TO:

FROM:

RE

DEPARTMENT OF

ATTORNEY GENERAL

MEMORANDUM

August 26, 2010

Sergio Paneque, Director
Business Services Administration
Department of Technology, Management, and Budget

Iris M. Lopez ML

Assistant Attorney General
State Operations Division
Department of Attorney General

Equipment Lease Dated September 1, 2010
DIMB Purchasing/Key Government Finance, Inc.

Agency/Lessor:
Equipment; EMC Equipment Contract No 071B8200079 and
Purchase Order No. 084N0202906
Agency: Michigan Department of Technology, Management and Budget
L ease Value: $5,937,132.00 (3.99%)

The referenced lease is approved as to legal form, and the Opinion of Counsel on behalf
of Department of Technology, Management and Budget has been issued for this transaction.

We are closing our file on this matter

IML/dab

Enc /

c Anthony DesChenes, DTMB
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

P O Box 30754
L ARSING MICHIGAN 48909

MIKE COX
ATTORNEY GENERAL

August 26, 2010

Sergio Paneque, Senior Deputy Director

Business Services Administration

Department of Technology, Management and Budget
2™ Floor - Stevens T Mason Building

P O Box 30026

Lansing, M1 48909

Dear Mr. Paneque:

Re:  Opinion of Counsel: Lease with Option to Purchase dated September 1, 2010
between Key Government Finance, Inc , as Lessor, and State of Michigan,

Department of Technology, Management and Budget, as Lessee
Equipment Contract No. 071B8200079, and Purchase Order No. 084N0202906

Agency: Michigan Department of Technology, Management and Budget

In my capacity as an Assistant Attorney General, I have examined the referenced Lease
with Option To Purchase (Lease), dated September 1, 2010, and Exhibits between Key
Government Finance, Inc (Lessor) and the State of Michigan, Department of Technology,
Management and Budget (1essee), including a completed copy of the Lease’s Equipment
Schedule, between Lessor and Lessee (Equipment Schedule). This opinion is based on, and
limited to the review of, the documents described above for this lease transaction and assumes

that the Lease and its exhibits will be properly executed by the Parties.

Based on the above, [ am of the following opinion:
(1) Lessee is one of the principal state departments of the State of Michigan

(2) Lessee has the requisite power and authority to: lease; to acquire the Equipment
with an option to purchase; to execute and deliver the Lease, and to perform its

obligations under the Lease

(3) The Lease has been duly authorized, executed, and delivered by and on behalf of
Lessee; the Lease is a valid and binding obligation of Lessee; and enforceable in

accordance with its terms.

{4 To the best of my knowledge, the authorization, execution, and delivery of the
Lease and all other proceedings of Lessee relating fo the Lease transaction have
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Page 2
August 26, 2010

been performed in accordance with open meetings, public bidding and all other
applicable state or federal laws.

(5) The person signing the Lease for the State of Michigan is a duly authonized
representative of Lessee pursuant to 1984 PA 431

Sincerely,

Jouw M- i’ff?%

Iris M Lopez

Assistant Attorney General
State Operations Division
Tel: (517)373-1162

InMI./dab
Enc
c: Anthony Des Chenes, DTMB
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LEASE WITH OPTION TO PURCHASE

This Lease With Option to Purchase (“Lease™), dated September 1, 2010 as of and entered
into between Key Government Finance, Ine. Superior, Colorado authorized to do business in
Michigan (*Lessor’), and the Michigan Department of Technology, Management and Budget, an

agency of the State of Michigan (“Lessee”)

1. Lease. Lessee agrees to lease fiom Lessor certain “Equipment” as described in
the Equipment Schedule (Exhibit A), which, together, with a “Lease Payment Schedule” (Exhibit
A-1) constitute a “Schedule,” subject to the tetms and conditions of and for the purposes set forth
in this Lease.

2. Term. This Lease will consist of an “Initial Term” and subsequent “Renewal
Terms.” The “Commencement Date” for this Lease is the date on which the Equipment is
accepted by Lessee in the manner described in Section 12, The “Initial Term” is the petiod from
the Commencement Date, until the end of the first fiscal period for which funds have been
appropriated to make lease payments under this Lease. A “Renewal Term” is a subsequent
period for which funds have been appropriated to make lease payments under this Lease The
“ease Term™ for this Lease is the Initial Term and all Renewal Terms from the Commencement
Date until this Lease is terminated.

3. Representations and Covenants of Lessee. Lessee represents, covenants and
warrants for the benefit of Lessor on the date hereof and as of the Commencement Date of this
Lease as follows: (a) Lessee Michigan Department of Technology, Management and Budget is an
agency of the State of Michigan, which is a department of state government duly organized and
existing under the constitution and laws of the State of Michigan, with full power and authority
under the constitution and laws of the state where the Lessee is located to enter into this Lease
and to perform all of its obligations; (b) Lessee has complied with such public bidding
requirements as may be applicable to this Lease and the acquisition by Lessee of the Equipment
as provided in this Lease; (c) duting the Lease Term, the Equipment will be used by Lessee
solely and exclusively for the purpose of performing essential governmental functions of Lessee
consistent with the permissible scope of Lessee's authority; (d) the equipment is and will remain
personal property.

4, Representations and Covenants of Lessor. Lessor represents, covenants and
warrants for the benefit of Lessee on the date hereof and as of the Commencement Date of this
Lease as follows: (a) Lessor, at the request of the Lessee, will pay for the Equipment from and;
(b} Pursuant to Section 22, Lessor will convey clear title for the Equipment to Lessee if and when

Lessee exercises the purchase option.
5. Tax Covenant. It is the intention of Lessee and Lessor that the interest portion of

the Lease Payments received by Lessor be and remain free from federal income taxation. Lessee
covenants that it will not intentionally perform any act or enter into any agreement or use or
permit the use of the Equipment or any portion thereof in a manner that shall have the effect of
terminating the exemption from federal income taxation of the interest portion of the Lease

Payments.




6. IRS Reporting. At Lessor’s request, the parties shall cooperate to ensure
compliance with IRS reporting requirements. Lessor shall prepare for the State’s signature an
IRS Form 8038G, or take such other action requested by other State agencies, including, but not
limited to, the State Treasurer’s Office. Lessor shall provide the State Purchasing Director of the
Department of Management and Budget with a copy and filing date of any IRS Form 8038( filed
with the IRS However, the parties acknowledge that Lessor has the exclusive responsibility to
file IRS Form 8038G and has exclusive liability for any penalties, costs, damages, or other
consequences resulting from a failure to file

7. Lease of Equipment. Upon the execution of this Lease, Lessor Ieases to Lessee,
and Lessee leases from Lessor, the Equipment in accordance with the terms hereof. The Lease
Term for this Lease may be continued, solely at the option of Lessee, at the end of the Initial
Term or any Renewal Term, for the next succeeding Renewal Term up to the maximum Lease
Term set forth in this Lease At the end of the Initial Tenm and at the end of each Renewal Term,
the Lease Term shall be automatically extended upon the successive appropriation by the
Michigan State Legislature of amounts sufficient to pay Lease Payments and other amounts
payabie under this Lease during the next succeeding Fiscal Period, until all Lease Payments
payable under this I ease have been paid in full, unless Lessee shall have terminated such Lease
pursuant to Section 8 or Section 22. The Director of the Department of Technology,
Management and Budget currently intends to use his/her best efforts in making recommendations
to the State Budget Office for the necessary appropriations for this lease for inclusion in the
Governor's Executive Budget in future fiscal years The terms and conditions during any
Renewal Term shall be the same as the terms and conditions during the Initial Term, except that
the Lease Payments shall be as provided in the applicable Lease Payment Schedule.

8. Nonappropriation, Lessee is obligated only to pay such Lease Payments under
this Lease as may be appropriated for the Lease of the Equipment. Should the State Legislature
fail to appropriate funds to pay Lease Payments, or should an appropriation be adopted which
specifically prohibits the use of funds for this Lease, Lessee agrees to deliver notice to Lessor of
such nonappropriation within thirty (30) business days of a final legislative action terminating
funding for this Lease Failure to give Lessor such notice shall not create any obligation on the
part of the Lessee to make lease payments beyond the period for which funds have been
appropriated. If this Lease is terminated in accordance with this Section, Lessce agrees to
peaceably deliver the Equipment to Lessor at the location(s) specified by Lessor or to allow
Lessor to peaceably obtain possession of the Equipment The parties have agreed and determined
that the principal amount to be paid to Lessor under this Lease is not in excess of the total fair
market value of the Equipment [n making such determination, consideration has been given to
the costs of the Equipment, the uses and purposes served by the Equipment and the benefit that
will accrue to the parties by reason of this Lease and to the general public by reason of Lessee’s
use of the Equipment Lessor understands that as of the date of execution of this Lease, Lessce
has an appropriation for the Equipment for the current fiscal year, as defined in 1984 PA 431,
MCL 181491

9. Lease Payments. Lessee shall prompily pay “Lease Payments” as described in
Exhibit A-1 to this Lease, exclusively from funds appropriated for lease of the Equipment
Pursuant to 1984 PA 279, MCL 17 51-17 57, Lessee shall pay Lessor a charge on any Lease
Payment, which remains unpaid on the date such Lease Payment is due. Lease Payments consist
of principal and interest portions. Lessor and Lessee understand and intend that the obligation of
Lessee to pay Lease Payments under this Lease shall constitute a current expense of the State of
Michigan and shall not in any way be construed to be a debt or general obligation of the State of
Michigan in contravention of any applicable constitutional or statutory limitation or requirement




concerning the creation of indebtedness by Lessee, including, but not limited to, Const 1963, art
9 §812, 17 nor shall anything contained herein or in a Lease constitute a pledge of the general
tax revenues, credit. funds or monies of the State

10. LEASE PAYMENTIS TO BE UNCONDITIONAL. EXCEPT AS PROVIDED
IN SECTION 8, AND SUBJECT TO LESSEE’S ACCEPTANCE OF THE EQUIPMENT AS
PROVIDED IN SECTION 12, THE OBLIGATIONS OF LESSEE TO MAKE LEASE
PAYMENTS AND TO PERFORM AND OBSERVE THE OTHER COVENANIS AND
AGREEMENTS CONTAINED IN THIS LEASE SHAIL BE ABSOLUTE AND
UNCONDITIONAL IN ALL EVENIS WITHOUI ABATEMENT, DIMINUTION,
DEDUCTION, SET-OFF OR DEFENSE, FOR ANY REASON, INCLUDING, WITHOUT
LIMITATION, ANY DEFECTS, MALFUNCTIONS, BREAKDOWNS OR INFIRMITIES IN
THE EQUIPMENT OR ANY ACCIDENT, CONDEMNATION OR UNFORESEEN
CIRCUMSTANCES.

11.  Delivery and Installation. Lessee shall order the Equipment, cause the
Equipment to be delivered and installed at the location agreed upon by the parties and pay any
and all delivery and installation costs in connection therewith.

12. Performance and Reliability Evaluation; Acceptance. The parties agree and
acknowledge that the obligations under this Lease are conditioned, in part, upon the successful
completion of a Performance and Reliability Evaluation (PARE), described in Contract
No 071B8200079, PO No. 084N0202906 between EMC (*“Vendor”) and the State of Michigan
Upon successful completion of the PARE, Lessee shall confirm to Lessor its written acceptance
of the Equipment by executing a “Certificate of Acceptance ” A blank, unexecuted copy of a
Certificate of Acceptance is attached hereto as Exhibit B The PARE shall commence when the
Equipment has been delivered and instalied as provided in Section 11

13. Marking: Inspection. Lessor shall have the right to mark or affix a
nonpermanent label on the Equipment for purposes of identifying it at a later date. Lessor or its
agents shall have the right, from time to time, with prior written notice, during reasonable
business hours, and subject to the needs of Lessee, to enter into and upon the property of Lessee
for the purpose of inspecting the existence, condition and proper maintenance of the Equipment

14. Use; Maintenance. Lessee will not install, use, operate or mamntain the
Equipment improperly, carelessly, in violation of any applicable law or in a manner contrary to
that contemplated by this Lease. Lessee agrees that it will, at Lessee's own cost and expense,
maintain, preserve and keep the Equipment in good repair and working order.

i5. Title to the Equipment. During the Term of this Lease, title to the Equipment
shall remain in Lessor Title to the Equipment shall be conveyed to Lessee upon the occurrence
of one of the following: (a) the exercise by Lessee of the purchase option under Section 22; or
(b} the payment by Lessee of all sums required to be paid under this Lease as specified in the
Lease Payment Schedule Upon Lessee’s exercise of the purchase option or Lessee’s payment of
all sums due under the Lease Payment Schedule, Lessor shall transfer free and clear title to

Lessee
16, Financing Statements. At Lessor’s request, Lessee shall join Lessor in executing

any necessary or appropriate Financing Statements indicating its obligation under this Lease.

17. Taxes, Other Governmental Charges and Utility Charges. The parties to this
Lease contemplate that the Equipment will be used for governmental purposes of Lessee and that
the Equipment will therefore be exempt from all property taxes. If the use, possession or
acquisition of any Equipment is nevertheless determined to be subject to taxation, Lessee shall
pay when due all taxes and governmental charges lawfully assessed or levied against or with
respect 1o such Equipment. Lessee shall pay all utility and other charges incurred in the use and




maintenance of the Equipment. Lessee shall pay such taxes or charges as the same may become
due

18.  Imsurance. Lessee is self-insured for all risk, physical damage, and public
liability and will provide proof of such self-insurance in letterform together with a copy of the
statute authorizing this form of insurance.

19. Risk of Loss or Damage. Lessee shall assume all nrisk of loss, thefl, damage to,
or destruction of the Equipment for any cause (“‘Loss or Damage”) upon acceptance, as described
in Section 11. In the event of Loss or Damage to the Equipment, Lessee shall promptly report
the same to Lessor and concerned governmental agencies. Lessee shall not be relieved of 1its
obligation to pay Lease Payments or to perform any other obligations under this Lease by reason
of any Loss or Damage In the event of any Loss or Damage, Lessce shall either: (a) promptly
replace lost Equipment or promptly repair damaged Equipment and place it in good repair and
working condition and continue to make all Lease Payments; or (b) within sixty (60) business
days of notifying Lessor that the Equipment will not be repaired, pay Lessor the outstanding
principal balance and any unpaid accrued interest as of the payoff date, as described in the Lease
Payment Schedule Lessee shall have the right to retain any residual insurance benefit, which
remains after payment to Lessor of the outstanding principal balance and unpaid accrued interest

20.  DISCLAIMER OF WARRANTIES. LESSOR MAKES NO WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO IHE VALUE, DESIGN,
CONDITION, MERCHANTABILITY OR FITNESS FOR PARTICULAR PURPOSE OR
FITNESS FOR USE OF THE EQUIPMENT, OR WARRANTY WITH RESPECT THERETO
WHETHER EXPRESS OR IMPLIED, AND LESSEE ACCEPTS SUCH EQUIPMENT AS IS,
IN NO EVENT SHALL LESSOR BE LIABLE FOR ANY INCIDENTAL, INDIRECT,
SPECIAL OR CONSEQUENTIAL DAMAGE IN CONNECTION WITH OR ARISING OUT
OF THIS LEASE OR THE EXISTENCE, FURNISHING, FUNCTIONING OR LESSEE'S USE
OF ANY ITEM, PRODUCT OR SERVICE PROVIDED FOR IN THIS LEASE

21. Vendor's Warranties. Upon execution of this Lease, Lessor irrevocably
appoints Lessee as its agent and attorney-in-fact during this Lease, so long as Lessee shall not be
in default under this Lease, to assert from time to time whatever claims and rights, including, but
not limited to, warranties, relating to the Equipment that Lessor may have against Vendors The
term “Vendors” means any supplier or manufacturer of the Equipment, as well as agents or
representatives of those suppliers or manufacturers Lessee’s sole remedy for the breach of such
warranty, indemnification or representation shall be against Vendors of the Equipment, and not
against Lessor  Any such matter shall not have any effect whatsoever on the rights and
obligations of Lessor with respect to this Lease, including the right to receive full and timely
payments under this Lease Lessee acknowledges that Lessor makes, and has made, no
representations regarding the existence or availability of warranties made by Vendors

22, Purchase Option. Lessee reserves the unilateral right to exercise a purchase
option for the Equipment. Lessce may exercise this right by paying to Lessor a “Concluding
Payment”, based on the payment terms specified in the Lease Payment Schedule. The
Concluding Payment for a given date shall be defined as the sum of the outstanding principal
balance as of that date, plus any unpaid accrued interest as of that date, plus any prepayment
premium, phus one dollar (31 00) Upon receiving payment of the Concluding Payment, Lessor
shall transfer any and all of its rights, title, and interest to the Equipment and covenant to Lessee
that the Equipment is free of any liens or encumbrances.

23.  Assignment. Lessor's right, title and interest in and to this Lease, including Lease
Payments and any other amounts payable by Lessee thereunder and all proceeds therefrom, may
only be assigned and reassigned to one or more assignees or subassignees by Lessor with the




written consent of Lessee, which shall not be unreasonably withheld. Assignments may include
without limitation assignment of all of Lessor's security interest in and to the Equipment listed in
this Lease and all rights in, to and under the Lease related to such Equipment. Notwithstanding
the above, Lessee hereby agrees that Lessor may, without the consent of Lessee, but with notice
to Lessee, sell, dispose of, or assign this Lease through a pool, trust, limited partnership, or other
similar eatity, whereby one or more interests are created in this Lease, or in the Equipment listed
in or the Lease Payments under a Lease. In accordance with Section 149(a) of the Internal
Revenue Code of 1986, as amended, Lessor shall keep a recoid of all such assignments and
provide written notice to Lessee. Lessor agrees to continue servicing the Lease or arrange for a
servicer with equal standards of high quality. Lessor also agrees remittance will remain with a
single servicer.

None of Lessee's right, title and interest in, to and under any Lease or any portion of the
Equipment listed in each Lease may be assigned, subleased, or encumbered by Lesse¢ for any
reason without obtaining prior written consent of Lessor.

24.  Lessee Default. Any of the following events shall constitute an “Event of
Default” under this Lease: (a) failure by Lessee to pay any Lease Payment due under the Lease
Payment Schedule or other payment required to be paid under this Lease at the time specified
therein; (b) failure by Lessee to observe and perform any covenant, condition or agreement on its
part to be observed or performed, other than as 1eferred (o in subparagraph (a) above, for a period
of thirty (30) business days after written notice specifying such failure and requesting that it be
remedied is given to Lessee by Lessor; or (c) any representation or warranty made by Lessee in or
pursuant to this Lease proves to be false in any material respect when made and such breach of
representation and warranty is not cured within ten (10} business days of Lessee’s receipt of
written notice of such breach.

25.  Lessor Default. Any of the following events shall constitute an “Event of
Default” under this Lease: (a) failure by Lessor to, at the request of the Lessee, promptly forward
payment to the Vendor for the Equipment after receipt of fully executed documents including a
Certificate of Acceptance, pursuant to Section 12; (b) failure by Lessor to observe and perform
any covenant, condition o1 agreement on its part to be observed or performed, other than as
referred to in subparagraph (a) above, for a period of thirty (30) business days after written notice
specifying such failure and requesting that it be remedied is given to Lessee by Lessor; (c) failure
to convey clear title; or (d) any representation or warranty made by Lessor in or pursuant to this
Lease proves to be false in any material respect when made and such breach of representation
and warranty is not cured within ten (10) business days of Lessee’s receipt of wrilten notice of

such breach
26, Lessor’s Remedies on Default by Lessee. Whenever Lessee defaults, and the

default is not cured within the period specified in Section 24, Lessor shall have the right, at its
sole option without any further demand, to take one of the following remedial steps: (a) by
written notice fo Lessee, declare all Lease Payments payable to the end of the period for which an
appropriation has been made, to be immediately due and payable; (b) take whatever action at law
or in equity may appear necessary or desirable to enforce its rights under this Lease or as a
secured party in any or all of the Equipment including peaceably obtaining possession of the

Equipment

27, Lessee’s Remedies on Default bv Lessor,
default is not cured within the period specified in Section 25, Lessee shall have the right, at its
sole option without any further demand, to take one of the following remedial steps: (a) procure
comparable equipment from other sources; (b) take whatever action at law or in equity may

appear necessary or desirable to enforce its rights under this Lease.

Whenever Lessor defaults and the




28. No Remedy Exclusive. No remedy herein conferred upon or reserved to Lessor
or Lessee is intended to be exclusive and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Lease now or hereafter existing at law o7 in

equity.
29. Notices. All notices or other communications under this Lease shall be

sufficiently given and shall be deemed given when delivered or mailed by registered mail,
postage prepaid, {0 the parties hereto at the addresses listed below (or at such other address as
either party hereto shall designate in writing to the other for notices to such party), or to any
assignee at its address as it appears on the registration books maintained by Lessee.

30, Indemnification. Lessor does hereby agree to indemnify, defend, and hold
Lessee harmless from and against any and all claims, losses, costs, attorneys’ fees, and expenses
arising out of or related to the breach of Lessor's representations under this Lease

31.  Miscellaneous Provisions. This Lease constitutes the complete and exclusive
agreement and understanding of the parties as it relates to this transaction This Lease supersedes
all proposals, or other prior agreements, and ali other communications, oral or written, between
the parties relating to this Lease and the Equipment described herein.  This Lease shall inure to
the benefit of and shall be binding upon Lessor and Lessee and their respective successors and
assigns. References herein to “Lessor” shall be deemed to include ecach of ifs assignees and
subsequent assignees from and after the effective date of each assignment as permitted by
Section 23 In the event any provision of this Lease shall be held invalid or unenforceable by any
court of competent jurisdiction, such holding shall not invalidate or render unenforceable any
other provision thereof. This Lease may be amended by mutual wriiten consent of Lessor and
Lessee This Lease may be simultaneously executed in several counterparts, each of which shall
be an original and all of which shall constitute but one and the same instrument The captions or
headings in this Lease are for convenience only and in no way define, limit or describe the scope

or intent of this Lease.
32.  Governing Law. This Lease shall be governed by and construed in accordance

with the laws of the State of Michigan

33.  Statutory Obligations. This Lease may be cancelled by Lessee provided Lessor
is notified in writing at least thirty (30) business days prior to the effective date of cancellation
and any of the following occur: (a) Lessot or any subcontractor, manufacturer, or supplier of
Lessor appears in the register compiled by the Michigan Department of Labor pursuant to 1980
PA 278, as amended, MCL 423 321 et seq (Employers Engaging in Unfair Labor Practices Act);
(b} Lessor or any subcontractor, manufacturer, or supplier of Lessor is found liable for
discriminaticn, pursuant to 1976 PA 453, as amended, MCL 37 2101 et seq (Elliott-Larsen Civil
Rights Act) or 1976 PA 220, as amended, MCL 37.1101 et seq (Persons With Disabilities Civil
Rights Act)

34.  Nondiscrimination. Lessor shall comply with the EHiott-Larsen Civil Rights
Act, 1976 PA 453, as amended, MCL 37 2101 et seq. and the Persons With Disabilities Civil
Rights Act, 1976 PA 220, as amended, MCL 37.1101 et seq (Persons With Disabilities Civil
Rights Act), and all other federal, state and local fair employment practices and equal opportunity
laws, and covenants that it shall not discriminate against any employee or applicant for
employment, to be employed in the performance of this contract, with respect to his or her hire,
tenure, terms, conditions, or privileges of employment, or any matter directly or indirectly related
to employment because of his or her race, religion, color, national origin, age, sex, height,
weight, marital status, or physical or mental disability that is unrelated to the individual’s ability
to perform the duties of a particular job or position. Lessor agrees to include in every subcontract




entered into for the performance of this contract this covenant not to discriminate in employment.

A breach of this covenant is a material breach of this Lease

35. Electronic Payment Requirement. Electronic transfer of funds is required for
payments on State Contracts, Contractors are required to register with the State electronically at
http:/fwww cpexpress state mi.us. As stated in Public Act 431 of 1984, all contracts that the
State enters into for the purchase of goods and services shall provide that payment will be made

by electronic fund transfer (EFT).

Lessor and Lessee have caused this Lease to be executed in their names by their duly authorized
representatives as of the date first above written

Lessor:
Name: 'ﬂj‘”a 2&40}4 DATE g/3’//"

(signature)

REGINAA. ECKENDORF

Name:
DIRECTOR OF @RERAT TONS"

Title:
Fed ID. 00 OXS T & TA

Lessee: MICHIGAN DEPARTMENT OF TECHNOLOGY,
MANAGEMENT AND BUDGET, AN AGENCY OF THE STATE

OF MICHIGAN /
: % %ﬂé DATE 3’/0??//& _‘

Narne:
(51;7(&1(6)
Name: /%ﬂ/ax{y T dBez Cvenres

(print)

Title: OIRELTDR | (oMM OO/7765 N,
Michigan Department of Technology, Management and Budget

Lessee: MICHIGAN DEPARTMENT OF TECHNOLOGY,
MANAGEMENT AND BUDGET AN AGENCY OF THE STATE

OF MICHIGAN
o A
Name: Q/\L_A}/ DATE C?}‘}fO
'(signam;c)f ’
Name: \Q(C\‘“ ,“)OFFMAA.)
(print)
Title: oraes MAdA CEMENT Lo UG-

Michigan Department of Technology, Management and Budget




Exhibit A
SCHEDULE OF PROPERTY NO, 1

RE: LEASE WITH OPTION TO PURCHASE AGREEMENT entered into as of
September 1, 2010, (“Lease”), between Key Government Finance, Inc. (Lessor™) and State of Michigan,

Department of Technology, Management and Budget (“Lessee”) All terms used and not otherwise
defined herein have the meaning ascribed to them in the Lease.

One hundred percent of the financing costs will be used to acquire assets that will be capitalized

The following items of Equipment are hereby included under this Schedule to the Lease.

DESCRIPTION OF EQUIPMENT

Qty Model Description

Equipment as Described in PO 084N0200%23
Total Cost $5,937,132.00

Lessee hereby represents, warrants and covenants that its representations, warranties and covenants set forth in the
Lease are true and correct as though made on the Commencement Date of Instaliment Payments under this
Schedule. The terms and provisions of the Lease are hereby incorporated into this Schedule by reference

and made a part hereof.

Dated Date:

Lessee: State of Michigan, Department of
Technology, Management and Budget

D ——

By e By
/
(PRINT) (PRINT)
Title: \bféfcm'é, Contr, SV Title: Mauacert,

Date bi/za;2 7—}//0 . Date: 9/}/ I'O

Lessor'gey Goveznmegjinance, Ine.
By: .
“ v

Name: REGINAA. ECKENDORF
DlRECTWDPERATIONS

Title:

Date 8/.5 ///0




ExHIBIT B

FINAL ACCEPTANCE CERTIFICATE

Re: Schedule of Property No. 1, dated September 1, 2010 to Lease, dated as of September 1, 2010 between Key
Government Finance, Inc. as Lessor, and State of Michigan, Department of Technology, Management and Budget, as Lessee

in accordance with the Lease With Option to Purchase Agreement (Lease), the undersigned Lessee hereby certifies and represents

to, and agrees with Lessor as follows:

All of the Equipment (as such term is defined in the Lease) listed in the above-reference Schedule of Property (the

()
“Schedule™) has been delivered, installed, and accepted on the date hereof
2) Lessee has conducted such inspection and/or testing of the Equipment listed in the Schedule, as it deemns necessary and
appropriate pursuant to Section 12 of this Lease, and hereby acknowledges that it accepts the Equipment for all purposes.
(3) Lessee is self insured as provided in Section 18 of the Lease
{4y No event or condition that constitutes, or with notice o lapse of time, or both, would constitute, an Event of Default (as
defined in the Lease) exists at the date hereof.
LESSEE
State of Michigan, epaﬁﬁﬂechmlogy, Management and Budget
By: L / dO '
{
Title: Manse GL

Acceptance Date: q )‘ J o

o Lt T e

Tite: Drgs2rde, low#. X1V,
Acceptance Date: 7735}/4’ ;2// ’0




State of Michigan
EMC Lease Amortization

395%
Totais 5937 13200 5433 356 48 5937 132 00 486 224 48 s32] o0a
September 1 2010 Funding
Beginning Prepavmant
Pay # Date Balance Payment Principat interest Balance _Ending Balance
1 1.0ct-2010 54937 13200 134 028 26 114 287 30 19 740 86 5997 53004 5822544 70
2 1-Now-2010 5822844 70 134 028 26 114 667 30 19 360 96 587942272 5708 177 40
3 1-Dec-2010 5708 t77 40 134 028 26 115048 57 18 975 62 5 760 922 69 5593128 82
4 1-Jan 2011 5593 128 B2 134 028 26 115 431 11 18.597 15 5642,028 68 5477687 71
5 1-Feb-2011% 5477697 71 134 028 26 115 814 82 1821334 552273928 536188230
6 1-Mar-2041 5361 682 80 134 028 26 116.200 00 17 828 26 540305328 524568279
T 1 Apr-2011 5245682 79 134 028 26 118 586 37 17 441 89 5282969 32 5129096 43
8 1-May-2011 5 129096 43 134 028 28 116974 02 17 054 24 5162 485 08 5012122 41
9 1-Jun-2011 5612122 41 134 028 26 117 362 96 16 665 30 5041860224 4894 759 45
10 1-Juk-2011 4 894 759 45 134028 26 117753 1% 16,275 07 4 920 318 45 477700627
11 1-Aug-2011 47177 006 27 134 028 26 118 144 72 15883 54 4798 627 40 4 858 861 55
12 1.Sep-2011 4 658,861 55 134 028 26 148 537 55 15430 71 467653372 4.540 324 0O
13 1 Oct-2011 4540324 00 134 028 26 118 931 69 15,006 57 4 554 03409 442139232
4 1-Nov-2011 442139232 134 028 26 119327 13 1470113 4431 127 14 4302085 18
15 1-Dec-2011 4302 065 18 134 028 26 119723 .80 14 304 35 430781153 4 182,341 29
16 toJar2012 4182341 29 134 028 26 120121 68 13906 28 4184 085 B8 4062 219 31
17 1-Feb 2012 4062 21§ 3t 134 028 26 120521 38 13 506 .88 4 059 948 87 394189793
18 1-Mar2012 304169783 134 028 26 120 922 12 13106 14 3935 38909 382077581
19 1-Apr-2012 382077581 134 028 26 121324 18 12704 08 381043518 369945183
20 1-May-2012 369945163 134 028 26 121727 59 12 300 67 3 685055 76 3577 724 04
21 1-Jun-2012 3571772404 134028 26 122 132 33 11895 93 355925947 3455591 71
22 1-Juk2012 3455591 71 134 028 26 122 538 42 11 489 B4 3433 044 B9 333308329
23 1-AUg-2012 3333053 29 134 028 26 122 945 88 17 082 40 3.306 410 66 3210107 43
24 1-Sep2012 3210167 43 134 028 26 123 354 65 10873 61 3179 355 236 3 0B6.752 78
25 1-Qct-2012 308675278 134 028 26 123 764 81 10 263 45 305187761 2968268797
28 1-Now-2012 2962 987 97 134 028 26 124 176 33 985193 292387599 283881165
27 1-Dec-2012 283881165 134 028 26 124 589 21 94338 05 2 795 649 11 271422243
28 1-Jan-2013 271422243 134 028 26 125003 47 602479 2 666,895 53 2589218 96
29 1-Fab- 2013 2 589 218 86 134 028 26 125413 1 4560915 2537 71385 2 463 799 85
30 1-Mar-2013 246379985 134 028 26 125836 13 819213 2408 102 64 2337 96373
31 1-Apr-2013 233798373 134 028 26 126 254 53 771373 2278060 47 2211709 19
3z t-May-2013 2211709 19 134 028 26 126 674 33 735382 2 147 585 91 2 085034 87
33 T Jure2013 2085 034 87 134 028 26 127 095 52 693274 2667753 1857 939 35
34 1-Jutl-2013 1957 939 35 134028 26 127 518 1t 6510 15 188533367 183042123
35 1-Aug-2013 183042123 134 028 26 127 942 11 6086 15 1 753 553 50 170247912
162134 85 1574 11160

1702 47912 134 028 26 128 367 52 566074

a6 1.5ep-2013
37 1-0ct-20%3 157411160 134 028 26 128 794 34 523302 148867678 14453727
ag 1-Nov-2013 144531727 134 026 26 129222 58 480568 135557752 131609468
39 1.0ec2013 1316 094 68 134.028 26 129 652 25 437601 120203571 118644244
40 1-Jan-2014 1186442 44 134 028 28 130 083 34 394492 108804987 105635810
41 1-Fab-2014 1056359 10 134028 26 13051587 3512 39 $53 618 53 925 B43 23
42 1-Mar-2014 926,843 23 134 028 26 130 945 83 3078 43 818,740 20 794 83 40
43 1-Apr-2014 794 853 40 134 026 26 131,385 24 264302 663 413 41 663 508 16
44 1 May-2014 £63 508 16 134 028 26 131822 10 2206 18 547 636 65 531 686 06
a5 1odun-2014 531 686 06 134 028 26 132 260 40 1767 86 411 408 43 399 425 66
46 1oJul-2014 399 425 66 134 028 26 132700 17 132800 274 727 26 266 725 49
47 1-Atg-2014 266 725 48 134 028 25 133 141 40 886 86 137 591 62 133 584 09
48 1.Sep.2014 133 584 09 134 028 26 133584 09 44417 000 000
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LEASE PAYMENT INSTRUCTIONS

LESSEE NAME: State of Michigan

INVOICE MAILING ADDRESS:
Department of Technology, Management and Budget

Carolyn Phillips

515 Westshire Dr.

Lansing, MI 48913

Mail invoices to the attention of: Carolyn Phitlips
Phone (517) 241-2926  Fax (517 )241-1769
Approval of Invoices required by: N/A

Phone ( ) Fax( )

Accounts Payable Contact: Same as above

Phone{ _ ) Fax(__ ) __
Processing time for
Invoices: e Approval: Checks:

Do you have a Purchase Order Number that you would like included on the inveice? No X Yes
PO#

Do your Purchase order numbers change annually? No_____ _ Yes X at the beginning of every fiscal year

Processing time for new purchase orders: October 1" of every year

LESSEE: : | [

By: ]
Title: Pawacgl,

/1 /o B




TAX CERTIFICATE

$5,937,132.00
Michigan Department of Technology, Management and Budget,
an agency of the State of Michigan
Property Schedule No. EMC — June 2010 to Lease-Purchase Agreement

THIS TAX CERTIFICATE is executed by Michigan Department of Technology,
Management and Budget, an agency of the State of Michigan as of September 1, 2010, to establish the
facts necessary for Davis Wright Tremaine LLP to deliver its tax opinion related to the Lessee’s
$5,937,132 .00 in total principal component Property Schedule No. EMC — June 2010, with a
commencement date of September 1, 2010, under Lease-Purchase Agreement dated as of September 1,

2010 (collectively the "Agreement"), between Key Government Finance, Inc. (“Lessor”) and the
Michigan Department of Technology, Management and Budget, an agency of the State of Michigan

("Lessee").

Section 1 of this Tax Certificate lists the principal facts that the Lessee is certifying to be
accurate, and to allow Davis Wright Tremaine LLP to conclude that interest on the Agreement is
excludable from gross income under the Internal Revenue Code. Capitalized terms that are used, but
are not defined, in the body of this Tax Certificate are defined in the Agreement

Section 1. Basic Facts and Expectations.
11 General Representations about the Lessee and the Agrcement.

(A)  Iam authorized to certify the Lessee's facts regarding the amount and use of the proceeds of the
Agteement.

(B) Al of the proceeds of the Agreement will be paid to the Vendor for payment of the Equipment
on September 1, 2010 (the “Issue Date”).

(C)  The Agreement is being entered into to fund the acquisition of the Equipment set forth in the
Agreement, which will be used to provide storage services, space and protection for data to all

State agencies.

(D)  No funds or accounts have been, or are expected to be, created to hold money to pay the Lease
Payments on the Agreement

12  Representations about the proceeds of the Agreement.

(A)  All of the proceeds of the Agreement will be spent on the Issue Date to pay the Vendor of the
Equipment

(B)  No proceeds of the Agreement will be spent on cost of issuance.
Section 2. Sources and Uses of Proceeds.

2.1 Amounts Received by the Lessee.




(A) The Sale Proceeds of the Agreement is computed as follows:

Face Amount of the Agreement $5,937,132.00. Lessee will not receive accrued interest on the

Agreement.

22 Uses of Proceeds

The amounts received by the Lessee from the sale of the Agreement will be ailocated to the

(A)
following uses in the following amounts:
Equipment Cost $5,937,132 00
Cost of Issuance $0
Total Uses of Sale Proceeds $5,937,132.00
Section 3, Agreement Sizing.

The term of the Agreement is not longer than is reasonably necessary for its purposes and the principal
amount with interest earnings thereon is not in excess of what is necessary to acquire the Equipment.

Section 4. Debt Service Account.

No debt service account has been established for the Agreement.

Section 5. Yield,
Key Government Finance, Inc , has computed and provided to the State the yield and the issue price set
forth in the Form 8038-G  The yield so provided is 3.99% and the issue price so provided is

$5,937,132.00
Section 6. General Representations.

There are no other tax-exempt obligations of the Lessee that (a) have sale dates within 15 days
of the sale date of the Agreement, (b) are sold pursuant to the same plan of financing together
with the Agreement, and (c) are reasonably expected to be paid out of substantially the same
source of funds (or will have substantially the same claim to be paid out of substantially the

same source of funds) as the Agreement.

6.1

No portion of the proceeds of the Agreement will be used as a substifute for other funds which
will otherwise be used to acquire, directly or indirectly, securities, obligations, annuity

contracts or other investment type property.

62

Section 7. No Reimbursement

None of the proceeds of the Agreement were used to reimburse Lessce for expenditures made prior to
the Issue Date

Section 8. Federal Guarantee Prohibition.

No portion of the payment of the principal or interest components of the Lease Payments under the
Agreement is or will be guaranteed, directly or indirectly (in whole or in part}, by the United States (or
any agency or instrumentality thereof} No portion of the proceeds of the Agreement has been or will

2




be used to make loans the payment of principal or interest with respect to which is or will be
guaranteed (in whole o1 in part) by the United States (or any agency or instrumentality thereof).

Section 9. Hedge Agreement Representation.

I essee is exclusively entering into a Lease-Purchase Agreement with Key Government Finance, Inc

Section 10.  Private Activity Representations and Certifications.

101

102

Nore of the proceeds of the Agreement will be used directly or indirectly (i) to make or finance
loans to persons or (ii) in any trade or business carried on by any person (other than use as a
mernber of the general public). The Equipment will be operated by the Lessee, and no part of
the Equipment financed by the Agreement will be leased or rented to any person. For purposes
of this subsection, the term “person” does not include a government unit other than the United
States or any agency or instrumentality thereof, and the term “trade or business” means any
activity carried on by a person other than a natural person.

The Lessee does not reasonably expect to replace of any portion of the Equipment financed
with the Agreement unless it wears out, become obsolete or become unfit for use. The
Agreement is subject to termination by Lessee for Non-appropriation

Section 11.  Additional Representations

111

112

The information contained in the Information Return for Tax-Exempt Governmental
Obligations, Form 8038-G provided by the Lessee is true and complete.

Davis Wright Tremaine LLP may rely upon this Tax Certificate in providing its tax opinion to

Lessor
Dated as of the September 1, 2010.

Michigan Department of Technology, Management and
Budget, an agency of the State of Michigan

% M/%Z,&u /07 /o

Name: ,éw%m/ 7 Jus / S 3

Title: Js€£272€ [o4tn. AU




Information Return for Tax-Exempt Governmental Obligations
. 8038-G v g

» Under Internal Revenue Code section 145{e} OMB No 1545-0720
» Sce separate instructions.

{Rev. May 2010)
Caution: ¥ the issue price is under $700,000, use Form 8038-GC

Dapartmant of ihe Traasury
inernal Revence Secvica
Reporting Authority if Amended Return, check here & []
1 lssuer's name 2 Issber's employer icentification rumber (EIN)
State of Michigan, Department of Technology Management and Budget < 6000134
3  Number gnd street (or PO box # mad is not delivered to street address) Room/suits 4 Repont number (For iA1S Usa Onlyj
530 West Alfegan |» &%
5 City lown or post office state and ZiP code 6 Date of issue
tansing, Michigan 48933
7 Nama of issue 8 CUsIP number
June 2010 EMC Data Storage Devices PO No. 084NG202906
9 Name and title of officer of the issuer or other person whom the IRS may caff for more iformation 10 Telephone number of officer or other person
Brenda Sprunger, Procurement Technician { 517 } 241-0920
Type of Issue (enter the issue price} See instructions and attach schedule
11 Education ‘ o o . . 1
12 Health and hospital . : ‘ o o 12
13 Transporiation . Lo . ; . ‘ . 13
14  Public safety . S . ‘ ‘ . ‘ 14
15 Environment (including sewage bonds) o , . 15
16 Housing ‘ . . . A o 16
17 Utilities e e e e e e e T 17
18 Other Descrlbe » EMC Data Storage Devices Purchased from Contract No. 67188200079 i8 | 5,937,132
19  If obligations are TANs or RANS, check only box 19a o ‘ Lo » ]
if obligations are BANs check only box 19b ‘ . B
S »

20 If obligations are in the form of a iease or instaliment sale, check box

Description of Obligations, Complete for the entire issue for which this form is being filed.

(a} Final maturity data (b} Issue price fe) g'}?ctg“;{:f;‘gﬁt;m ;fgr:‘éﬂgn“gﬁm (e} Yieid
21 9-1-2014 $ 5,937,132.00 | § N/A 4 years 399 %
Iﬁlﬂ Uses of Proceeds of Bond Issue (including underwriters’ discount}
22 Proceeds used for accrued interest . L ‘ 22 NIA
23 Issue price of entire issue {enter amount from line 21, column (b) o 22 N/A
54  Proceeds used for bond issuance costs (including underwriters’ discourt) . L.24 N/A :
25 Proceeds used for credit enhancement . . . 125 N/A S
26 Proceeds aliocated to reasonably required reserve or repfacement fund . |26 NIA o
27 Proceeds used to currently refund prior issues o . - 27 N/A
28 Proceeds used to advance refund prior issues ‘ o . L28 NIA e
29 Total (add lines 24 through 28) . . , 29 NA[
Nonrefunding proceeds of ihe issug {subtract Ime 29 from hne 23 and entaf amount herel . 30 N/A,
m Description of Befunded Bonds (Complete this part only for refunding bonds.}
31 Enter the remaining weighted average maturity of the bonds to be currently refunded . » NIA years
32 Enter the remaining weighted average maturity of the bonds to be advance refunded . . NA N/A years
. » /

33 Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) |
34 Enter the date(s} the refunded bonds were issued » MMDDAYYYE NIA

For Privacy Act and Paperwork Reduction Act Motice, see separate instructions

Cat No 837735  Form 8038-G (Rev 5-2010)




Form BO38-G (Rev. 5-20t0) Page 2

m Miscelianeous
Enter the amount of the state volume cap allocated o the fssue under saction 141(b}5) o] 6o
353 Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract
(GIC) (see instructions) S 0} oo
b Enter the final maturity date of the GIC >
37 Pcoied financings: a Proceeds of this issug that are 1o be used to make loans to other
governmental units ‘ 6] 00
b [f this issue is 2 loan made from the proceeds of another tax exempt issue, chack box » G and enter the name of the
issuer » and the date of the issus »
38 H the issuer has designated the issue under section 265®)(3NB)HI) (small issuer exception), check box N NN
3¢ If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box . . o » [

40  If the issuer has identified a hedge, check box .

Under peﬂames of peﬂury | declare that | have axaminad this return and accempanying schedulas and staternents. and to the best of my knowledge
plete. | further declare that | consertt 1o the IRS’s disclosure of the issuer's return Infermation as necassiry

j % 7 0‘7//5’ )»&Jﬁfzwfdfs Ureans , dreczize

Consent
Signature of rsszéf s ay(fwonzed representative Type or print narme and title
N
Paid Preparer & Pate Crack If Preparer's SSN or PTI
Preparer's sonature soft-ompioyes ]
P Firm’s name (or EN H
Use Only yours if seif-employad)
address, and ZIP code _ Phone no. { )
Forre B038-G Rav 5-2010)




