurance may, however, be in the form of a
single limit policy in the amount of $1,000,000 covering all such risks. Such liability insurance
may be maintained as part of or in conjunction with any other liability insurance coverage carried

by the Parking Authority. [Sel-thsuranee subjecttoreview}Such coverage may in the alternative
be obtained from a joint powers authority authorized and existing under the laws of the State as
provided in Section 5.8, provided that any liability retention by the Parking Authority shall be no

greater than the liability retention applicable to the City under a sSimilar program by such joint
powers authority. The Net Proceeds of such liability insurance shall be applied toward
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extinguishment or satisfaction of the liability with respect to which the insurance proceeds shall
have been paid.

Section 5.4  Errors and Omissions Insurance. The Parking Authority shall procure and

maintain, or cause to be procured and maintained, throughout the Term of this Agreement a
policy of errors and omissions insurance for the protection of the members of the Parking
Authorlty h cov may in the alternativ tained from a joint pow thorit

Section5.5  Fireand ExtendedAll-Risk Property Coverage-tasuranee. The Parking

Authority shall procure and maintain, or cause to be procured and maintained throughout the
Term of this Agreement, insurance against 10ss or damage to any insurable structures constituting
any part of the Facilities (excluding, for example, metered parking spaces of streets, roads and
other public thoroughfares) by fire and lightning, with extended coverage insurance. Any such
policy or policies shall name the Trustee as an additional insdredloss payee. A maximum
deductible amount of $50,000 for any one loss shall be allowable. Such insurance shall be in an
amount equal to one hundred percent (100%) of the replacement cost of such Facilities. Such
insurance may be maintained as part of or in conjunction with any other fire and extended
coverage insurance carrled or requwed to be carried by the Parklng Authorlty —[Sd#msatanee

salejeet—teepe\,qew% in the aternativ fr m |nt thorit

@thgntx The Net Proc&ds of such insurance shall be applled as prowded in Sectlon 6. 2(a)
hereof.

Section 5.6  Workers Compensation. The Parking Authority shall procure and

maintain, or cause to be procured and maintained, throughout the Term of this Agreement a
policy of workers compensation with employer’s liability limits not less than five hundred

thousand dollars ($500,000) per accident. Any—saehqeehe;#er—peheresshan—nancethel&&eeee
aned@ﬂenal—m&med—[%elt—msatanee&tb}eet—te+eﬂeﬂ— in the aternativ

powers authority.
Section 5.7  Business Automobile Liability. The Parking Authority shall procure and

maintain, or cause to be procured and maintained, throughout the Term of this Agreement a
policy of business automobile liability insurance with limits not less than one million dollars
($1,000,000) each occurrence combined single limit for bodily injury and property damage,
including owned and non-owned and hired auto coverage, as applicable. Any such policy or

poI|C|es shall name the Trustee asan addltlonal +H&IF€G|—[§€|—f—|—H&IF3HG€—S&b]€GHG—F€V}€\N—]—Q_§_
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liability retention by the Parking Authority shall be no greater than the liability retention applicable
to the City under a sSimilar program by such joint powers authority.

Section 5.8  Insurance Proceeds; Form of Policies. All proceeds of the insurance
required by Section 5.5 hereof shall be payable to the Parking Authority for deposit into the
Insurance and Condemnation Fund as provided in Section 6.2(a) hereof. The Parking Authority
shall pay or cause to be paid when due the premiums for al insurance policies required by this
Agreement. All such policies shall provide that the Trustee and NPFG shall be given thirty (30)
days notice of each expiration thereof, and any intended cancellation thereof or reduction of the
coverage provided thereby. The Trustee and NPFG shall not be responsible for the sufficiency of
any insurance herein required, and the Trustee and NPFG shal be fully protected in accepting
payment on account of such insurance or any adjustment, compromise, or settlement of any loss
agreed to by them. The Parking Authority shall cause to be delivered to the Trustee and NPFG
annually on or before September 1 a Certificate of a Parking Authority Representative stating that
the insurance policies or self-insurance required by this Agreement are in full force and effect and
that al required premiums, if any, have been paid or an insurance certificate evidencing such
coverage. Promptly following the request of the Trustee or NPFG, the Parking Authority shall
cause to be delivered to the Trustee and NPFG a copy of any insurance obtained pursuant to this
Agreement.

Any insurance policies obtained in satisfaction of the requirements of Sections 5.3, 5.5 and
5.7 shall provide the following:

0] If obtained by a person other than the Parking Authority, name as
additional #suredsinsured the Parking Authority and_as additional |0ss payee the
Trustee and, as applicable, their officers, agents and employees.

(i) That such policies are primary insurance to any other insurance
available to the additional insureds, with respect to any claims arising out of this
Agreement, and that insurance applies separately to each insured against whom
claim is made or suit is brought.

(i) All policies shall provide thirty (30) days advance written notice to
the Parking Authority, NPEG and the Trustee of cancellation.

(iv)  Should any of the required insurance be provided under a
claims-made form, the Operator or the Parking Authority, as applicable, shall
maintain such coverage continuously throughout the term of this Agreement and,
without lapse, for a period of three (3) years beyond the expiration of this
Agreement, to the effect that, should occurrences during the contract term give
rise to claims made after expiration of the Agreement, such claims shall be covered
by such claims-made policies.

(v) Should any of the required insurance be provided under a form of
coverage that includes a genera annual aggregate limit or provides that clams
investigation or legal defense costs be included in such general annual aggregate
limit, such general annual aggregate limit shall be double the occurrence or clams
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limits specified above. Should any required insurance obtained by an Operator
lapse during the term of this Agreement, Operator requests for payments
originating after such lapse shall not be processed until the Parking Authority
receives satisfactory evidence of reinstate coverage as required by this Agreement,
effective as of the lapse date. If insurance is not reinstated, the Parking Authority
shall, at its sole option, obtain the necessary insurance on behalf of the Operator
or, within 60 days of such non-reinstatement, employ a replacement Operator.

Notwithstanding anything to the contrary in this Agreement, any policy of insurance or
coverage required pursuant to this Agreement may in the aternative be obtained from ajoint
powers authorlty authorlzed and exrstrng under the laws of the State, prgvrg@ thart any liability

Section5.9  Advances. If the Parking Authority fails to perform any of its obligations
under this Article, the Trustee may, but shall have no obligation, to take such action as may be
necessary to cure such failure, including the advancement of money, and the Parking Authority
shall be obligated to repay all such advances as soon as possible, with interest thereon at the lesser
of the rate of twelve percent (12%) per annum or the maximum legal rate of interest for public
agencies from the date of the advance to the date of repayment.

Section 5.10  SubeontractingParking Management. The Parking Authority mayshall
empon one or more Operators to operate aII epan%pertrenef—the#aerhtreworeenneenenwith

h Parking Authorlty shall provide not|ce to th Trustee and NPFG W|th|n f|fteen (15) days
efprior to appointing or replacing any Operator.

The Parking Authority shall remain obligated to discharge al of its duties under this
Agreement following appointment of an Operator; provided that; the Parking Authority shall not
be liable, and the Trustee and NPFG hereby waive al claims against the Parking Authority, for
any damages reIatlng from the gross negllgence or willful misconduct of any such Operator (other

t nt|n rf ils to rectif \ving written noti : th f from the Tr r NPF

Section 5.11 Ingtallation of Parking Authority’s Equipment. The Parking Authority may
at any time and from time to time, in its sole discretion and at its own expense, install or permit to
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be installed items of equipment or personal property in or upon the Facilities. All such items shall
remain the sole property of the Parking Authority, in which the Trustee and NPFG shall not have
any interest, and may be modified or removed by the Parking Authority at any time, provided that
the Parking Authority shall repair and restore any and all damage to the Facilities resulting from
the installation, modification or removal of any such items. Subject to the provisions of Section
4.8 hereof, nothing in this Agreement shal prevent the Parking Authority from purchasing items
to be installed pursuant to this Section under a conditional sale or lease purchase contract, or
subject to a vendor’s lien or security agreement, as security for the unpaid portion of the purchase
price thereof.

Section 5.12 Records and Accounts. The Parking Authority covenants that it shall keep
proper books of records and accounts of the Facilities, separate from all other records and
accounts, in which complete and correct entries shall be made of al transactions relating to the
Facilities and Revenues. Said books shall at all times be subject to the inspection by NPFG or the
Trustee.

ARTICLE VI
DAMAGE, DESTRUCTION AND EMINENT DOMAIN;
USE OF NET PROCEEDS

Section 6.1  Eminent Domain. If all or any part of the Facilities shall be taken by
eminent domain proceedings (or sold to a government agency threatening to exercise the power
of eminent domain), the Net Proceeds therefrom shall be deposited in the Insurance and
Condemnation Fund pursuant to Section 6.2(b) hereof and shall be applied and disbursed by the
Parking Authority as follows:

@ If the Parking Authority reasonably determines that such eminent domain
proceedings have not materially affected the operation of the Parking Authority or the ability of
the Parking Authority to meet any of its obligations under this Agreement, and if the Parking
Authority determines that such proceeds are not needed for repair or rehabilitation of the
Facilities, upon delivery to the Trustee and NPFG of a certificate of an Independent Engineer or
Independent Financial Consultant to the effect that such taking will not have a material effect on
the Facilities and that the rate covenant of the Parking Authority set forth in Section 4.7 of this
Agreement, based on projections of said engineer or financial consultant, will continue to be
satisfied following such taking, the City shall apply such proceeds to the prepayment of
Installment Payments in the manner provided in Article IV hereof.

(b If the Parking Authority reasonably determines that such eminent domain
proceedings have not materially affected the operation of the Facilities or the ability of the
Parking Authority to meet any of its obligations under the Agreement, and if the Parking
Authority reasonably determines that such proceeds are needed for replacement, repar or
rehabilitation of the Facilities, the Parking Authority shall pay from said proceeds such amounts
as the Parking Authority may reasonably expend for such replacement, repair or rehabilitation,
upon the filing with the Trustee and NPFG of a certificate of an Independent Engineer or
Independent Financial Consultant to the effect that such replacement, repair or rehabilitation
will not have a material effect on the Facilities and that the rate covenant of the Parking
Authority set forth in Section 4.7 of this Agreement, based on projections of said engineer or
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financial consultant, will continue to be satisfied following such repair, replacement or
rehabilitation.

(c) If less than all of the Facilities shall have been taken in such eminent
domain proceedings, and if the Parking Authority reasonably determines that such eminent
domain proceedings have materialy affected the operation of the Facilities or the ability of the
Parking Authority to meet any of its obligations under the Agreement, or if all of the Facilities
shall have been taken in such eminent domain proceedings, then the Parking Authority shall
apply all such proceeds to the prepayment of Installment Payments in the manner provided in
Article IV hereof.

Section 6.2  Application of Net Proceeds.

@ From Insurance Award. The Net Proceeds of any insurance award
resulting from any damage to or destruction of the Facilities, or any part thereof, by fire or other
casualty shall be deposited by the Parking Authority in a separate fund known as the Insurance
and Condemnation Fund (the “Insurance and Condemnation Fund”) promptly upon receipt
thereof, and, if the Parking Authority Representative notifies the Trustee and NPFG in writing
of the Parking Authority’s determination, and a certificate of an Independent Engineer and/or
Independent Financial Consultant, to the effect that the replacement, repair, or restoration of the
Facilities, or any part thereof, is not economically feasible or in the best financial interest of the
Parking Authority, the Trustee and NPFG, based on projections of said engineer or financial
consultant, then such Net Proceeds shall be promptly transferred to the Trustee and applied to
the prepayment of the Installment Payments in accordance with Section 4.3(b) or Section 4.3(d)
hereof. All such Net Proceeds deposited in the Insurance and Condemnation Fund and not so
transferred shall be applied to the prompt replacement, repair, or restoration of the damaged or
destroyed portions of the Facilities by the Parking Authority. Any balance of the Net Proceeds
of any insurance award remaining after the replacement, repair or restoration of the damaged or
destroyed portion of the Facilities has been completed fand final accounting FBB}therefore
been made (including claims by an insurer for reimbursement or recoupment of such proceeds)
shall be transferred to the Parking Authority as Revenues.

(b) From Eminent Domain Award. The net proceeds of any eminent domain
award or settlement resulting from any event described in Section 6.1 hereof shall be deposited
in the Insurance and Condemnation Fund and shall be held and applied in the same manner as
Net Proceeds as set forth in Section 6.2(a) hereof.

ARTICLE VII
DISCLAIMER OF WARRANTIES; INDEMNIFICATION

Section 7.1  Disclaimer of Warranties. THE TRUSTEE AND NPFG MAKE NO

WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE
VALUE, DESIGN, CONDITION, MERCHANTABILITY OR FTNESS FOR ANY
PARTICULAR PURPOSE OF THE FACILITIES OR ANY PART THEREOF OR ASTO THE
FITNESS OF THE FACILITIES FOR THE USE CONTEMPLATED BY THE PARKING
AUTHORITY OF THE FACILITIES OR ANY PARTS THEREOF, OR ANY OTHER
REPRESENTATION OR WARRANTY WITH RESPECT TO THE PROJECT OR ANY

26

OHSUSA:755539835:8755539835.19



Case 12-32118 Filed 01/07/15 Doc 1845

PARTS THEREOF. IN NO EVENT SHALL THE TRUSTEE OR NPFG BE LIABLE FOR
INCIDENTAL, INDIRECT, SPECIAL OR CONSEQUENTIAL DAMAGES IN
CONNECTION WITH OR ARISING OUT OF THISAGREEMENT OR THE ACQUISITION,
CONSTRUCTION, EXISTENCE, FURNISHING OR FUNCTIONING OF THE FACILITIES
OR THE PARKING AUTHORITY’S USE OF THE FACILITIES.

The Parking Authority acknowledges that the Parking Authority is not relying on the
Trustee or NPFG having made any inquiry as to the condition of the Site and the | eased Parking
Facilities. The Parking Authority acknowledges and agrees that the Parking Authority will be
purchasing the Trustee's possessory interest in the Site and the L eased Parking Facilities based
solely upon its inspection and investigations of the Site and the | eased Parking Facilities and that
the Parking Authority will be purchasing the possessory interest “AS1S” and “WITH ALL
FAULTS’ based upon the condition of_the Site and the Leased Parking Facilities as of the date of
this Agreement. By accepting the possessory interest hereunder, the Parking Authority hereby
releases the Trustee and NPFG, each of their affiliates and each of their respective shareholders,
members, partners, officers, directors, employees, servants, agents and counsel their directors and
officers, and their successors, (collectively, the “Indemnified Parties’) from any and all liability in
connection with any claims which the Parking Authority may have against the Indemnified Parties,
and the Parking Authority hereby agrees not to assert any claims for damage, loss, compensation,
contribution, cost recovery or otherwise against the Indemnified Parties, whether in tort, contract,
or otherwise, relating directly or indirectly to the condition of_the Site and the L eased Parking
Facilities.

Section 7.2 Indemnification. The Parking Authority shall and hereby agreesto
indemnify and save harmless the Indemnified Parties from and against any and all claims, losses,
damages, penalties and liabilities, including legal fees and expenses, arising out of or in connection
with (i) the acquisition, construction, use, maintenance, condition, management, disposition or
sale of the Facilities, or from any work or thing done on the Facilities by the Parking Authority,
(i) any breach or default on the part of the Parking Authority in the performance of any of its
obligations under this Agreement, and (iii) the Trustee's interest in the Transferred Interests, the
Transferred Interests, and the Trustee's possession of the Facilities and/or sale of the Transferred
Interests pursuant to the terms hereof. No indemnification is made under this Section or
elsewhere in this Agreement for willful misconduct, gross negligence, or breach of duty under this
Agreement by the Trustee or NPFG, or their officers, employees or successors. The indemnity
provided for in this Section shall survive termination of this Agreement.

ARTICLE VIII
NO ASSIGNMENT

Section8.1 No Assignment of this Agreement. This Agreement may not be assigned
by the Parking Authority to any other party.
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ARTICLE IX
EVENTS OF DEFAULT AND REMEDIES

Section9.1  Events of Default Defined. The following shall be “events of default”
under this Agreement, and the terms “event of default” and “default” shall mean, whenever they
are used in this Agreement, any one or more of the following events:

0] Failure by the Parking Authority to pay any Installment Payment or
the interest thereon or other payment required to be paid hereunder at the time
specified herein for payment; provided that, if the Parking Authority has, in good
faith, taken actions to increase Revenues or otherwise increased rates, fees and
charges, or to reduce Operation and Maintenance Expenses, and an Independent
Engineer certifies that such actions, expense reductions or rate Hereaseincreases
are expected to result in payment in full of the next succeeding Installment
Payment on the date on which it will become due pursuant to Schedule I, together
with any previously unpaid Installment Payments and accrued interest to be due
and payable on such date, then such failure will not be an event of default under
this Agreement.

(i) Failure by the Parking Authority to observe and perform any
covenant, condition or agreement on its part to be observed or performed, other
than as referred to in clause (i) of this Section, for a period of thirty (30) days after
written notice specifying such failure and requesting that it be remedied has been
given to the Parking Authority by the Trustee or by the Trustee at the direction of
NPFG; provided, however, if the fallure stated in the notice cannot be corrected
within the applicable period, the Trustee and NPFG shall not unreasonably
withhold their consent to an extension of such time if corrective action is instituted
by the Parking Authority within the applicable period and diligently pursued until
the default is corrected.

(i)  Thefiling by the Parking Authority of a voluntary petition in
bankruptcy, or fallure by the Parking Authority promptly to obtain relief from any
execution, garnishment or attachment, or adjudication of the Parking Authority as
a bankrupt, or assignment by the Parking Authority for the benefit of creditors, or
the entry by the Parking Authority into an agreement of composition with
creditors, or the approval by a court of competent jurisdiction of a petition
applicable to the Parking Authority in any proceedings instituted under the
provisions of the Federal Bankruptcy Statute, as amended, or under any similar
acts which may hereafter be enacted.

(iv)  Anevent of default shall have occurred and be continuing with
respect to any Debt which requires or permits the immediate acceleration thereof.

(v) A Termination Event (as that term is defined in Section 6.1 of the
Forbearance Agreement) shall occur under the Forbearance Agreement.
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Section 9.2  Remedies on Default. Whenever any event of default referred to in Section
9.1 hereof shall have occurred and be continuing, the Trustee, at the direction of NPFG, shall
without any further demand or notice:

@ declare al the unpaid Installment Payments, together with accrued
interest thereon, if any, to be immediately due and payable, whereupon the same shall become
due and payable;

(b apply to and obtain from any court of competent jurisdiction such decree
or order as may be necessary to require officials of the Parking Authority to charge and collect
rates and charges for services provided by the Facilities sufficient to meet all requirements of
this Agreement;

(©) take whatever action at law or in equity may appear necessary or
desirable to collect the Installment Payments and the interest thereon, if any, then due or
thereafter to become due during the Term of this Agreement, or enforce performance and
observance of any obligation, agreement or covenant of the Parking Authority under this
Agreement;

(d) partialy foreclose the lien on the Revenues granted hereby in any manner
and for any amounts secured hereby then due and payable as determined by NPFG and the
Trustee in their sole discretion including, without limitation, the following circumstances: (i) in
the event Parking Authority defaults beyond any applicable grace period in the payment of one
or more Installment Payments, the Trustee, at the direction of NPFG, may foreclose the lien on
the Revenues granted hereby to recover such delinquent payments, or (ii) in the event the
Trustee, at the direction of NPFG, elects to accelerate less than the entire outstanding balance
of the Installment Payments, the Trustee, at the direction of NPFG, may foreclose the lien on
the Revenues granted hereby to recover so much of the Installment Payments as the Trustee, at
the direction of NPFG, may elect to accelerate and such other sums secured hereby as the
Trustee, at the direction of NPFG, may elect. Notwithstanding one or more partid
foreclosures, the Revenues shall remain subject to the lien and security interest created hereby
to secure payment of sums secured hereby and not previously recovered; and/or

(e take or exercise al or any one or more of the rights, powers, privileges
and other remedies available NPFG and the Trustee, as applicable, against the Parking Authority
under this Agreement or any of the other documents, instruments or agreements executed and
delivered by, or applicable to, the Parking Authority or at law, in equity or otherwise, at any
time and from time to time, whether or not all or any of the Installment Payments shall be
declared due and payable, and whether or not the Trustee shal have commenced any
foreclosure proceeding or other action for the enforcement of its rights and remedies under any
of this Agreement or any of the other documents, instruments or agreements executed and
delivered in connection herewith. Any such actions taken by the Trustee or NPFG shall be
cumulative and concurrent and may be pursued independently, singly, successively, together or
otherwise, at such time and in such order as the Trustee and NPFG may determine in its sole
discretion, to the fullest extent permitted by law, without impairing or otherwise affecting the
other rights and remedies of the Trustee or NPFG permitted by law, equity or contract or as set
forth herein or in the other documents, instruments and agreements executed in connection
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herewith. Without limiting the generality of the foregoing, the Parking Authority agrees that if
an event of default is continuing, al liens and other rights, remedies or privileges provided to
the Trustee and NPFG, as applicable, shall remain in full force and effect until the Trustee and
NPFG have exhausted all of their remedies against the Parking Authority and the Revenues, the
lien on the Revenues granted hereby has been foreclosed, sold and/or otherwise redlized, and
the Installment Payments and all other amounts due or to become due hereunder have been paid
in full.

Section 9.3  No Remedy Exclusive. No remedy herein conferred upon or reserved to
the Trustee or NPFG is intended to be exclusive and every such remedy shall be cumulative and
shall be in addition to every other remedy given under this Agreement 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 or power may be exercised from time to time and as often as may be deemed expedient. In
order to entitle the Trustee and/or NPFG to exercise any remedy reserved to it in this Article X,
it shall not be necessary to give any notice, other than such notice as may be required in this
Article or by law.

Section9.4  Agreement to Pay Attorneys Fees and Expenses. Inthe event a party to
this Agreement should default under any of the provisions hereof and the non-defaulting party
should employ attorneys or incur other expenses for the collection of moneys or the enforcement
or performance or observance of any obligation or agreement on the part of the defaulting party
herein contained, the defaulting party agrees that it will on demand therefor pay to the
non-defaulting party the reasonable fees of such attorneys and such other expenses so incurred by
the non-defaulting party.

Section 9.5 No Additional Waiver Implied by One Waiver. In the event any agreement
contained in this Agreement should be breached by either party and thereafter waived by the other
party, such waiver shall be limited to the particular breach so waived and shall not be deemed to
waive any other breach hereunder.

Section 9.6  Liahility Limited to Revenues. Notwithstanding any provision of this
Agreement, the Parking Authority’s liability to pay the Installment Payments and the interest
thereon, if any, and other amounts hereunder shall be limited solely to Revenues as provided in
Sections 4.5 and 4.6 hereof. Inthe event that the Revenues shall be insufficient at any time to pay
any Installment Payment or interest thereon, if any, in full, the Parking Authority shall not be
liable to pay or prepay such Installment Payment or interest other than from the Revenues, but
shall be liable to pay to the Trustee, for the benefit of NPFG and the owners of the Bonds, the
amount of any deficiency in the payment of Installment Payments, but solely from Revenues
thereafter received.

ARTICLE X
MISCELLANEOUS

Section 10.1 Notices. All notices, certifications or other communications provided for
in this Agreement shall be given by mail or persona delivery to the party entitled thereto at its
address set forth below. All such notices, certifications, or other communications which are given
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by mail shall be deemed to have been received forty-eight (48) hours after deposit in the United
States mail in registered or certified form with postage fully prepaid and addressed as follows:

If to the Parking Authority: Parking Authority of the City of Stockton
425 North El Dorado Street
Stockton, CA 95202-1997
Attention: Parking ManagerAdministrator
Phone: (209) 937-8212
Fax: (209) 937-7149

If to the Trustee: Wells Fargo Bank, National Association
555 Montgomery Street, 10th Floor
San Francisco CA 94111
Attention: Corporate Trust, MAC A0167-102
Phone: (415) 222-2868
Fax: (415) 395-9064

If to NPFG: Optinuity Alliance Resources, an MBIA Inc.
Company
Special Situations Group
113 King Street
Armonk, New Y ork 10504
Phone: (914) 765-3533
Attn: Daniel E. McManus, Jr., Esg.

The Trustee, NPFG and the Parking Authority, by notice given hereunder, may designate
different addresses to which subsequent notices, certifications or other communications will be
sent.

Section 10.2 Binding Effect. This Agreement shall inure to the benefit of and shall be
binding upon the Trustee, NPFG, and the Parking Authority and their respective successors.

Section 10.3  Severability. Inthe event any provision of this Agreement shall be held
invalid or unenforceable by any court of competent jurisdiction, such holding shall not invalidate
or render unenforceable any other provision hereof.

Section 10.4 Amendments, Changes and Modifications. This Agreement may be
amended or any of its terms modified with the prior written consent of the Parking Authority, the
Trustee, and NPFG.

Section 10.5 Net Contract. This Agreement shall be deemed and construed to be a “net
contract,” and the Parking Authority hereby agrees that the Installment Payments and the interest
thereon, if any, shall be an absolute net return to the Trustee, free and clear of any expenses,
charges or set-offs whatsoever (except as provided herein).
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Section 10.6  Further Assurances and Corrective Instruments. The Trustee and the
Parking Authority agree that they will, from time to time, execute, acknowledge and deliver, or
cause to be executed, acknowledged and delivered, such supplements hereto and such further
instruments as may reasonably be required for correcting any inadequate or incorrect description
of the Facilities or for carrying out of the expressed intention of this Agreement.

Section 10.7 Rights, Privileges and Immunities of the Trustee. The Trustee is acting
under this Installment Sale Agreement solely in its capacity as Trustee under the Indenture and the
duties, powers and liabilities of the Trustee in acting hereunder shall be subject to the provisions
of the Indenture, including without limitation Article V111 thereof. NPFG's right to direct the
Trustee, from and after the Effective Date, is subject to the terms and conditions of the Indenture,
including without limitation the condition that NPFG has not failed to comply with its payment
obligations under the 2004 Parking Bond Policy (as defined in the Forbearance Agreement).

Section 10.8 Execution in Counterparts. This Agreement may be executed in severd
counterparts, each of which shall be an original and all of which shall constitute but one and the
same instrument.

Section 10.9 Applicable Law; Waiver of Jury Trial. THISAGREEMENT SHALL BE
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF CALIFORNIA. TO THE EXTENT PERMITTED BY LAW, THE PARTIES
HERETO HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO JURY TRIAL OF ANY
ACTION, PROCEEDING OR HEARING (HEREINAFTER, A “CLAIM”) BASED UPON OR
ARISING OUT OF, DIRECTLY OR INDIRECTLY, THIS AGREEMENT, ANY DEALINGS
AMONG NPFG, THE TRUSTEE AND THE PARKING AUTHORITY RELATING TO THE
SUBJECT MATTER OF THE TRANSACTIONS CONTEMPLATED BY THIS
AGREEMENT OR ANY RELATED TRANSACTIONS. THE SCOPE OF THIS WAIVER IS
INTENDED TO BE ALL ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE
FILED IN ANY COURT (INCLUDING, WITHOUT LIMITATION, CONTRACT CLAIMS,
TORT CLAIMS, BREACH OF DUTY CLAIMS AND ALL OTHER COMMON LAW AND
STATUTORY CLAIMS). THIS WAVER IS IRREVOCABLE, MEANING THAT IT MAY
NOT BE MODIFIED EITHER ORALLY OR IN WRITING, AND THIS WAIVER SHALL
APPLY TO ANY SUBSEQUENT AMENDMENTS, RENEWALS, SUPPLEMENTS OR
MODIFICATIONS TO THIS AGREEMENT, ANY RELATED DOCUMENTS, OR TO ANY
OTHER DOCUMENTS OR SUPPLEMENTS RELATING TO THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT OR ANY RELATED TRANSACTIONS. IN
THE EVENT OF LITIGATION, THIS AGREEMENT MAY BE FILED AS A WRITTEN
CONSENT TO A TRIAL BY THE COURT.

Section 10.10 Trustee and Parking Authority Representatives. Whenever under the
provisions of this Agreement the approva of the Trustee, NPFG or the Parking Authority is
required, or the Trustee, NPFG or the Parking Authority is required to take some action at the
request of the other, such approval or such request shall be given for NPFG by the NPFG
Representative, for the Trustee by the Trustee Representative, and for the Parking Authority by
the Parking Authority Representative, and any party hereto shall be authorized to rely upon any
such approval or request.__Any approval or reguest given by NPFG, the Trustee or the Parking
Authority shall be in writing, and such writing shall provide that the approval or request is given
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Section 10.11 Captions. The captions or headings in this Agreement are for convenience
only and in no way define, limit or describe the scope or intent of any provisions or Sections of
this Agreement.
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IN WITNESS WHEREOF, the parties have executed this Agreement on the date first
above written.

NATIONAL PUBLIC FINANCE
GUARANTEE CORPORATION

By:

Authorized Officer

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Trustee

By:

Authorized Officer

PARKING AUTHORITY OF THE CITY
OF STOCKTON

By:

Parking ManagerAdministrator
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EXHIBIT 8

AMBAC SETTLEMENT DOCUMENTS
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a. AMENDED AND RESTATED STIPULATION AND SETTLEMENT
AGREEMENT
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EXECUTION VERSION

AMENDED AND RESTATED STIPULATION AND SETTLEMENT
AGREEMENT

This Amended and Restated Stipulation and Settlement Agreement (the
“Agreement”), dated as of . 2014, amends and restates the stipulation and
settlement agreement (the “Original Settlement Agreement”), datedeffective as of
February 26, 2013, by and among (a) the CITY OF STOCKTON, a charter city and
municipal corporation existing under its charter and the constitution of the State of
California (the “City”), the STOCKTON PUBLIC FINANCING AUTHORITY, a joint
exercise of powers authority duly organized and existing under the laws of the State of
California together with its successors and assigns (together with its successors and
assigns, the “Authority”’), WELLS FARGO BANK, NATIONAL ASSOCIATION, a
national banking association organized and existing under the laws of the United States of
America solely in its capacity as trustee under the Trust Agreement (as defined below)
(together with its successors and assigns, the “Trustee”) and AMBAC ASSURANCE
CORPORATION, a Wisconsin stock insurance corporation (together with its successors
and assigns, the “Insurer”) (each a “Party” and collectively the “Parties”). Capitalized
terms used but not otherwise defined herein shall have the meanings set forth in Article I
below.

RECITALS

A. The City and Authority are parties to that certain Site and Facility
Lease dated as of June 1, 2003 (as it may be amended from time to time, the “Site Lease”),
pursuant to which the City agreed to lease to the Authority certain property consisting
primarily of the City’s main downtown police facility, a library and three fire stations (the
“Leased Premises”), as more fully described in the Site Lease.

B. The City and the Authority are parties to that certain Lease
Agreement dated as of June 1, 2003 (as it may be amended from time to time, the “Lease”),
pursuant to which the City, among other things, subleases from the Authority the Leased
Premises.

C. The City, Authority and Trustee are parties to that certain Trust
Agreement dated as of June 1, 2003 (as it may be amended from time to time, the “Trust
Agreement”), pursuant to which the Trustee executed and delivered those certain
Certificates of Participation, (Redevelopment Housing Projects) Series 2003 A in the
original principal amount of $1,160,000 and Taxable Series 2003B in the original principal
amount of $12,140,000 (the “Certificates”), which Certificates are obligations of the
Authority, payable from and secured by the revenues and receipts derived by the Authority
from the Lease.

D. The Trustee and Authority are parties to that certain Assignment
Agreement dated as of June 1, 2003 (as it may be amended from time to time, the
“Assignment Agreement’), pursuant to which the Authority, among other things,
assigned to the Trustee for the benefit of holders of the Certificates, substantially all of the
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Authority’s right, title and interest in and to the Lease, including its right to receive the
Lease Payments due under the Lease.

E. The Insurer issued that certain Financial Guaranty Insurance Policy
Number 21154BE with an effective date of June 27, 2003 (as it may be amended from time
to time, the “Insurance Policy”), pursuant to which the Insurer, among other things,
agreed to make scheduled payments of principal or interests on the Certificates pursuant to
its terms.

F. On June 28, 2012, the City filed a voluntary petition for relief under
chapter 9 of title 11 of the United States Code (the “Bankruptcy Code”), thereby
commencing Bankruptcy Case No. 12-32118 (the “Bankruptcy Case”) before the United
States Bankruptcy Court for the Eastern District of California (the “Bankruptcy Court”).

G. The City is in default under the Lease pursuant to Sections 8.1(b)
and (d) of the Lease.

H. Pursuant to Section 12.09 of the Trust Agreement, so long as the
Insurer shall not be in default under its Insurance Policy, the Insurer shall control and direct
the enforcement of all rights and remedies granted to the owner of the Certificates and the
Trustee under the Trust Agreement and pursuant to Section 13.13, following an Event of
Default, shall be deemed the Owner of all Certificates for all purposes under Trust
Agreement, including without limitation directing the Trustee to enter into this Stipulation
and Settlement Agreement.

L The Parties and their counsel engaged in good faith, arms’ length
settlement discussions regarding a consensual resolution of potential disputes between and
among the Parties arising out of or related to the Lease, Trust Agreement, and the Insurance

Policy and executed the Original Settlement Agreement.

the-City—Section 2.11 of the Original Settlement Agreement provided that in the event
the City enters into a subsequent agreement which provides for benefits or terms more
favorable than those contained in the Original Settlement Agreement, the Parties shall

amend the Original Settlement Agreement to contain the more favorable terms and
conditions.

K. Based on other settlement agreements entered into by the City since
the execution of the Original Settlement Agreement, the Parties desire to amend and restate
the Original Settlement Agreement. The Parties and their counsel engaged in good faith,
arms’ length settlement discussions regarding such amendment and restatement.

NOW, THEREFORE, the Parties, in consideration of the promises,
covenants and agreements herein described and for other good and valuable consideration
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acknowledged by each of them to be satisfactory and adequate, and intending to be legally
bound, do hereby mutually agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1.  Recitals. The recitals set forth above are incorporated by
reference and are explicitly made a part of this Agreement.

Section 1.2.  Definitions. In addition to the capitalized terms defined in
the preamble and recitals, the following definitions shall apply to and constitute part of this
Agreement and all schedules, exhibits and annexes hereto:

%Ambac Pavments” shall mean payments made bV the Insurer under the Insurance

Policy as described in Section 2.8 herein.

“Approval Order” shall mean the order of the Bankruptcy Court
approving the compromise and settlement set forth in this Agreement as well as any
associated findings of fact and conclusions of law authorizing and directing the
consummation of the transactions contemplated herein, which order shall be submitted to
the Bankruptcy Court in a form satisfactory to the Parties.

Iasuranee Poliey-as-deseribed-inSeetion 28 herein—Bond Documents” shall mean the
Lease, Trust Agreement, Supplemental Trust Agreement, Certificates, Assignment
Agreement, Insurance Policy, Reimbursement Agreement, and Site [ease Assignment
Agreement.

“Community Redevelopment Property Trust Fund” shall have the
meaning ascribed in the California Health and Safety Code.

“Conditions to Forbearance” shall mean the conditions to forbearance
under this Agreement, as defined in Section 2.6(b) herein.

“Effectlve Date” shall mean the ﬁfst—b&sme&&éay—feﬂewmg—th%d-ayeﬁ
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ordershall notcausesuch-ordertonotbe-aFinal Order-Event of Default” shal mean an
event of default under this Agreement, as defined in Section 5.1 herein.

“General Fund Payment” shall mean the portion of the Lease Payment to
be paid by the City in accordance with the General Fund Payment Schedule.

“General Fund Payment Schedule” shall mean that certain General Fund
Payment Schedule annexed hereto as Schedule 1.

“Housing Set-Aside Amounts” shall have the meaning ascribed in the
Reimbursement Agreement.

“Lease Payment” shall have the meaning ascribed in the Lease.

“Opinion” shall mean that certain no adverse effect tax opinion delivered
by counsel to the City in the form attached hereto as Exhibit D.

“Payment Date” shall mean the date a General Fund Payment is due
pursuant to the General Fund Payment Schedule.

“Plan” shall mean the chapter 9 plan of adjustment filed by the City.

“Reimbursement Agreement” shall mean that certain Reimbursement
Agreement dated as of June 1, 2003, by and between the Successor Agency and the City,
pursuant to which the Successor Agency has agreed to utilize the Housing Set-Aside
Amounts to reimburse to the City for the moneys paid by the City under the Lease.

“Reserve Fund” shall have the meaning ascribed in the Trust Agreement.

“Reserve Requirement” shall have the meaning ascribed in the Trust

Agreement.

“Site Lease Assignment Agreement” shall mean that certain Assignment
Agreement by and between the Authority and the Trustee, pursuant to which the Authority
has agreed to assign all rights and interests in the Site Lease to the Trustee in substantially
the form annexed hereto as Exhibit A.
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“Successor Agency” shall mean the City of Stockton, in its capacity of
Successor Agency to the Redevelopment Agency of the City of Stockton.

“Supplemental Trust Agreement” shall mean that certain First
Supplemental Trust Agreement by and between the City, Authority and Trustee in
substantially the form annexed hereto as Exhibit B.

“Trust Agreement” shall mean the Original Trust Agreement, as amended
by the Supplemental Trust Agreement.

Section 1.3.  Interpretation. The Parties have participated jointly in the
negotiation and drafting of this Agreement. If an ambiguity or question of intent or
interpretation arises, this Agreement will be construed as if drafted jointly by the Parties
hereto and no presumption or burden of proof will arise favoring or disfavoring any Party
hereto because of the authorship of any provision of this Agreement.

Section 1.4.  General Rules of Construction. For all purposes of this
Agreement, except as otherwise expressly provided or unless the context otherwise
requires

(a) Defined terms in the singular shall include the plural as well
as the singular, and vice versa.

(b) All accounting terms not otherwise defined herein shall have
the meanings assigned to them, and all computations herein provided for shall be made, in
accordance with generally accepted accounting principles. All references herein to
“generally accepted accounting principles” refer to such principles as they exist at the date
of application there.

(©) All references in this instrument to designated “Articles”,
“Sections” and other subdivisions are to the designated Articles, Sections and subdivisions
of this instrument as originally executed.

(d) The terms “herein”, “hereof” and “hereunder” and other
words of similar import refer to this Agreement as a whole and not to any particular
Article, Section or other subdivision.

(e) All references in this instrument to a separate instrument are
to such separate instrument as the same may be amended or supplemented from time to
time pursuant to the applicable provisions thereof.

63} The term “person” shall include any individual, corporation,
partnership, limited liability company, joint venture, association, trust, unincorporated
organization and any government or agency or political subdivision thereof.
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ARTICLE 11
SETTLEMENT TERMS

Section 2.1.  Supplemental Trust Agreement. On-the-Effective Date;-
theThe City, Authority and Trustee shall-be-authorized-to-and shall-enterhave entered into
the Supplemental Trust Agreement. The Insurer hereby-eensentsconsented to the terms
and provisions of the Supplemental Trust Agreement.

Section 2.2.  Site Lease Assignment Agreement. On-theEffective Date;
theThe Authority and the Trustee shall-be-autherized-to-and-shall-enterentered into the Site

Lease Assignment Agreement and the City shal-be-authorizedto-and shall-acknowledge-
and-consentacknowledged and consented thereto.

Section 2.3.  Direction Letter and Opinion. The Insurer shall issue a
direction letter to the Trustee directing the Trustee to execute and deliver this Agreement
and the Supplemental Trust Agreement and to perform its obligations thereunder.
Counsel to the City shall deliverdelivered the Opinion-en-the Effective Date, dated as of the
Effective Date.

Section 2.4.  Recordation. —PrempthyThe City represents and warrants
that promptly following the Effective Date, the fully- executed Site Lease Assignment

Agreement and Approval Order shall-bewas recorded in the Office of the San Joaquin
County Recorder.

Section 2.5. Forbearance.

(a) Subject to the express provisions of this Agreement, the
Insurer and the Trustee agree to forebear from exercising their rights and remedies under
the Lease and Trust Agreement.

(b) The agreement to forbear is conditioned upon and subject to
the following Conditions of Forbearance:

(1) The City shall make General Fund Payments in an
amount equal to the lesser of (A) the amounts set forth in the General Fund Payment
Schedule, or (B) the amount equal to the difference between the stated principal and
interest payments on the Certificates due on each Payment Date and the amount available
to the City pursuant to Section 5.04, clauses 1 and 2(d)(ii) of the Supplemental Trust
Agreement and Section 2.7 of this Agreement to be applied to the payment of the
Certificates. Each General Fund Payment shall be paid by the City, in immediately
available funds, on the respective “Payment Dates” set forth in the General Fund Payment
Schedule. The obligation of the City to make General Fund Payments shall be subject to
abatement pursuant to Section 5.3 of the Lease.

(1)  The General Fund Payments shall be paid by the City
directly to the Trustee; provided that from and after the date on which the Certificate
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holders (other than Insurer) are paid in full, the General Fund Payments shall be paid by the
City directly to the Insurer for its own account as reimbursement for amounts owing to the
Insurer on account of the Ambac Payments and the payment of legal fees pursuant to
Section 6.8 herein, together with interest thereon, pursuant to Section 2.8. At such time as
all Ambac Payments and all Certificates have been paid in full, no further General Fund
Payments shall be payable hereunder.

(ii1))  As additional security for the payments by the
Insurer pursuant to the Insurance Policy, as of the Effective Date, all of the City’s rights,
title and interest under the Reimbursement Agreement, including the right to the Housing
Set-Aside Amounts shall hereby be automatically pledged and collaterally assigned to the
Trustee. Under the Supplemental Trust Agreement, the Trustee shall grant, pledge and
assign its rights, title and interest to the Reimbursement Agreement and such Housing
Set-Aside Amounts to the Insurer in accordance with the terms of such Supplemental Trust
Agreement and the City hereby consents to such further assignment. The City agrees not
to terminate or amend the Reimbursement Agreement without the prior written consent of
the Insurer and the Trustee and without the consent of the Insurer after the date the
Reimbursement Agreement is assigned to the Insurer. The foregoing pledge and
assignment shall remain effective until all amounts due are paid to the Certificate holders
and to the Insurer as provided under this Agreement.

(iv)  As of the Effective Date, the City and Authority
agree that the term of the Lease is extended until September 5, 2048 or such later date until
all amounts owing to the Insurer under this Agreement have been paid in full. Such
extension shall remain effective until all amounts due are paid to the Certificate holders
and to the Insurer as provided under this Agreement.

(v) Upon payment in full of all amounts owing to the
Insurer and holders of the Certificates under this Agreement and the Trust Agreement (or,
as to the Certificate holders, upon discharge of the Trust Agreement pursuant to section
13.01 thereof) the Trustee and the Insurer agree to execute such documents as may be
requested by the City to evidence the termination of the Site Lease, the Lease, the
Assignment Agreement, the Site Lease Assignment Agreement, and this Agreement in the
proper form for recordation of the office of the San Joaquin County Recorder.

Section 2.6.  Assignment of Reimbursement Agreement. The City shall
notify the Successor Agency and cause the Successor Agency to acknowledge that upon
the Effective Date, all rights of the City under the Reimbursement Agreement, including
rights to receive payments from the Housing Set-Aside Amounts have been assigned by the
City to the Trustee, and in accordance with the Supplemental Trust Agreement will be
assigned by the Trustee to the Insurer. The City shall direct the Successor Agency to pay
the Trustee, all payments payable by the Successor Agency under the Reimbursement
Agreement. Such payments will be wired in available funds to the Housing Set-Aside
Subaccount of the Lease Payment Fund under the Trust Agreement. The City shall
further direct the Successor Agency not to terminate or amend the Reimbursement
Agreement and the City shall not permit the termination or amendment of the

7
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Reimbursement Agreement without the prior written consent of the Insurer and the
Trustee. The City hereby represents and warrants that pursuant to and in accordance
with Section 5 of the Reimbursement Agreement, the term of the Reimbursement
Agreement has been extended until September 5, 2048 or such later date until all amounts
owing to the Insurer under this agreement have been paid in full. The City agrees that the
Trustee and Insurer are authorized to file all documents necessary to perfect its interests in
the Reimbursement Agreement and the City shall cooperate with the Trustee and Insurer to
effectuate such filing.

Section 2.7.  Debt Service Reserve Fund. The Trustee agrees to apply
monies in the Reserve Fund as exists as of the Effective Date to pay principal of and
interest on the Certificates commencing with the Certificate Payment due on September 1,
2013 in the amount necessary to pay debt service on the Certificates minus amounts
available from Housing Set-Aside Subaccount of the Lease Payment Fund established
pursuant to the Supplemental Trust Agreement until the Reserve Fund is exhausted.
Amounts so applied from the Reserve Fund shall be a credit against the General Fund
Payments due from the City hereunder. Replenishment of the Reserve Fund to the
Reserve Requirement will take place with excess Housing Set-Aside Amounts paid
pursuant to the Reimbursement Agreement as set forth in the Supplemental Trust
Agreement. The parties acknowledge that amounts in the Series 2003A Account of the
Reserve Fund shall be used to pay principal of and interest on the Series 2003 A Certificates
and amounts in the Taxable Series 2003B Account of the Reserve Fund shall be used to pay
principal of and interest on the Series 2003B Certificates.

Section 2.8.  Continued Payments Under Policy. In accordance with the
Policy, Insurer shall pay the Trustee such amounts as are necessary to make scheduled
payments of principal and interest on the Certificates after giving effect to amounts paid or
distributed on account of this agreement and Housing Set-Aside Amounts paid to the
Trustee. The interest rate on Ambac Payments will accrue at 8% compounded annually.

No Certificate may be voluntarily prepaid or defeased unless any and all
amounts owing to the Insurer are first paid in full.

Section 2.9.  Non-Performance. Upon any noncompliance by the City
with any of the Conditions of Forbearance, noncompliance with any of the other provisions
of this Agreement, or the occurrence of an event of default as defined in Section 8.1 of the
Lease (other than noncompliance with Section 3.4 (a) of the Lease), the Insurer shall have
the right, subject to the terms of the Trust Agreement, to instruct the Trustee to exercise or
exercise itself any remedies that may be available, including instructions contrary to the
direction letter delivered pursuant to Section 2.3 hereof.

Section 2.10. Successor Agency Sale Proceeds. The City shall cause the
Successor Agency to work with the Insurer to agree upon a list of all properties which (a)
will be sold by the Successor Agency, or (b) to be transferred to the Community
Redevelopment Property Trust Fund of the Successor Agency and sold pursuant to the
long-range property management plan developed and authorized in accordance with the

8
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applicable sections of the Health and Safety Code. The City and the Insurer will, and the
City shall cause the Successor Agency to, use their best efforts to obtain written approval
of the long-range property management plan developed by the Successor Agency and
approved by the Insurer prior to submission which will provide, among other things, that
all of the proceeds from the sale of the properties be used to satisfy outstanding obligations
under the bonds of the Successor Agency and Reimbursement Agreement in accordance
with the existing priorities under applicable law prior to any distribution of such proceeds
to taxing agencies under the Health and Safety Code. The City shall, and the City shall
cause the Successor Agency to, diligently pursue the sales of the properties in accordance
with applicable law and shall provide the Insurer and the Trustee with a written monthly
report of all progress and activity taken in connection with such sales.

Section 2.11. Future Agreements. In the event the City (i) enters into any
subsequent agreement through stipulation or otherwise with or (ii) proposes a Plan relating
to, in each case, the treatment of any other issue of the City’s certificates of participation or
lease revenue bonds, which provides for benefits or terms more favorable for such
creditors than those contained in this Agreement with respect to amounts payable by the
City from its General Fund, then this Agreement shall be deemed to be modified to provide
the Trustee and Insurer with those more favorable benefits and terms; provided, that this
Section 2.11 shall not apply to any agreements or Plan treatment with respect to any lease
financings or similar arrangements with respect to personal property or to the Stockton
Public Financing Authority Lease Revenue Refunding Bonds, 2006 Series A. The City
shall notify the Insurer promptly of the existence of such more favorable benefits and terms
and the Insurer shall have the right to receive the more favorable benefits and terms
immediately without further order of the Bankruptcy Court. The Parties shall
immediately amend this Agreement to contain the more favorable terms and conditions.

Section 2.12. Successor Agency. The City agrees that it will remain as
the Successor Agency until all obligations relating to the Successor Agency in this
Agreement have been complied with.

Section 2.13. Judgment by Confession. The City shall execute, and shall
cause its counsel to execute, and provide to the Insurer, documents sufficient to authorize
an entry of a judgment by confession substantially in the form attached hereto as Exhibit C
(the “Judgment by Confession”), to secure the City’s obligations under this Agreement.
The City hereby authorizes any attorney at law to appear in any court of record in
California after the Judgment by Confession becomes effective pursuant to Section 2.14(b)
or upon an Event of Default and admit the amount of the City’s obligations then due and
owing under this Agreement, waive the issuing and service of process, and confess
judgment against the City in favor of the Insurer for the amount then appearing due under
this Agreement and the costs of collection, including reasonable attorney fees and legal
costs. The City shall also waive all errors, rights of appeal, and stays of execution.
Notwithstanding the City’s failure to make payments required by this Agreement, the
Insurer may not obtain or enforce the Judgment by Confession unless it first becomes
effective pursuant to Section 2.14(b)-_or Section 5.2.
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Section 2.14. Effect of Dismissal of the Bankruptcy Case. In the event
the Bankruptcy Case is dismissed, the following provisions shall become immediately
effective and enforceable:

(a) Notwithstanding anything to the contrary in this Agreement,

the terms and provisions of this Agreement-shal-nelengerbe-subjeetto-conditionstistedin
Seetion-5-Hb)-and shall become immediately and fully effective and enforceable.

(b) The Judgment by Confession shall become effective, and in
the event the City fails to make any payments required by this Agreement after the
dismissal of the Bankruptcy Case, the Insurer may obtain and enforce the Judgment by
Confession without further notice to the City.

(©) Within sixty (60) days of the dismissal of the Bankruptcy
Case, Ambac may immediately terminate the Agreement by written notice to the City.

ARTICLE III
PLAN OF ADJUSTMENT AND PLAN SUPPORT

Section 3.1.  Plan Support Commitment. From and after the date hereof,
and provided that-{a)-the Ban has-cnte he CF-ah the
City has complied with its covenants and obligations under this Agreement, the Insurer
will support the Plan and take such action as is reasonably necessary to support
confirmation and consummation of the Plan which provides for separate classification of
the claims of the Insurer and the Certificate holders with respect to the Certificates into two
classes, each class shall provide for all claims of the Insurer and the Certificate holders to
be satisfied through the City’s recognition and performance of its obligations under this
Agreement. The Insurer in its capacity as insurer and sole owner of all Certificates
pursuant to the Trust Agreement agrees to vote for such Plan. Subject to the terms and
conditions of this Agreement, the Plan will affirm that the Lease, Trust Agreement, Site
Lease and Reimbursement Agreement shall be assumed and remain in full force and effect.
Notwithstanding anything to the contrary contained in this Agreement, this Agreement
shall not constitute an agreement by the City, Trustee or the Insurer to take any step or
action that would violate any provision of applicable bankruptcy law or any other
applicable laws, and to the extent any provision shall be construed as constituting such a
violation, such provision shall be deemed stricken herefrom and of no force and effect
without liability to any of the Parties.

Section 3.2.  Solicitation Required in Connection with Plan.
Notwithstanding anything contained in this Article III or elsewhere in this Agreement to
the contrary, this Agreement is not, and shall not be deemed to be, a solicitation of
acceptances of the Plan. The City, the Trustee and the Insurer acknowledge and agree that
the acceptance of the Plan will not be solicited until the Bankruptcy Court has approved the
disclosure statement and related ballots, and such disclosure statement and ballots have
been transmitted to parties entitled to receive same.

10
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ARTICLE IV
REPRESENTATIONS AND WARRANTIES

Section 4.1.  Mutual Representations and Warranties. Unless otherwise
noted, each Party makes the following representations, warranties and covenants (on a
several basis, with respect to such Party only) to each of the other Parties, each of with are
continuing representations, warranties and covenants:

(a) Each Party has all requisite power and authority to own the
properties it owns, to execute this Agreement and to consummate the transactions
contemplated hereby.

(b) Each Party has full requisite power and authority to execute
and deliver and to perform its obligations under this Agreement, and the execution,
delivery and performance hereof, and the instruments and documents required to be
executed by it in connection herewith (i) have been duly and validly authorized by it and
(ii) are not in contravention of its organizational documents or any agreements specifically
applicable to it.

(c) Each person signing this Agreement warrants that he or she
is legally competent and authorized to execute this Agreement on behalf of the Party whose
name is subscripted at or above such person’s signature.

(d) The Parties have not made any statement or representation to
each other regarding any facts relied upon by them in entering into this Agreement, and
each of them specifically does not rely upon any statement, representation or promise of
the other Parties hereto or any other person in entering into this Agreement, except as
expressly stated herein or in the exhibits hereto. Each party has relied upon its own
investigation and analysis of the facts and not on any statement or representation made by
any other party in choosing to enter into this Agreement and the transactions contemplated
herein.

(e) The Parties and their respective attorneys have made such
investigation of the facts pertaining to this Agreement and all of the matters pertaining
thereto as they deem necessary.

ARTICLE V
EFFECTHVEDATEANDEVENTS OF DEFAULT; TERMINATION

Section 5.1.  Conditions to Effective Date. The terms and provisions of’

by-theParties:Events of Default. The following shal constitute an Event of Default under
this Agreement:

11
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(a) the excentton-and-dehvery-ofthis-Agreementby-ecach-ofthe
entities-tdentified-on-the-signature-pages-ofCity fails to pay when due any amount payable
by the City under this Agreement; anéd-or

(b) the entry of the Approval Order by the Bankruptey Court
and-such-Approval Ordershall- have become-aFinal Order-any material breach by the City
of'its covenants and obligations under this Agreement; or

(c) the occurrence of any Event of Default under any Bond

Document, except (i) any Event of Default that was addressed in the Bankruptcy Case or
(i1) any Event of Default that conflicts with the requirements set forth in this Agreement,
including specifically any Events of Default that the Insurer or Trustee have agreed to
forbear enforcement of pursuant to the terms of this Agreement.

If an Event of Default shall occur, the City or the Insurer may pursue any and all
remedies provided for in this Agreement, or as may be provided by law or in equity.

Section 5.2.  Termination ol Agreement.  This Agrcement may be

Judgment by Confession. Upon an Event of Default2 the Judgment by Confessmn shall
become effective without any further action by the Insurer and without any further notice
to the City, and the Insurer shall have to right to proceed to collect any amounts due and
owing by the City pursuant thereto.

Section 5.3.  Effect of Termination. Except as otherwise provided
herein, in the event of the termination of this Agreement o+in-the-event-the-conditions-
efpursuant to Section 5-t-are-netsatistied;2.14, this Agreement shall become null and void
and be deemed of no force and effect, with no liability on the part of any Party hereto (or of
any of its directors, officers, employees, consultants, contractors, agents, legal and
financial advisors or other representatives), and no Party shall have any obligations to any
other Party arising out of this Agreement, and this Agreement, the Supplemental Trust
Agreement, the Direction Letter (except as set forth therein) and the Site Lease Assignment
Agreement shall each be of no force and effect. Upon termination, neither this Agreement
nor any terms or provisions set forth herein shall be admissible in any dispute, litigation,
proceeding or controversy among the Parties and nothing contained herein shall constitute
or be deemed to be an admission by any Party as to any matter, it being understood that the
statements and resolutions reached herein were as a result of negotiations and
compromises of the respective positions of the Parties. In addition, after such termination,
no Party shall seek to take discovery concerning this Agreement or admit this Agreement

or any part of it into ev1dence agamst any other Party hereto U—peﬂ—tefm-maﬂe&ef—thn}&

12
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ARTICLE VI
MISCELLANEOUS

Section 6.1.  Amendments. This Agreement may not be modified,
amended or supplemented except by a written agreement executed by each Party to be
affected, by such modification, amendment or supplement.

Section 6.2.  Other Action. Nothing contained in this Agreement,
however, shall limit or restrict the Insurer or the Trustee from taking any action that either
the Insurer or the Trustee may take under the Bond Documents or at law or in equity as may
be necessary or appropriate in Insurer’s or the Trustee’s discretion to preserve, protect or

defend any of the collateral or security interests described in the Bond Documents,
including, without limitation, (i) defending, intervening in or filing any legal proceedings

relating to any such collateral or security interests: (ii) sending any notices to any persons
or entities concerning the existence of security interests or liens in favor of the Insurer or
the Trustee relating to such collateral or security interests; or (iii) otherwise preserving any
of the Insurer’s or the Trustee’s rights, remedies, positions of defenses.

Section 6.3. Seection-62-No Admission of Liability.

(a) The execution of this Agreement is not intended to be, nor
shall it be construed as, an admission or evidence in any pending or subsequent suit, action,
proceeding or dispute of any liability, wrongdoing, or obligation whatsoever (including as
to the merits of any claim or defense) by any Party to any other Party or any other person
with respect to any of the matters addressed in this Agreement.

(b) None of this Agreement (including, without limitation, the
recitals and exhibits hereto), the settlement or any act performed or document executed
pursuant to or in furtherance of this Agreement or the settlement: (i) is or may be deemed
to be or may be used as an admission or evidence of the validity of any claim or of any
wrongdoing or liability of any Party; or (ii) is or may be deemed to be or may be used as an
admission or evidence of any liability, fault or omission of any Party in any civil, criminal
or administrative proceeding in any court, administrative agency or other tribunal. None of
this Agreement, the settlement, or any act performed or document executed pursuant to or
in furtherance of this Agreement or the settlement shall be admissible in any proceeding for
any purposes, except to enforce the terms of the Agreement, and except that any Party may
file this Agreement in any action for any purpose, including, but not limited to, in order to
support a defense or counterclaim based on the principles of res judicata, collateral
estoppel, release, good faith settlement, judgment bar or reduction or any other theory of
claim preclusion or issue preclusion or similar defense of counterclaim.

Section 6.4. Seetion6-3-Good Faith Negotiations. The Parties
recognize and acknowledge that each of the Parties hereto is represented by counsel, and
such Party received independent legal advice with respect to the advisability of entering
into this Agreement. Each of the Parties acknowledges that the negotiations leading up to
this Agreement were conducted regularly and at arm’s length; this Agreement is made and

13
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executed by and of each Party’s own free will; that each knows all of the relevant facts and
his or its rights in connection therewith, and that he or it has not been improperly
influenced or induced to make this settlement as a result of any act or action on the part of
any party or employee, agent, attorney or representative of any party to this Agreement.
The Parties further acknowledge that they entered into this Agreement because of their
desire to avoid the further expense and inconvenience of litigation and other disputes, and
to compromise permanently and settle the claims between the Parties settled by the
execution of this Agreement.

Section 6.5. Seetion6-4-Rights and Immunities. Notwithstanding
anything herein to the contrary, the Trustee is entitled to all of the rights, privileges and
immunities set forth in the Trust Agreement. The Trustee is executing this Stipulation and
Settlement Agreement solely as Trustee with respect to the Certificates and not in its
capacity as trustee with respect to any other obligations of the Authority, City or Successor
Agency. Furthermore, nothing in this Agreement is intended to impair any rights,
remedies and interests, including without limitation, liens, of any of the Parties hereto in
any other capacity.

Section 6.6. Seetion6-5-Third Party Beneficiaries. Nothing in this
Agreement, express or implied, is intended or shall be construed to confer upon, or to give
to, any Person other than the Parties hereto and their respective successors and assigns, any
right, remedy or claim under or by reason of this Agreement or any covenant, condition or
stipulation thereof; and the covenants, stipulations and agreements contained in this
Agreement are and shall be for the sole and exclusive benefit of the Parties hereto and their
respective successors and assigns.

Section 6.7. Seetion6-6—Governing Law; Retention of Jurisdiction;
Service of Process. This Agreement shall be governed by and construed in accordance
with the internal laws of the State of California, without giving effect to any principles of
conflicts of law and applicable federal law. By its execution and delivery of this
Agreement, each of the Parties hereby irrevocably and unconditionally agrees for itself that
any legal action, suit or proceeding between any or all of the foregoing with respect to any
matter under or arising out of or in connection with this Agreement or for recognition or
enforcement of any judgment rendered in any such action, suit or proceeding, shall be
brought in the Bankruptcy Court for that purpose only, and, by execution and delivery of
this Agreement, each hereby irrevocably accepts and submits itself to the jurisdiction of
such court, generally and unconditionally, with respect to any such action, suit or
proceeding. In the event any such action, suit or proceeding is commenced, the Parties
hereby agree and consent that service of process may be made, and personal jurisdiction
over any Party hereto in any such action, suit or proceeding may be obtained, by service of
a copy of the summons, complaint and other pleadings required to commence such action,
suit or proceeding upon the Party at the address of such Party set forth in Section 6.13
hereof, unless another address has been designated by such Party in a notice given to the
other Parties in accordance with Section 6.13 hereof.

14
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Section 6.8. Seetion6-7-Fees and Expenses; Indemnification. If the
City, Insurer, or Trustee brings an action against the other Party based upon a breach by the
City, Insurer or Trustee of its obligations under this Agreement, the prevailing Party shall
be entitled to all reasonable expenses incurred, including reasonable attorneys’ fees and
expenses.

Section 6.9. Seetion-6-8-Reimbursement of Attorney’s Fees. The City
shall reimburse the Insurer and the Trustee for the fees and expenses of the Insurer and
Trustee, including attorney’s fees and expenses incurred in connection with the Certificates
and Bankruptcy Case (a) in relation to the Insurer, accrued through the date of execution
and delivery of this Agreement in the amount of $240,000, and (b) in relation to the Insurer
and Trustee accrued from the date of the execution and delivery of this Agreement through
the effeetive-dateEffective Date of the Plan (the “Outstanding Fees and Expenses”)
through application of Housing Set-Aside Amounts paid pursuant to the Reimbursement
Agreement as set forth in section 5.04 of the Trust Agreement. The Trustee and Insurer
shall submit invoices to the City relating to the Outstanding Fees and Expenses specified in
(b) herein on a monthly basis. Interest will accrue on the Outstanding Fees and Expenses
at an interest rate of 8% compounded annually. The City and Authority will be obligated
to pay ongoing Trustee fees and expenses as required under the Trust Agreement and
Lease.

Section 6.10. Seetion6-9-Headings. The headings of the Articles and
Sections of this Agreement are inserted for convenience only and are not part of this
Agreement and do not in any way limit or modify the terms or provisions of this
Agreement and shall not affect the interpretation hereof.

Section 6.11. Seetion6-10-Binding Agreement Successors and Assigns;
Joint and Several Obligations. This Agreement shall be binding only upon the execution
and delivery of this Agreement by the Parties listed on the signature pages hereto;-subjeet
to-aHinal Orderasto-the City. This Agreement is intended to bind and inure to the benefit
of the Parties and their respective successors, assigns, administrators, constituents and
representatives. The agreements, representations, covenants and obligations of the Parties
under this Agreement are several only and not joint in any respect and none shall be
responsible for the performance or breach of this Agreement by another.

Section 6.12. Seetion-6-1+—Entire Agreement. This Agreement, the
Approval Order, the Supplemental Trust Agreement, the Direction Letter and the Site
Lease Assignment Agreement shall constitute the full and entire agreement among the
Parties with regard to the subject hereof, and supersedes all prior negotiations,
representations, promises or warranties (oral or otherwise) made by any Party with respect
to the subject matter hereof. No Party has entered into this Agreement in reliance on any
other Party’s prior representation, promise or warranty (oral or otherwise) except for those
that may be expressly set forth in this Agreement.

Section 6.13. Seetion6-42-Counterparts. This Agreement may be
executed in one or more counterparts, each of which shall be deemed an original copy of

15
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this Agreement and all of which, when taken together, shall constitute one and the same
Agreement. Copies of executed counterparts transmitted by telecopy or other electronic
transmission service shall be considered original executed counterparts, provided receipt
of copies of such counterparts is confirmed.

Section 6.14. Seetion-6-143-Notices. All demands, notices, requests,
consents, and other communications hereunder shall be in writing and shall be deemed to
have been duly given (a), when personally delivered by courier service or messenger, (b)
upon actual receipt (as established by confirmation of receipt or otherwise) during normal
business hours, otherwise on the first business day thereafter if transmitted electronically
(by e-mail transmission), by facsimile or telecopier, with confirmation of receipt, or (c)
three (3) Business Days after being duly deposited in the mail, by certified or registered
mail, postage prepaid-return receipt requested, to the following addresses, or such other
addresses as may be furnished hereafter by notice in writing, to the following Parties:

If to the City, to:

City of Stockton

22 E. Weber Avenue, Room 350

Stockton, California 95202

Attention: Director, Housing & Redevelopment
Fax: (209) 937-8822

-and-

City of Stockton

425 North EI Dorado Street
Stockton, California 95202
Attn: City Manager

Fax: (209) 937-8447

with a copy given in like manner to:

Orrick, Herrington & Sutcliffe LLP
400 Capitol Mall, Suite 3000
Sacramento, California 95814-4497
Attention: Marc A. Levinson, Esq.
Fax: (916) 329-4900

Email: malevinson@orrick.com

16
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If to the Authority, to:

Stockton Public Financing Authority
425 North EI Dorado Street
Stockton, California 95202

Fax: (209) 937-8898

If to the Trustee, to:

Wells Fargo Bank, National Association
Corporate Trust Services—Special Accounts
625 Marquette Avenue, 11" Floor

MAC N9311-115

Minneapolis, MN 55479

Attention: Lucinda Hruska-Clayes_

Fax: (612) 667-5047

Email: lucinda.hruska-claeys@wellsfargo.com

with a copy given in like manner to:

Mintz Levin Cohn Ferris Glovsky and Popeo, P.C.
One Financial Center

Boston, Massachusetts 02111

Attention: William W. Kannel, Esq.

Fax: (617) 542-2241

Email: wkannel@mintz.com

If to the Insurer, to:

Ambac Assurance Corporation

One State Street Plaza

New York, New York 10004

Attention: Surveillance Department and General Counsel’s Office
Fax: (212)208-3384

with a copy given in like manner to:

Arent Fox LLP

1675 Broadway

New York, New York 10019
Attention: David L. Dubrow, Esq.
Telecopy: (212) 484-3990

Email: david.dubrow@arentfox.com

Section 6.15. Seetien-614-Further Assurances. Each of the Parties
hereto agrees to execute and deliver, or to cause to be executed and delivered, all such
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instruments, and to take all such action as the other Parties may reasonably request in order
to effectuate the intent and purposes of, and to carry out the terms of, this Agreement.

(Signature page follows)

18
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement
to be executed as of the date set forth above.

THE CITY OF STOCKTON,
CALIFORNIA, as Debtor

By:
Name:
Title:
THE STOCKTON PUBLIC FINANCE
AUTHORITY
By:
Name:
Title:

WELLS FARGO BANK NATIONAL
ASSOCIATION, as Trustee

By:
Name:
Title:
AMBAC ASSURANCE CORPORATION,
as Insurer
By:
Name:
Title:

S-1
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Schedule 1
Payment Date | Principal Interest Debt Service Ge:ae;r:;lanutnd
8/15/2013 360,000 318,798 678,798 678,798
2/15/2014 0 310,884 310,884 93,265
8/15/2014 375,000 310,884 685,884 205,765
2/15/2015 0 302,587 302,587 243,583
8/15/2015 390,000 302,587 692,587 557,533
2/15/2016 0 293,952 293,952 236,631
8/15/2016 410,000 293,952 703,952 566,681
2/15/2017 0 284,870 284,870 229,320
8/15/2017 430,000 284,870 714,870 575,470
2/15/2018 0 275,316 275,316 221,629
8/15/2018 445,000 275,316 720,316 579,854
2/15/2019 0 264,066 264,066 212,573
8/15/2019 470,000 264,066 734,066 590,923
2/15/2020 0 252,159 252,159 202,988
8/15/2020 495,000 252,159 747,159 601,463
2/15/2021 0 239,604 239,604 192,881
8/15/2021 515,000 239,604 754,604 607,456
2/15/2022 0 226,531 226,531 182,357
8/15/2022 545,000 226,531 771,531 621,082
2/15/2023 0 212,679 212,679 171,207
8/15/2023 570,000 212,679 782,679 630,057
2/15/2024 0 198,180 198,180 159,535
8/15/2024 600,000 198,180 798,180 642,535
2/15/2025 0 182,597 182,597 146,991
8/15/2025 630,000 182,597 812,597 654,141
2/15/2026 0 166,249 166,249 133,830
8/15/2026 665,000 166,249 831,249 669,155
2/15/2027 0 148,976 148,976 119,926
8/15/2027 700,000 148,976 848,976 683,426
2/15/2028 0 130,805 130,805 105,298
8/15/2028 735,000 130,805 865,805 696,973
2/15/2029 0 111,672 111,672 89,896
8/15/2029 775,000 111,672 886,672 713,771
2/15/2030 0 91,506 91,506 73,662
8/15/2030 810,000 91,506 901,506 725,712
2/15/2031 0 70,417 70,417 56,686
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8/15/2031 855,000 70,417 925,417 744,961
2/15/2032 0 48,161 48,161 38,770
8/15/2032 905,000 48,161 953,161 767,295
2/15/2033 0 24,609 24,609 19,810
8/15/2033 945,000 24,609 969,609 780,535
2/15/2034 0 0 0 400,000
8/15/2034 0 0 0 400,000
2/15/2035 0 0 0 400,000
8/15/2035 0 0 0 400,000
2/15/2036 0 0 0 400,000
8/15/2036 0 0 0 400,000
2/15/2037 0 0 0 400,000
8/15/2037 0 0 0 400,000
2/15/2038 0 0 0 400,000
8/15/2038 0 0 0 400,000
2/15/2039 0 0 0 400,000
8/15/2039 0 0 0 400,000
2/15/2040 0 0 0 400,000
8/15/2040 0 0 0 400,000
2/15/2041 0 0 0 400,000
8/15/2041 0 0 0 400,000
2/15/2042 0 0 0 400,000
8/15/2042 0 0 0 400,000
2/15/2043 0 0 0 400,000
8/15/2043 0 0 0 400,000
2/15/2044 0 0 0 400,000
8/15/2044 0 0 0 400,000
2/15/2045 0 0 0 400,000
8/15/2045 0 0 0 400,000
2/15/2046 0 0 0 400,000
8/15/2046 0 0 0 400,000
2/15/2047 0 0 0 400,000
8/15/2047 0 0 0 400,000
2/15/2048 0 0 0 400,000
8/15/2048 0 0 0 400,000
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Exhibit A
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RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:
Arent Fox LLP

1675 Broadway

New York, New York 10019

Attn: David L. Dubrow, Esq.

COLLATERAL ASSIGNMENT OF SITE AND FACILITY LEASE

This Assignment of Site and Facility Lease 1s made and entered into as of May 9, 2013, by
and among the STOCKTON PUBLIC FINANCING AUTHORITY, a joint exercise of powers
authority duly organized and existing under the laws of the State of California (“Assignor”), and
WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking association organized
and existing under the laws of the United States of America, as Trustee (‘“Assignee’).

That for good and valuable consideration, as collateral security for the performance of the
Assignee’s obligations under that certain Trust Agreement dated as of June 1, 2003 (as amended
and supplemented, the “Trust Agreement”), by and between the City, Assignor and Assignee, the
Assignor does hereby collaterally assign, convey, set over and deliver to Assignee as their
respective interests may appear all of Assignor’s right, title, and interest in and to the site lease set
forth on EXHIBIT “A”, attached hereto and made a part hereto.
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Witness, this Assignment of Site and Facility Lease has been duly executed as of the day
and year first above written.

THE STOCKTON PUBLIC FINANCE
AUTHORITY

Name:
Title:

S-1
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Witness, this Assignment of Site and Facility Lease has been duly executed as of the day
and year first above written.

WELLS FARGO BANK NATIONAL
ASSOCIATION, as Trustee

By:

Name:
Title:



Case 12-32118 Filed 01/07/15 Doc 1845

CONSENT TO ASSIGNMENT

The CITY OF STOCKTON, a charter city and municipal corporation existing under the
constitution and laws of the State of California, hereby acknowledges, agrees and consents to the
execution and delivery of the Collateral Assignment of the Site and Facility Lease dated May 9,
2013, between Assignor and Assignee.

THE CITY OF STOCKTON, CALIFORNIA

By:

Name:
Title:
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EXHIBIT “A”

That certain Site and Facility Lease dated as of June 1, 2003 by and between the
City of Stockton, a charter city and municipal corporation existing under the constitution and laws
of the State of California (the “City”) and the Stockton Public Financing Authority, a joint exercise
of powers authority duly organized and existing under the laws of the State of California (the
“Authority”) which was recorded in the Official Records of County of San Joaquin,
California on June 26, 2003 as Document No0.2003-140079.



Case 12-32118 Filed 01/07/15 Doc 1845

Exhibit B



Case 12-32118 Filed 01/07/15 Doc 1845

SUPPLEMENTAL TRUST AGREEMENT

Dated as of May 9, 2013

by and among

WELLS FARGO BANK, NATIONAL ASSOCIATION
as Trustee

STOCKTON PUBLIC FINANCING AUTHORITY

and the

CITY OF STOCKTON

Relating to

$1,160,000
City of Stockton
Certificates of Participation
(Redevelopment Housing Projects)
Series 2003A

and

$12,140,000
City of Stockton
Certificates of Participation
(Redevelopment Housing Projects)
Taxable Series 2003B
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THIS FIRST SUPPLEMENTAL TRUST AGREEMENT, dated as of May 9, 2013 (the
“Supplemental Trust Agreement”), is by and among WELLS FARGO BANK, NATIONAL
ASSOCIATION, a national banking association organized and existing under the laws of the
United States of America, as Trustee solely in its capacity as trustee under the Original Trust
Agreement (as defined below) (the “Trustee”), STOCKTON PUBLIC FINANCING
AUTHORITY, a joint exercise of powers authority duly organized and existing under the laws
of the State of California (the “Authority”), and the CITY OF STOCKTON, a charter city and
municipal corporation existing under its charter and the constitution of the State of California

(the “City”).

RECITALS:

A. The Authority has caused to be executed and delivered Certificates of
Participation (Redevelopment Housing Projects), Series 2003 A in the original principal amount
of $1,160,000 and Taxable Series 2003B in the original principal amount of $12,140,000 (the
“Certificates”) pursuant to that certain Trust Agreement dated as of June 1, 2003 (the “Original
Trust Agreement”), by and between the City, Authority and the Trustee. The Certificates were
executed and delivered to provide financing for to assist the Redevelopment Agency of the City
of Stockton (the “Agency”) in undertaking various redevelopment housing projects (the
“Projects”) of benefit to the Agency’s several redevelopment project areas. This Supplemental
Trust Agreement is executed and delivered by the Authority and the Trustee to amend and
supplement the Original Trust Agreement. The Original Trust Agreement, as supplemented and
amended by the Supplemental Trust Agreement, is herein referred to as the Trust Agreement.

B. On June 28, 2012, the City filed a voluntary petition for relief under chapter 9 of
title 11 of the United States Code (the “Bankruptcy Code”), thereby commencing Bankruptcy
Case No. 12-32118 before the United States Bankruptcy Court for the Eastern District of
California (the “Bankruptcy Court”);

C. Pursuant to Section 9.02 of the Original Trust Agreement, a Supplemental Trust
Agreement may be executed and delivered with the written consent of the Insurer and the owners
of a majority in the aggregate principal amount of the Certificates outstanding and pursuant to
Section 13.13 of the Original Trust Agreement, so long as the Insurer shall not be in default under
its Insurance Policy, the Insurer shall be deemed the owner of the Certificates for purposes of
execution and delivery of a Supplemental Trust Agreement.

D. This Supplemental Trust Agreement is being executed and delivered by the City
Authority and the Trustee to implement that certain Stipulation and Settlement Agreement
entered into by and among the City, the Authority, the Trustee and Ambac Assurance
Corporation, a Wisconsin stock insurance corporation (the “Insurer”).

NOW, THEREFORE, THIS SUPPLEMENTAL TRUST AGREEMENT
WITNESSETH:
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It is hereby agreed by the City, Authority and the Trustee, for and in consideration of the
premises and the mutual covenants hereinafter contained, as follows:

ARTICLE I
DEFINITIONS AND MISCELLANEOUS

SECTION 1.01. Definitions. Except as otherwise indicated herein and
unless the context clearly indicates a different meaning, all terms herein shall have the
respective meanings set forth in Section 1.01 and the recitals of the Original Trust Agreement,
as amended and supplemented by this Supplemental Trust Agreement.

SECTION 1.02. General Rules of Construction. For all purposes of this
Supplemental Trust Agreement, except as otherwise expressly provided or unless the context
otherwise requires

(A) Defined terms in the singular shall include the plural as well as the
singular, and vice versa.

(B) All accounting terms not otherwise defined herein shall have the
meanings assigned to them, and all computations herein provided for shall be made, in
accordance with generally accepted accounting principles. All references herein to “generally
accepted accounting principles” refer to such principles as they exist at the date of application
there.

©) All references in this instrument to designated “Articles”, “Sections”
and other subdivisions are to the designated Articles, Sections and subdivisions of this
instrument as originally executed.

(D) The terms “herein”, “hereof” and “hereunder” and other words of
similar import refer to this Supplemental Trust Agreement as a whole and not to any particular
Article, Section or other subdivision.

(E) All references in this instrument to a separate instrument are to such
separate instrument as the same may be amended or supplemented from time to time pursuant
to the applicable provisions thereof.

(F) The term “person” shall include any individual, corporation,
partnership, limited liability company, joint venture, association, trust, unincorporated
organization and any government or agency or political subdivision thereof.

SECTION 1.03. Captions and Index. Any captions, titles or headings
preceding the text of any Article or Section herein and any table of contents or index attached to
this Supplemental Trust Agreement or any copy hereof are solely for convenience of reference
and shall not constitute part of this Supplemental Trust Agreement or affect its meaning,
construction or effect.

SECTION 1.04. Date of Supplemental Trust Agreement. The date of this
Supplemental Trust Agreement is intended as and for a date for the convenient identification of

2
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this Supplemental Trust Agreement and is not intended to indicate that the Supplemental Trust
Agreement was executed and delivered on said date.

SECTION 1.05. Execution of Several Counterparts. This Supplemental
Trust Agreement may be executed in any number of counterparts and each of such counterparts
shall for all purposes be deemed to be an original, and any and all such counterparts, shall
together constitute but one and the same instrument.

SECTION 1.06. Governing Law. This Supplemental Trust Agreement
shall be construed in accordance with and governed by the State of California.

ARTICLE 11
AMENDMENTS TO ORIGINAL TRUST AGREEMENT

SECTION 2.01. Amendments.
The Original Trust Agreement shall be amended as follows:

(A) Section 2.11(b) of the Original Trust Agreement shall be amended
and restated in its entirety to read as follows:

(b) In the case of any transfer pursuant to paragraph (i) or paragraph (ii) of
subsection (a) of this Section 2.11, upon receipt of all Outstanding Certificates by the Trustee,
together with a written request of the City or the Insurer to the Trustee, a single new Certificate
shall be executed and delivered for each maturity of such Certificate then outstanding,
registered in the name of such successor or such substitute depository or their nominees, as the
case may be, all as specified in such written request of the City or the Insurer. In the case of
any transfer pursuant to paragraph (iii) of subsection (a) of this Section 2.11, upon receipt of all
Outstanding Certificates by the Trustee together with a written request of the City or the
Insurer, new Certificates shall be executed and delivered in such denominations and registered
in the names of such persons as are requested in a written request of the City or the Insurer
provided the Trustee shall not be required to deliver such new Certificates within a period less
than sixty (60) days from the date of receipt of such a written request of the City or the Insurer.

(B) Section 5.01 of the Original Trust Agreement shall be amended and
restated in its entirety to read as follows:

SECTION 5.01. Assignment of Rights in Lease and Reimbursement
Agreement.

(a) The Authority has, in the Assignment Agreement, transferred, assigned
and set over to the Trustee certain of its rights in the Lease, including but not limited to all of the
Authority’s rights to receive and collect all of the Lease Payments and all other amounts
required to be deposited in the Lease Payment Fund pursuant to the Lease or pursuant thereto.
All Lease Payments and such other amounts to which the Authority may at any time be entitled
shall be paid directly to the Trustee, and all of the Lease Payments collected or received by the
Authority shall be deemed to be held and to have been collected or received by the Authority as
the agent of the Trustee, and if received by the Authority at any time shall be deposited by the

3
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Authority with the Trustee within one Business Day after the receipt thereof, and all such Lease
Payments and other amounts shall be forthwith deposited by the Trustee upon the receipt
thereof in the Lease Payment Fund.

(b) The City hereby transfers, assigns and sets over to the Trustee all of the
City’s rights, title and interest in the Reimbursement Agreement, including but not limited to all
of the City’s rights to receive and collect the Housing Set-Aside Amounts (as defined in the
Reimbursement Agreement) payable to the City under the Reimbursement Agreement. All
such Housing Set-Aside Amounts and such other amounts to which the City may at any time be
entitled to receive under the Reimbursement Agreement shall be paid directly to the Trustee,
and all of the Housing Set-Aside Amounts collected or received by the City under the
Reimbursement Agreement shall be deemed to be held and to have been collected or received
by the City as the agent of the Trustee, and if received by the City at any time shall be deposited
by the Authority with the Trustee within one Business Day after the receipt thereof, and all such
Housing-Set Aside Amounts and other amounts shall be forthwith deposited by the Trustee
upon the receipt thereof in the Housing Set-Aside Subaccount of the Lease Payment Fund.

(©) As and when required under Section 8.12 hereof, the Trustee shall assign
its rights in the Lease and the Reimbursement Agreement, including but not limited to the
Authority’s right to receive and collect all of the Lease Payments and the City’s right to receive
Housing Set-Aside Amounts and all other amounts required to be deposited in the Lease
Payment Fund or any subaccount thereof to the Insurer. The City and the Authority hereby
consent to such assignment; however, such assignment shall not impair, diminish or otherwise
affect the City’s obligations under the Lease, nor the obligations of the City, in its capacity of
Successor Agency to the Agency (the “Successor Agency”) under the Reimbursement
Agreement nor impose any obligations on the Insurer. Upon assignment, all Lease Payments,
Housing Set-Aside Amounts and such other amounts to which the Authority or the City may at
any time be entitled with respect to the Certificates shall be paid directly to the Insurer, and all
of the Lease Payments collected or received by the Authority or the Housing Set-Aside
Amounts received by the City shall be deemed to be held and to have been collected or received
by the Insurer for its own account. For avoidance of doubt, the assignment shall not be
effected, and shall not impair, diminish or otherwise affect the Trustee’s right title and interest
to the Lease Payments or Housing Set-Aside Amounts, until the Owners of the Certificates
(other than the Insurer) have been paid in full.

©) Section 5.02 of the Original Trust Agreement shall be amended to
add the following after the “Lease Payment Fund” in the first sentence thereof:

“and a “Housing Set-Aside Subaccount therein.”

(D) Section 5.03 of the Original Trust Agreement shall be amended to
add the following to the end thereof:
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“There shall be deposited into the Housing Set-Aside Subaccount all Housing
Set-Aside Amounts received by the Trustee and any other moneys required to be
deposited therein.”

(E) Section 5.04 of the Original Trust Agreement shall be amended to
add the following to the end thereof:

“Notwithstanding the foregoing, the amounts on deposit in the Housing
Set-Aside Subaccount shall be applied as follows:

I. From the date hereof until the date all monies in the Reserve Fund as
exists as of the date hereof are exhausted to the scheduled payment of amounts due on all
Certificates then due and payable;

2. After all monies in the Reserve Fund as of the date hereof are exhausted
pursuant to Section 2.7 that certain Stipulation and Settlement Agreement dated as of February
26, 2013 between the City, Insurer, the Authority and the Trustee (the “Settlement Agreement”)
in the following order and priority;

(a) to the scheduled payment of all Certificates then due and payable
an amount equal to 19.5% of such scheduled payment;

(b) to the Insurer, to repay any payments made by the Insurer under
the Insurance Policy to the registered owners of the Certificates, with interest as required by
Section 2.8 of the Settlement Agreement;

(c) to the Insurer and the Trustee, to repay any payments made by
the Insurer and the Trustee for fees and expenses including attorney’s fees and expenses of the
Insurer and the Trustee, with interest as required by Section 6.8 of the Settlement Agreement;

(d) on-parity dollar-for-dollar basis to (i) the Reserve Fund, the
amount necessary to make the balance therein equal the Reserve Requirement, and (ii) the
payment of the scheduled payment of all Certificates then due and payable as a credit to the City
for General Fund Payment (as defined in the Settlement Agreement); and

(e) to the City to reimburse the City for any General Fund Payments
previously paid and to the extent the City has been fully reimbursed for all such General Fund
Payments (with interest to the extent permitted by the Reimbursement Agreement), for deposit
by the City to the Redevelopment Property Tax Trust Fund.”
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(F) Section 8.09(f) of the Original Trust Agreement shall be amended
and restated in its entirety to read as follows:

SECTION 8.09. Rights Under Insurance Policy,

As long as the Insurance Policy shall be in full force and effect, the City and
Trustee agree to comply with the following provisions:

(a) At least one (1) Business Day prior to each Interest Payment Date, the
Trustee will determine whether there will be sufficient funds in the funds and accounts held
under this Trust Agreement to pay the principal of or interest on the Certificates on such Interest
Payment Date. If the Trustee determines that there will be insufficient funds in such funds or
accounts, the Trustee shall notify the Insurer in writing by certified mail return receipt
requested. Such notice shall be deemed sent upon receipt by the Insurer and specify the
amount of the anticipated deficiency in the amounts available for debt service due on the
Certificates (“Deficiency Amount”), the Certificates to which such deficiency is applicable and
whether such Certificates will be deficient as to principal or interest, or both. If the Trustee has
so notified the Insurer at least one (1) Business Day prior to the Interest Payment Date, the
Insurer will make payments of the Deficiency Amount to the Trustee on or before the Interest
Payment Date. If the Trustee has not so notified the Insurer at least one (1) Business Day prior
to an Interest Payment Date, the Insurer will make payment of the Deficiency Amount to the
Trustee on or before the first (1*) Business Day next following the date on which the Insurer
shall have received the notice from the Trustee.

(b) The Trustee shall, after giving notice to the Insurer as provided in (a)
above, make available to the Insurer the registration books of the Authority maintained by the
Trustee and all records relating to the funds and accounts maintained under this Trust
Agreement.

(©) The Trustee shall establish an account for the benefit of holders and the
Insurer referred to herein as the “Certificate Insurance Payment Account”. The Trustee shall
deposit upon receipt any amount paid under the Insurance Policy in the Certificate Insurance
Payment Account and immediately distribute such amount solely for purposes of payment to
the holders for which a claim was made. For the sake of clarity, amounts paid under the
Insurance Policy may not be applied to satisfy any costs, expenses or liabilities of the Trustee.
Amounts held in the Certificate Insurance Payment Account shall not be invested and any
amounts remaining in the Certificate Insurance Payment Account on the first Business Day
following an Interest Payment Date, after payment in full of amounts due on the Certificates on
such Interest Payment Date, shall be returned to the Insurer by the end of such Business Day.

(d) The amount of any payment of principal of or interest on the Certificates
from the Certificate Insurance Payment Account shall be recorded by the Trustee. The Insurer
shall have the right to inspect such records upon one (1) Business Day’s prior written notice to
the Trustee.

(e) In the event that the Trustee has notice (the “Preferential Transfer
Notice”) that any payment of principal of or interest on a Certificate which has become due for
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payment and which is made to the beneficial owner by or on behalf of the Authority has been
deemed a preferential transfer and theretofore recovered from its registered owner pursuant to
the United States Bankruptcy Code by a trustee in bankruptcy in accordance with the final,
non-appealable order of a court having competent jurisdiction, the Trustee shall, promptly upon
receiving such Preferential Transfer Notice, notify the Insurer of such Preferential Transfer
Notice and notify all registered owners that in the event that any registered owner’s payment is
so recovered, such registered owner will be entitled to payment from the Insurer to the extent of
such recovery if sufficient funds are not otherwise available, and the Trustee shall furnish to the
Insurer its records evidencing the payment of principal of and interest on the Certificates which
have been made by the Trustee and subsequently recovered from the registered owners and the
dates on which such payments were made.

63) In addition to those rights granted to the Insurer under this Trust
Agreement, and anything herein to the contrary notwithstanding, the City, the Authority, the
Trustee and each holder acknowledge and agree, that without the need for any further action on
the part of the Insurer, the Insurer shall, to the extent it makes payment of principal of or interest
on the Certificates, become subrogated to the rights of the holders of such Certificates to the
extent of the payments so made under the Insurance Policy. To evidence such subrogation, the
Trustee shall note the Insurer’s rights as subrogee on the registration books of the Authority
maintained by the Trustee upon payment of amounts from the Certificate Insurance Payment
Account to the holders of the Certificates. The Trustee shall simultaneously assign in writing
to the Insurer, to the fullest extent permitted by law and in a form acceptable to the Insurer, the
rights of the holders of such Certificates to the extent of the payments so made under the
Insurance Policy.

(G) Article VIII of the Original Trust Agreement shall be amended by
adding Section 8.11 as follows:

SECTION 8.11. Beneficiary of the Insurance Policy. The Insurance Policy is
able to be drawn upon by the Trustee for the sole benefit of the registered owners of the
Certificates. For the benefit of the owners and to insure timely scheduled payment of the debt
service on the Certificates, the City and the Authority hereby grant the Trustee the right and
power to carry out the provisions related to claims under the Insurance Policy, including, but
not limited to, assigning the rights of owners of the Certificates to the Insurer in connection with
a payment under the Insurance Policy. In addition to those rights granted to the Trustee under
this Trust Agreement, and anything herein to the contrary notwithstanding, the City and the
Authority acknowledge and agree and each owner of the Certificates is hereby deemed to have
acknowledged and agreed, that without the need for any further action on the part of any owner
of the Certificates, the Trustee shall have the right to (a) execute any assignment required by the
Insurer in connection with any payments by the Insurer under the Insurance Policy in
accordance with the terms of this Trust Agreement, and (b) accept any amendment to or
replacement of the Insurance Policy necessary to insure the timely payment of debt service on
the Certificates.

(H) Article VIII of the Original Trust Agreement shall be amended by
adding Section 8.12 as follows:
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SECTION 8.12. Pledge and Assignment to Insurer. To secure the subrogation
of rights of the Insurer and the payment of the debt service on the Certificates assigned to the
Insurer under this Article VIII, the Trustee hereby agrees to grant, bargain, sell, pledge and
assign to the Insurer a security interest in all Lease Payments by the City and all right, title and
interest of the Trustee in and to the Lease and a security interest in all Housing Set-Aside
Amounts received by the Trustee and all right, title and interest of the Trustee to the
Reimbursement Agreement, effective upon payment of principal and interest in full of the
Certificates to the registered owners thereof (other than the Insurer), provided that nothing
contained in this Trust Agreement shall impose any other obligations on the Insurer on account
of such pledge and assignment, provided however, that in the event a default by the Insurer
under the Insurance Policy exists as of such date, the foregoing pledge and assignment by the
Trustee to the Insurer shall not occur or be effective until such default is cured and no defaults
by the Insurer exist and are then continuing under the Insurance Policy. The City and the
Authority hereby acknowledge and agree to assignment set forth in this Section 8.12.

ARTICLE III
MISCELLANEOUS

SECTION 3.01. Confirmation of Trust Agreement. All the terms,
covenants and conditions of the Original Trust Agreement, as amended and supplemented by
this Supplemental Trust Agreement, are in all respects ratified and confirmed, and the Original
Trust Agreement and this Supplemental Trust Agreement shall be read, taken and construed as
one and the same instrument.

SECTION 3.02. Rights and Immunities of the Trustee. Notwithstanding
anything herein to the contrary, the Trustee is entitled to all of the rights, privileges, and
immunities set forth in the Trust Agreement. The Trustee is executing this Supplemental Trust
Agreement solely as Trustee with respect to the Certificates and not in its capacity as trustee
with respect to any other obligations of the Authority, City or Successor Agency.
Furthermore, nothing herein is intended to impair any rights, remedies and interests, including
without limitation, liens, of any of the Parties hereto in any other capacity.
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IN WITNESS WHEREOF, the City, the Authority and the Trustee have
caused this instrument to be duly executed and their respective corporate seals to be hereunto
affixed and attested.

CITY OF STOCKTON

By

[SEAL]

Attest:

STOCKTON PUBLIC FINANCING
AUTHORITY

WELLS FARGO BANK NATIONAL
ASSOCIATION, as Trustee under the Trust
Agreement

S-1
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CONSENT OF THE INSURER

The undersigned is the Insurer as defined in that certain Trust Agreement
dated as of June 1, 2003 (the “Original Trust Agreement”), by and between the City of
Stockton, the Stockton Public Finance Authority (the “Authority’”’) and Wells Fargo Bank,
National Association, as trustee (the “Trustee”) and hereby represents and warrants to the
Trustee and the Authority, upon which the Trustee and the Authority are relying on
entering into this Supplemental Trust Agreement, that the Insurer is not in default under the
Insurance Policy. Terms not defined herein shall have the meaning set forth in the
Original Trust Agreement.

Pursuant to and in accordance with Sections 9.02 and 13.13 of the Original
Trust Agreement, the undersigned Insurer hereby consents to the execution and delivery of
the Supplemental Agreement dated as of May 9, 2013 between the Authority, the City of
Stockton and Wells Fargo Bank, National Association.

AMBAC ASSURANCE CORPORATION

By:

S-2
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Exhibit C
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MARC A. LEVINSON (SBN 57613)

ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000

Sacramento, CA 95814-4497

Telephone:  916.447.9200

Facsimile: 916.329.4900

Email: malevinson@orrick.com

Attorneys for Defendant
CITY OF STOCKTON

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN JOAQUIN

AMBAC ASSURANCE CORPORATION, CASE NO.
a Wisconsin corporation,

DEFENDANT’S CONFESSING OF
Plaintiff, JUDGMENT STATEMENT

[Code Civ. Proc., § 1133]

V.

CITY OF STOCKTON, a charter city and
municipal corporation existing under its
charter and the constitution of the State of
California,

Defendant.

1. L , for the City of Stockton, a charter city

and municipal corporation existing under its charter and the constitution of the State of California
(the “City”), confess judgment in favor of plaintiff and authorize the entry of judgment against the
City in the amount appearing due and owing under that certain stipulation-and-agreementAmended
and Restated Stipulation and Settlement Agreement, dated as of fe;2043-(July 1, 2014 (as

amended, the “Agreement”), not to exceed $f———total-ameount-of payments-under-the
agreement};12,625,000, plus the costs of collection, including reasonable attorney fees and legal

costs.

2. The sum confessed for claim is justly due based on the following facts:
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a. The City and Stockton Public Financing Authority (the “Authority”) are parties
to that certain Site and Facility Lease dated as of June 1, 2003 (the “Site Lease”), pursuant to
which the City agreed to lease to the Authority certain property consisting primarily of the

City’s main downtown police facility, a library and three fire stations (the “Leased Premises”),

as more fully described in the Site Lease.
b. The City and the Authority are parties to that certain Lease Agreement dated as

of June 1, 2003 (the “Lease”), pursuant to which the City, among other things, subleases from

the Authority the Leased Premises.

C. The City, Authority and Wells Fargo Bank, National Association (the
“Trustee”) are parties to that certain Trust Agreement dated as of June 1, 2003 (the “Trust
Agreement”), pursuant to which the Trustee executed and delivered those certain Certificates
of Participation, (Redevelopment Housing Projects) Series 2003 A in the original principal
amount of $1,160,000 and Taxable Series 2003B in the original principal amount of
$12,140,000 (the “Certificates”), which Certificates are obligations of the Authority, payable
from and secured by the revenues and receipts derived by the Authority from the Lease.

d. The Trustee and Authority are parties to that certain Assignment Agreement

dated as of June 1, 2003 (the “Assignment Agreement”), pursuant to which the Authority,

among other things, assigned to the Trustee for the benefit of holders of the Certificates,
substantially all of the Authority’s right, title and interest in and to the Lease, including its right
to receive the Lease Payments due under the Lease.

e. Plaintiff issued that certain Financial Guaranty Insurance Policy Number

21154BE with an effective date of June 27, 2003 (the “Insurance Policy’), pursuant to which

plaintiff, among other things, agreed to make scheduled payments of principal or interests on
the Certificates pursuant to its terms.
f. On June 28, 2012, the City filed a voluntary petition for relief under chapter 9 of

title 11 of the United States Code, thereby commencing Bankruptcy Case No. 12-32118 (the
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“Bankruptcy Case”) before the United States Bankruptcy Court for the Eastern District of

California.

g. The City is in default under the Lease pursuant to Sections 8.1(b) and (d) of the
Lease.

h. The aforementioned parties and their counsel engaged in good faith, arms’

length settlement discussions regarding a consensual resolution of potential disputes between
and among the Parties arising out of or related to the Lease, Trust Agreement, and the Insurance
Policy.

1. As part of the Parties’ negotiated settlement, the City is obligated to make

certain payments, defined as the “General Fund Payments” under the Agreement.

] The judgment is confessed pursuant to this Defendant>’s Confessing Of
Judgment Statement to secure the City>’s payment obligations under the Agreement in the event
the Bankruptcy Case is dismissed and the City fails to make the payments required under the

Agreement.

[e], 20132014

Defendant, City of Stockton

Name:
Title:
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VERIFICATION

Iam , for the City of Stockton, a charter city and

municipal corporation existing under its charter and the constitution of the State of California (the
“City”), the defendant in this proceeding. I have read the foregoing statement and know its
contents. The matters stated in it are true of my own knowledge, except as to those matters which

are therein stated on my information and belief, and as to those matters, I believe it to be true.

I declare under penalty of perjury under the laws of the State of California that the foregoing is true

and correct.

Dated: [e], 20132014

Defendant, City of Stockton

By:

Name:
Title:
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MARC A. LEVINSON (SBN 57613)

ORRICK, HERRINGTON & SUTCLIFFE LLP
400 Capitol Mall, Suite 3000

Sacramento, CA 95814-4497

Telephone:  916.447.9200

Facsimile: 916.329.4900

Email: malevinson@orrick.com

Attorneys for Defendant
CITY OF STOCKTON
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AMBAC ASSURANCE CORPORATION,
a Wisconsin corporation,
Plaintiff,

V.
CITY OF STOCKTON, a charter city and
municipal corporation existing under its
charter and the constitution of the State of
California,

Defendant.

CASE NO.

ATTORNEY CERTIFICATE IN SUPPORT
OF DEFENDANT’S CONFESSING OF
JUDGMENT STATEMENT

[Code Civ. Proc., § 1132(b)]

1. I, MARC A. LEVINSON, am an attorney licensed to practice law in the State of

California and am the attorney of record for City of Stockton, a charter city and municipal

corporation existing under its charter and the constitution of the State of California (the “City”),

defendant in the above-entitled matter.

2. I was retained by the City to independently represent it in the above-entitled matter.

3. I have examined the proposed judgment and have advised the City with respect to

the waiver of rights and defenses under the confession of judgment procedure and have advised the

City to utilize the confession of judgment procedure.

I declare under penalty of perjury under the laws of the State of California that the foregoing is true

and correct.

Dated: [e], 20132014

AFDOCS/11238450.1
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MARC A LEVINSON
Attorney for Defendant

AFDOCS/11238450.1
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[e], 2013

Wells Fargo Bank, National Association
Minneapolis, Minnesota

$1,160,000
City of Stockton Certificates of Participation

(Redevelopment Housing Projects)
Series 2003A

Ladies and Gentlemen:

Certificates of Participation (Redevelopment Housing Projects), Series 2003A (the
“Certificates”) evidencing the direct, undivided fractional interests of the owners thereof in
lease payments (the “Lease Payments”) to be made by the City of Stockton (the “City”)
pursuant to a Lease Agreement, dated as of June 1, 2003 (the “Lease Agreement”), between
the City and the Stockton Public Financing Authority were executed and delivered by the City
on June 27, 2003, pursuant to a Trust Agreement, dated as of June 1, 2003 (the “Trust
Agreement”) by and among the City, the Stockton Public Financing Authority, and Wells
Fargo Bank, National Association, as trustee (the “Trustee”). Capitalized terms not otherwise
defined herein shall have the meanings ascribed thereto in the Trust Agreement.

Pursuant to the order of United States Bankruptcy Court of the Eastern District of California,
on or about the date hereof (the “Order”) and the related Stipulation and Settlement
Agreement, certain terms of the documents related to the Certificates are changing (as
described in the Order and the Stipulation and Settlement Agreement, the “Adjustments”),
including amendments to the Trust Agreement and adjustments to the Trustee’s and the
Insurer’s rights and remedies under the Lease Agreement and the Trust Agreement. The
Stipulation and Settlement Agreement requires that we, as counsel to the City, deliver an
opinion to the effect that the exclusion from gross income for federal income tax purposes of
the portion of the Lease Payments designated as and comprising interest and received by the
owners of the Certificates will not be adversely affected by the Adjustments. We have
reviewed the Stipulation and Settlement Agreement, the Lease Agreement, the Trust
Agreement, the Order, a certificate of the City, dated the date hereof as to certain factual
matters and expectations, and such other documents, opinions and matters to the extent we
deemed necessary to render the opinion set forth herein. For purposes of this opinion,
“Lease Payments”
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shall mean the sum of the “General Fund Payment,” the “Housing Set-Aside Amounts” (both
as defined in the Stipulation and Settlement Agreement) and payments from the Reserve
Fund.

The opinion expressed herein is based on an analysis of existing laws, regulations, rulings and
court decisions and covers certain matters not directly addressed by such authorities. Such
opinion may be affected by actions taken or omitted or events occurring after the date hereof.
We have not undertaken to determine, or to inform any person, whether any such actions are
taken or omitted or events do occur or any other matters come to our attention after the date
hereof, and we disclaim any obligation to update this opinion. We have assumed the
genuineness of all documents and signatures presented to us (whether as originals or as copies)
and the due and legal execution and delivery thereof by, and validity against, any party other
than the City. We have assumed, without undertaking to verify, the accuracy of the factual
matters represented, warranted or certified in the documents and of the legal conclusions
contained in the opinions, referred to in the second paragraph hereof. Furthermore, we have
assumed compliance with all covenants and agreements contained in the Stipulation and
Settlement Agreement, the Lease Agreement, the Trust Agreement (except to the extent
excused pursuant to the Stipulation and Settlement Agreement) and certain certificates of the
City (including any supplements or amendments thereto), including (without limitation)
covenants and agreements compliance with which is necessary to assure that actions,
omissions or events on and after the date of execution and delivery of the Certificates have not
caused and will not cause interest on the Certificates to be included in gross income for federal
income tax purposes. We have not undertaken to determine compliance with any of such
covenants and agreements or any other requirements of law, and, except as expressly set forth
below, we have not otherwise reviewed any actions, omissions or events occurring after the
date of execution and delivery of the Certificates or the exclusion of interest on the Certificates
from gross income for federal income tax purposes. Accordingly, no opinion is expressed
herein as to whether interest on the Certificates is excludable from gross income for federal
income tax purposes or as to any other tax consequences related to the ownership or
disposition of, or the accrual or receipt of interest on, the Certificates. We call attention to the
fact that we have not previously rendered any opinions with respect to the Certificates and that
Jones Hall, a Professional Law Corporation, delivered an opinion at the time the Certificates
originally were executed and delivered to the effect that the portion of the Lease Payments
designated as and comprising interest and received by the owners of the Certificates is
excluded from gross income for federal income tax purposes.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of
the opinion that the Adjustments will not, in and of themselves, adversely affect any exclusion
of the portion of the Lease Payments designated as and comprising interest and received by
the owners of the Certificates from gross income for purposes of federal income taxation.
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This opinion is furnished by us as counsel to the City solely for purposes of the Stipulation and
Settlement Agreement. No attorney-client relationship has existed or exists between our firm
and the Trustee in connection with the Certificates or by virtue of this opinion, and we
disclaim any obligation to update this opinion. This opinion is delivered to the addressee
hereof pursuant to the Stipulation and Settlement Agreement and is not to be used or relied
upon for any other purpose or by any person. This opinion is not intended to, and may not,
be relied upon by owners of Certificates or any other party to whom it is not specifically

addressed.

Very truly yours,

ORRICK, HERRINGTON & SUTCLIFFE
LLP



