REQUEST FOR COMMISSION ACTION

INDEPENDENCE CITY OF INDEPENDENCE
— KANSAS— March 26, 2020
Department Finance Director Approval Lacey Lies

AGENDA ITEM Consider lease/purchase agreement for financing of a new John Deere
6135E Tractor and Brush Hog 2820.

SUMMARY RECOMMENDATION City Staff recommends accepting the lease/purchase
proposal to finance $90,287.54 for five years at a fixed rate of 2.45% for the purchase of a new
John Deere 6135E Tractor and Bush Hog 2820 funded from the Airport Fund.

BACKGROUND The City Commission approved the purchase of the John Deere 6135E
tractor and Bush Hog 2820 on February 6, 2020 for a purchase price of $90,287.54. Delivery of
the units to the City will occur in Mid-March 2020.

The City received the following lease/purchase proposals for financing $90,287.54 over five
years with semi-annual payments:

FINANCING INSTITUTION TERM PMT FREQUENCY RATE
COMMERCIAL BANK 5 YEARS SEMI-ANNUAL  2.45%
COMMUNITY NATIONAL BANK 5YEARS SEMI-ANNUAL  2.49%

City Staff is recommending Commercial Bank’s proposal which is the lowest proposal
submitted.

BUDGET IMPACT  The purchase of the new John Deere 6135E Tractor and new Bush hog
2820 will be funded by a lease/purchase agreement, with a semi-annual payment of $9,535.20
financed over five years. The semi-annual payments will be funded by the Airport Fund. The
semi-annual lease/purchase payment was incorporated in the 2020 Approved Budget and six-
year Capital Improvement Program.

SUGGESTED MOTION I move to accept the Lease/Purchase agreement from Commercial
Bank for the financing of the John Deere 6135E Tractor and Bush Hog 2820 for $90,287.54 as
presented and authorize the Mayor to sign all documents related to the agreement.

SUPPORTING DOCUMENTS Lease/Purchase Agreement




LEASE-PURCHASE AGREEMENT

THIS LEASE-PURCHASE AGREEMENT is made and entered into by and between the Lessor
and Lessee, with the Effective Date set forth below.

1. Definitions. For purposes of this Lease-Purchase Agreement, the following terms shall have
the respective meanings set forth below:

LEASE: This Lease-Purchase Agreement dated as of the Effective Date, by and between the
Lessor and Lessee.

ORIGINAL LEASE BALANCE: $90,287.54
EFFECTIVE DATE: April 1, 2020
TERMINATION DATE: April 1, 2025
LESSOR: Commercial Bank
LESSEE: City of Independence
LEASE PAYMENT: $9,648.52

PROPERTY: The property that is the subject of this Lease and that is described on Exhibit "A"
which is attached hereto and by reference made a part hereof.

LEASE TERM: The period beginning on the Effective Date and ending on the Termination
Date, unless earlier terminated pursuant to the terms of the Lease.

RENTAL PAYMENTS: The payments due in the amounts and upon the dates set forth on
Exhibit "B" which is attached hereto and by reference made a part hereof.

OPTION PRICE: One Dollar ($1.00), which is payable upon the Lessee exercising its Purchase
Option pursuant to the terms of the Lease.

PURCHASE PRICE: The sum of the Option Price plus all remaining Rental Payments due to be
paid on the date that Lessee exercises its option to purchase the Property.

INTEREST RATE: 2.45%
PROPERTY INSURANCE DEDUCTIBLE: $500.00
PUBLIC LIABILITY COVERAGE: $1,000,000.00 Minimum

PUBLIC LIABILITY DEDUCTIBLE: $1,000,000.00 Maximum



2. Lease. Lessor hereby leases to Lessee and Lessee hereby leases from Lessor the Property for
the Lease Term in exchange for the Rental Payments.

3. Rental Payments. The rent for the leased equipment shall be in the amount stated in Exhibit
“B”. If Lessee shall be in default of any sum of money to be paid under this Lease, Lessee shall
pay a late charge equal to 10% of such unpaid amount due, plus any collection charges incurred
by use of an independent collection agency, in the event such payment, or any part of the
payment, remains unpaid for more than 10 days. Lessee shall pay rent, without deduction or
offset, in the amounts and at the time shown in Exhibit “B”. Rent shall be payable at Lessor’s
office or at such other place as Lessor may from time to time designate in writing. Lessee’s
obligations under this Lease is not subject to cancellation, termination, modification, repudiation,
excuse, set-off, or substitution, and are irrevocable and independent of Lessor’s obligations.

4. Rent as Current Expense. Lessee's obligation to pay the Rental Payments in the amounts and
on the due dates set forth on Exhibit "B" shall constitute a current expense of Lessee and shall
not be construed to be a debt of Lessee in violation of any constitutional or statutory limitations
concerning the creation of indebtedness by Lessee, nor shall anything contained herein constitute
a pledge of the general tax revenues, funds or moneys of Lessee.

5. Purchase Option. Lessee shall have the option to purchase the Property, but only if Lessee is
not in default under the Lease. Lessee may exercise its option to purchase the Property on any
Rental Payment due date by paying the Purchase Price, provided that Lessee shall give Lessor
not less than thirty (30) days advance written notice of its intention to exercise its option to
purchase.

6. Transfer of Title. During the Lease Term, title to the Property shall be vested in Lessor. Upon
Lessee's exercise of the option to purchase and the payment of the Purchase Price, title to the
Property shall be conveyed to and vested directly in Lessee, and Lessor shall execute and deliver
to Lessee a Bill of Sale for the Property and such other and further instruments and assurances as
may be reasonably necessary to transfer the Property to Lessee.

7. Maintenance and Operation: During the Lease Term, Lessee shall, at its own expense,
maintain or cause to be maintained the Property in good order, condition and repair, and Lessor
shall have no obligation to incur any of said expenses; provided, however, that if Lessee fails to
keep the Property in good repair and operating condition, Lessor may, but shall be under no
obligation to, make such repairs as are necessary and to provide for the payment thereof, and all
such amounts so advanced by Lessor shall be repaid by Lessee as an additional amount for which
Lessee becomes obligated hereunder, and Lessee hereby agrees to pay any such additional
amount, plus interest at the Interest Rate, for which it may become obligated hereunder. Lessor,
at its option, may request that Lessee enter into a maintenance contract for the Property with the
vendor of the Property or otherwise.

8. Use of the Property. The parties mutually agree that Lessee, by performing the covenants and
agreements herein contained, shall during the Lease Term, peaceably and quietly have, hold and
enjoy the Property. Lessee will not install, use, operate or maintain the Property improperly,
carelessly, in violation of any applicable law, or in any manner contrary to that contemplated by
this Lease and the nature of the property. The Property will be used only for governmental or
proprictary purposes of Lessee; therefore, the parties contemplate that the Property will be



exempt from all taxes presently assessed and levied with respect to personal property. In the
event that the use, possession or acquisition of the Property is found to be subject to taxation in
any form, Lessee will pay during the Lease Term all taxes and governmental charges whatsoever
that may be lawfully assessed or levied against or with respect to the Property. Lessee shall keep
the Property free and clear of all liens, charges and encumbrances, except as may be approved in
advance in writing by Lessor; provided, however, that nothing in this Lease shall preclude
Lessee from pledging its full faith and credit to the repayment of any legally authorized general
obligation bond issue of Lessee.

9. Insurance. During the Lease Term, Lessee shall maintain or cause to be maintained, at its own
expense, the following policies of insurance:

(a) Insurance against loss or damage to the Property resulting from fire, lightning,
vandalism, malicious mischief and such perils ordinarily defined as "extended
coverage" and other perils as Lessor and Lessee may agree. Such insurance shall
during the Lease Term be in an amount not less than: (1) the full insurable value
(i.e., the actual replacement cost "new") of the Property, or (2) the then current
Purchase Price, whichever is more, subject to the Property Insurance Deductible,
and shall contain an inflation guard endorsement.

(b) Public liability insurance against claims for bodily injury, death, or damage to
property occurring upon, in, or about the Property, such insurance to provide
coverage in an amount not less than the Public Liability Coverage, subject to the
Public Liability Deductible.

All insurance policies shall be issued by insurers of recognized responsibility, licensed or
admitted to do business in the state of Kansas. All policies or certificates of insurance shall name
Lessee and Lessor as named insured’s. Such policies and certificates shall not be cancelled or
materially changed without at least thirty (30) days prior written notice to Lessor, and shall carry
loss payable endorsements in favor of Lessor where applicable. Evidence of coverage
satisfactory to Lessor shall be deposited with Lessor by Lessee. All premiums and charges shall
be paid by Lessee, and evidence of payment of the premiums shall be delivered by Lessee to
Lessor. In the event Lessee fails to maintain the insurance required, Lessor shall have the right to
procure and maintain such insurance and shall charge Lessee for the cost thereof as an additional
amount for which Lessee becomes obligated hereunder. Lessee may provide such insurance as
part of "blanket" coverage maintained on all assets of Lessee, and with the written consent of
Lessor may be a self-insurer of such risks. If the insurance proceeds are insufficient to pay in full
the cost of any repair, restoration, modification or improvement, Lessee shall complete the work
and pay any cost in excess of the insurance proceeds.

10. Indemnification. Lessee shall indemnify, protect, and hold harmless Lessor from and against
any and all liabilities, obligations, losses, claims, and damages whatsoever, including without
limitation, attorney fees and expenses, arising out of or as the result of this Lease, the ownership
of the Property, or any accident in connection with the operation, use, condition, possession,
storage or return of the Property.



11. Right of Inspection. Lessor and its designated representative shall have the right during
regular business hours to enter into and upon the premises of Lessee to inspect the Property or
for any purpose connected with Lessor's rights under this Lease.

12. Triple Net Lease. This Lease shall be deemed and construed to be a "triple net lease" in that
Lessee hereby agrees that the Rental Payments provided for herein shall be an absolute net return
to Lessor, and that Lessor shall not be responsible for any expenses, charges or set-offs
whatsoever related to the operation, maintenance and repair of the Property.

13. Termination of Lease Term. The Lease Term will terminate upon the earliest occurrence of
any of the following events:

a) The expiration of the Lease Term,;
b) The exercise by Lessee of the option to purchase granted under Paragraph 5;
c) A default by Lessee and Lessor's election to terminate this Lease;

d) The payment by Lessee of all Rental Payments and all additional amounts for which
Lessee may become obligated under this Lease;

¢) Upon notice of election to terminate the Lease due to an event of taxability pursuant to
Paragraph 15 hereof, and the failure of Lessee to exercise its option to purchase at the
next regular Rental Payment due date.

14. Non-appropriation. Lessee shall use its best efforts to include the Rental Payments for each
fiscal year in its budget for such fiscal year and further shall make the necessary appropriations
for all such Rental Payments. In the event sufficient funds are not budgeted and appropriated by
Lessee for any fiscal year to provide for the Rental Payments required hereunder or any other
obligation of Lessee, then Lessee shall terminate this Lease by providing thirty (30) days written
notice to Lessor of Lessee's intent to terminate. In such event, the Lessee shall not be obligated to
make the Rental Payments beyond the end of the period for which Lessee has budgeted. Lessee
shall surrender the Property to Lessor on the last day for which Rental Payments have been
made. Upon such early cancellation, Lessee may not thereafter acquire functionally similar
property for the full original Lease Term. If funds are made available to Lessee after such early
cancellation for property which will perform services and function in full or in part the same as
the Property, Lessee agrees to purchase, lease or otherwise acquire such property from Lessor.
The non-payment of any Rental Payment pursuant to this paragraph shall not constitute a default
under this Lease.

15. Occurrence of an Event of Taxability. Lessor and Lessee contemplate that the interest
component of the Rental Payments paid by Lessee will not be included in Lessor's gross income
for purposes of federal income taxation. In the event that Lessee or Lessor are advised that the
interest component of the Rental Payments is or has become includable in gross income for
purposes of federal income taxation, Lessor (or its assigns) may elect in writing to terminate this
Lease at the next regular Rental Payment due date, subject only to Lessee's option to purchase as
granted in Paragraph S of this Lease.



16. Disclaimer of Warranties. LESSOR MAKES NO WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO THE VALUE, DESIGN, CONDITION,
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE OR FITNESS FOR USE
OF THE PROPERTY. In no event shall Lessor be liable for incidental, indirect, special or
consequential damages in connection with or arising out of this Lease or the existence,
furnishing, functioning of Lessee's use of any item or products or services provided for in this
Lease. Lessor hereby irrevocably appoints Lessee as its agent and attorney-in-fact during the
Lease Term, and so long as Lessee shall not be in default hereunder, to assert from time to time
whatever claims and rights, including warranties of the Property, which Lessor may have against
the vendor of the Property. Lessee's sole remedy for the breach of such warranty, indemnification
or representation shall be against the vendor of the Property, and not against Lessor, nor shall
such matter have any affect whatsoever on the rights and obligations of Lessor with respect to
this Lease and its right to receive full and timely Rental Payments hereunder. Lessee expressly
acknowledges that Lessor makes and has made no representation or warranties whatsoever as to
the existence or availability of such warranties by the vendor of the Property.

17. Assignment. Neither this Lease nor any interest of Lessee herein shall be

mortgaged, pledged, assigned or transferred by Lessee, without the prior written consent of
Lessor. Lessee shall at all times remain liable for the performance of the Lease, notwithstanding
any assigning, transferring or subletting which may be made. In no event shall Lessee sublease
or permit the use of all or any part of the Property so as to cause the interest component of the
Rental Payments to become includable in Lessor's gross income for computation of federal
income taxation. Lessor shall have the right to assign its interest in this Lease and the Rental
Payments to another party, and Lessee agrees to execute any and all documents necessary and
proper in connection therewith.

18. Default by Lessee. If: (1) Lessee fails to pay any Rental Payment or other payment within
fifteen (15) days from the date it is due and payable; (ii) Lessee fails to observe and perform any
other term, covenant or condition contained herein for a period of thirty (30) days after written
notice thereof from Lessor to Lessee; (iii) Lessee abandons the Property; or (iv) Lessee's interest
in this Lease or any part thereof is assigned or transferred without the written consent of the
Lessor, then Lessee shall be deemed to be in default hereunder. If Lessee is in default, Lessor
shall have the right, at its option, and without any further demand or notice:

a) to terminate this Lease and to take possession of the Property, using all necessary force to
do so, and sell the Property;

b) to take possession of the Property and without terminating this Lease re-let the Property
upon such terms and conditions as Lessor may deem advisable, in which event the rents
received on such re-letting shall be applied first to the expense of reletting and collection,
including any necessary renovation and alteration of the Property, reasonable attorney's
fees and costs of suit in equity or action at law to enforce the terms and conditions of this
Lease, and thereafter toward payment of all sums due or to become due Lessor hereunder.
If a sufficient sum shall not be thus realized to pay such sums and other charges, Lessee
shall remain liable for and will pay Lessor any cumulative net deficiency. The foregoing
remedies of Lessor are in addition to and not exclusive of any other remedy of Lessor.
Any repossession of the Property shall be allowed by Lessee without hindrance.



19 Miscellaneous. This Agreement may be amended, modified or supplemented only by the
written agreement of all parties hereto. The waiver or failure to insist upon strict compliance with
any obligation, representation, warranty, agreement or condition hereunder shall not operate as a
waiver of any subsequent non-compliance. This Agreement shall be binding upon and inure to
the benefit of the parties hereto and their respective successors and permitted assigns. If any
term, provision, covenant or restriction of this Agreement is held by a court of competent
jurisdiction to be invalid, void, or unenforceable, the remainder of the terms of this Agreement
shall remain in full force and effect and shall in no way be affected, impaired or invalidated. This
Agreement embodies the entire agreement and understanding of the parties. This Agreement
supersedes all prior discussions, negotiations, agreements and understandings between the
parties. Descriptive headings are for convenience only and shall not control or affect the meaning
or construction of any provision of this Agreement. This Agreement shall be governed by and
construed in accordance with the laws of the State of Kansas. This Lease may be executed in one
or more counterparts, each of which shall be deemed to be an original, but which together shall
constitute one original.

IN WITNESS WHEREOF, the parties have hereunto set their hands the day and year first above
written.

City of Independence, Kansas

“Lessee”

BY:

Name: Leonhard Caflisch

Title: Mayor, City of Independence
(Seal)
ATTEST:

BY:

Name:

Title:

Commercial Bank
“Lessor”

BY:

Name: Charles W. Goad
Title: President, Independence



STATE OF KANSAS )
) ss:
COUNTY OF MONTGOMERY )

The foregoing instrument was acknowledged before me on , 2020 by Charles
W. Goad, President, Independence on behalf of Lessor.

IN TESTIMONY WHEREOF, I have hereunto set my hand and affixed my official seal on the
day and year last above written.
Notary Public

My Appointment Expires:

STATE OF KANSAS )
) ss:
COUNTY OF MONTGOMERY )

The foregoing instrument was acknowledged before me on , 2020 by
Leonhard Caflisch, Mayor, City of Independence, KS, on behalf of Lessee.

IN TESTIMONY WHEREOF, I have hereunto set my hand and affixed my official seal on the
day and year last above written.

Notary Public

My Appointment Expires:



EXHIBIT A

DESCRIPTION OF PROPERTY

2020 John Deere 6135E Tractor Serial Number:
And all accessories and accessions contained in or attached thereto.

2020 Bush Hog 2820 Serial Number:
And all accessories and accessions contained in or attached thereto.



EXHIBIT B

PAYMENT SCHEDULE

See Attached Amortization Schedule



Rate: 2.45% Payment: $9,648.52 Term: 60 APR: 2.451343%
Interest: $6,197.65 Credit Life: $0.00 A/H: $0.00

Original Balance: $90,287.54
Amortization Schedule

Date Number MOB Interest Principal Payment Balance
10/01/2020 1 $0.060 $1,109.05 $8,539.47 $9,648.52 $81,748.07
Year 2020 $0.00 $1,109.05 $8,639.47 $9,648.52
04/01/2021 2 $0.00 $998.67 $8,649.85 $9,648.52 $73,098.22
10/01/2021 3 $0.00 $897.91 $8,750.61 $9,648.52 $64,347.61
Year 2021 $0.00 $1,896.58 $17,400.46 $19,297.04
04/01/2022 4 $0.00 $786.10 $8,862.42 $9,648.52 $55,485.19
10/01/2022 5 $0.00 $681.56 $8,966.96 $9,648.52 $46,518.23
Year 2022 $0.00 $1,467.66 $17,829.38 $19,297.04
04/01/2023 6 $0.00 $568.29 $9,080.23 $9,648.52 $37,438.00
10/01/2023 7 $0.00 $459.87 $9,188.65 $9,648.52 $28,249.35
Year 2023 $0.00 $1,028.16 $18,268.88 $19,297.04
04/01/2024 8 $0.00 $347.00 $9,301.52 $9.648.52 $18,947.83
10/01/2024 9 $0.00 $232.75 $9,415.77 $9,648.52 $9,532.06
Year 2024 $0.00 $579.75 $18,717.29 $19,297.04
04/01/2025 10 $0.00 $116.45 $9,532.06 $9,648.51 $0.00
Year 2025 $0.00 $116.45 $9,532.06 $9,648.51
Grand Total $0.00 $6,197.65 $90,287.54 $96,485.19

This 1s for infarmation only - terms and conditions may change
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