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AUTHORITY: Act 431 of 1984

COMPLETION: Required

PENALTY: Contract will not be executed unless form is filed

STATE OF MICHIGAN
DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND BUDGET
PROCUREMENT
P.O. BOX 30026, LANSING, MI 48909
OR
525 W. ALLEGAN, LANSING, MI 48933

CONTRACT NO. 071B5500020

between
THE STATE OF MICHIGAN
and
NAME & ADDRESS OF CONTRACTOR: PRIMARY CONTACT EMAIL

Key Government Finance, Inc. Kevin Scott Kevin.p.scott@key.com
1000 South McCaslin Blvd. TELEPHONE CONTRACTOR #, MAIL CODE
Superior, CO 80027 (216) 689-0209

STATE CONTACTS AGENCY NAME PHONE EMAIL
CONTRACT COMPLIANCE -
INSPECTOR: DTMB Scott Hall 517-241-4255 Halls9 @michigan.gov
BUYER: DTMB Mike Breen 517-284-7002 breenm@michigan.gov

CONTRACT SUMMARY:
DESCRIPTION:
AT&T/Cisco Enterprise License Lease

INITIAL TERM EFFECTIVE DATE INITIAL EXPIRATION DATE [ AVAILABLE OPTIONS
5 years October 28, 2014 | October 28, 2019 None
PAYMENT TERMS | F.0.B SHIPPED SHIPPED FROM
N/A N/A N/A N/A
ALTERNATE PAYMENT OPTIONS: AVAILABLE TO MIDEAL PARTICIPANTS
[ ] P-card [ ] Direct Voucher (DV) [ ] Other [ 1 YES Xl NO
MINIMUM DELIVERY REQUIREMENTS:
N/A
MISCELLANEOUS INFORMATION:
N/A

ESTIMATED CONTRACT VALUE AT TIME OF EXECUTION: $3,535,301.20

THIS IS NOT AN ORDER: This Contract Agreement is awarded on the basis of our inquiry bearing
the solicitation #007115B0003314. Orders for delivery will be issued directly by the Department of
Technology, Management & Budget through the issuance of a Purchase Order Form.
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LEASE WITH OPTION TO PURCHASE

This Lease With Option to Purchase (“Lease”), dated October 31, 2014, is entered into
between Key Government Financial, 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 from 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 terms 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 period 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
“Lease 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 departinent 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 requiremenis as may be applicable to this Lease and the acquisition by Lessee of the
Equipment as provided in this Lease; (¢) during 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 Lessec'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 Conmmencement 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.
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6. IRS Reporting. At Lessor’s request, the parties shall cooperate to ensure
compliance with IRS reporting requirements. Lessor shall prepare for the Stale’s signature an
IRS Form 80380, or take such other action requested by other State agencies, including, but not
limited 10, the Slate Treasurer’s Office. Lessor shall provide the State Purchasing Director of
the Department of Technology, Management and Budget with a copy and filing date of any IRS
Form 8038G filed with the JRS, However, the parties acknowledge that Lessor has the
exclusive responsibility to file IRS Form 8038G and has exclusive lability for any penalties,
costs, damages, or other consequences resulting from a failure (o file.

7. Lease of Equipment, Upon the execution of this Lease, Lessor leases 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 Leasc. Af the end of the Initial Term 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
payable under this Lease during the next succeeding Fiscal Period, until all Lease Payments
payable under this Lease 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¢ hissher best efforts in making
recommendations to the State Budget Office for the necessary appropriations for this lease for
inclusion in the Governot's Executive Budget in Future fiscal years. The terms and condilions
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 adopied which
specificaily 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 o give Lessor such notice shall not create any obligation on the
part of the Lessee to make Lease paymenis beyond the period for which funds have been
appropriated. I this Lease is terminated in accordance with this Seclion, Lessee agrees fo
peaceably deliver the Equipment to Lessor at the locatien(s) specified by Lessor or to allow
Lessor fo 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
tatal 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, Lessee has an appropriation for the Equipment for the current fiscal year, as defined in
1984 PA 431, MCL 18.1491.

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 inferest poitions. Lessor and Lessee understand and infend that the obligation of

- Lessee to pay Lease Payments under this Lease shall constifule a current expense of the Staie of
Michigan and shall not in any way be construed ta be a debt or general obligation of the Siate
of Michigan in contravention of any applicable constitutional or statufory limitalion or
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requirement concerning the creation of indebtedness by Lessee, including, but not timited fo,
Const 1963, art 9, §§12, 17, nor shall anything contained herein or In a Lease constihife a
pledge of the general tax reventies, credit, finds or monies of the Siate.

10. LEASE PAYMENTS 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 COVENANTS AND
AGREEMENTS CONTAINED IN THIS LEASE SHALL BE ABSOLUTE AND
UNCONDITIONAL . IN ALL EVENTS WITHOUT 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 Installatipn, Lessee shall order the Equipment, cause the
Equipment 1o 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 Rcliability Evaluation (PARE), described in Contract No.
07182200138, PO No. 084N4305577 between AT&T Services Inc. (*Vendor™) and the State of
Michigan. [Lessee’s initial here il not applicable.] Upon successful ¢completion of the
PARE, ILessee shall confirm to Lessor its written acceptance of the Equipment by executing a
“Certificate of Acceptance,” A blank, unexecuted copy of a Certificale of Acceptance is
attached hereto as Exhibit B. The PARE shall commence when the Equipment has been
delivered and instailed 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 al 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 inspectling the existence, condition and proper maintenance of the Equipment.

14.  Use; Maintenance. Lessee will not install, use, operate or maintain the Equipment
improperly, carelessly, in violation of any applicable law or in a manner contrary fo 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.

15.  Title to the Equipment. During the Term of this Lease, title to the Equipment
shall remain in Lessor. Title to the Equipment shal! 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 [ree and clear title to
Lessee,

16,  Fipanging 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 pariies 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. [f 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

-
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respect to such Equipment, Lessee shall pay all utility and other charges inenrred in the use and
maintenance of the Equipment, Lessee shall pay such taxes or charges as the same may become
due,

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

19.  Risk of Loss er Damage, Lessee shall assume all risk of loss, theft, 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 ihe Equipment, Lesses shall promptly report
the same to Lessor and concerned governmental agencies. Lessee shall not be relieved of its
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 repaiv damaged Equipment and place it in geod 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 shail have the right to retain any residual insurance benefit, which
remains afler 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 THE 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. Yendor'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, bat
not [imited 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 maiter 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
aption for the Equipment. Lessee 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 pringipal
balance as of that date, plus any unpaid accrued interest as of that date, plus any prepayment
prenium, plus one doilar {($1.00). 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.
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23.  Assignment. Lessor's right, title and interest in and to this Lease, including Lease
Paymentis and any other amounts payable by Lessee thereunder and all proceeds therefrom, may
only be assigned and reassigned to one or more assighees or subassignees by Lessor with the
written consent of Lessee, which shall not be unreasonably withheld. Assignments may include
without fimitation 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 conseni of
Lessee, hut with notice to Lessee, sell, dispose of, or assign this Leage through a pool, trust,
limited partnership, or oiher similar entity, 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 anended, Lessor shall keep a record of
all such assignments and provide written notice to Lessee. Lessor agrees to continue servicing
ihe 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 Lessee for any reason without obtaining prior wiitten consent of
Lessor.

24.  Lessee Default. Any of the following events shall constitute an “Event of Default”
vnder this Lease: (a) faikure 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)
faifure by Lessee to observe and perform any covenant, condition or agreement on its part 1o 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; 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 Vendot for the Equipment after receipt of fully executed documents
including a Certificate of Acceptance, pursuant to Section 12; (b) failure by Lessor 1o observe
and perform any covenant, condilion or agreement on its par 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 Lessor by
Lessee; (¢} failure to convey clear title; or (d) any representation or warranty made by Lessor in
ot 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 Lessor’s receipt of
written 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 ifs
sole option without any further demand, to take one of the following remedial steps: (a) by
written notice to 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; and (b) take whatever
action at law or in equity may appear necessaty or desizable to enforee its rights under this Lease
or as a secured party in any or all of the Equipmeni including peaceably obtaining possession of
the Equipment

27.  Lessee’s Remedies on Default by Lessor. Whenever Lessor defaults and the
default is not cured within the period specified in Section 25, Lessee shall have the right, at its
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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 hecessary or desirable to enforee its rights under this Lease.

28. No Remedy Exclusive. No remedy herein conferred upon or reserved to Lessor or
Lessee is intended fo 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 or 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,
to the patties hereto at the addresses listed below (or at such other address as either party herelo
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.  Miscellancous Provisions. This Lease constitutes the complete and exclusive
agreement and understanding of the parties as it relates 1o this transaction, This Lease
supersedes all proposals, or other prior agreements, and all other communications, oral or
written, belween 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 Lessec and their
respective successors and assigns. References herein to “Lessor” shall be deemed to include
each of its assignees and subsequent assipnees 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 written 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 oceur: (a) Lessor 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 subconiractor, manufacturer, or supplier of Lessor is found liable for
discrimination, 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
Righis Act).

34.  Nondiscrimination. Lessor shall comply with the Elliott-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 el 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 diseriminate 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,
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marital status, or physical or mental disability that is unreiated 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, Llectronic Payment Requirement. Electronic transfer of funds is required for
payments on State Contracts, Coniractors are required to register with the State electronically at
http://www.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 Lessce have caused this Lease to be executed in their names by their duly authorized
representalives as of the date first above written,

Lessor: KEY GOVERNMENT FINANCE, INC,

Name: /fé#/ "/4////“/\ DATE /‘“/%f%/}/

{signature)

Name: ///7( e [///F“ycf&/

(print)
Title: );-r o BT Sta AR
& {

Fed. L.D.

Lessee; STATE OF MICHIGAN, BY AND THROUGH
DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND
BUDGET, AN AGENCY OF THE STATE OF MICHIGAN

MName: DATE
{signature}
Name:
(print)
Title;

Michigan Department of Technology, Management and Budget

Lessee: STATE OF MICHIGAN, BY AND THROUGH
DEPARTMENT OF TECHNOLOGY, MANAGEMENT AND
BUDGET, AN AGDNS OF THE STATE OF MICHIGAN

WW/Q DATE 0[3‘/f i

Name
(sngnamre’)’
Name: %\&m (/\5 MCLLI hcm(]
(print)
Title: SMM\@, DWQ Ao
Michigan Department of Techiology, Management and Budget
7
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Exhibit A
SCHEDULE OF PROPERTY NoO. 1
RE: LEASE WITH OPTION TO PURCHASE AGREEMENT entered into as of , 2014
(“Lease™) between Key Government Finance; Ing, (“Lessor”) and State of Michigan, by and through
Department of Technology, Management and Budget, an agency of the State of Michigan (“Lessee™).
Al 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

Software as described in Comtract No. 07182200138, PO No. 084N4305577 and AT&T Quote No, 07520

Amount Financed: $3,535,381.20

Interest Rate: 2.229%

Total Cost: $3,693,915.25
Tolal Cost to the State after Vendor’s special promotion payment $3,535,301.20

Lessee acknowledges that Lessor has ne Hghts in or to any Software, and any rights in the Software licenses were
granted by Lessee’s vendor pursuant to a separate leensing agreement between vewdor and Lessee, Lessor has na
obligation with respect to Software or Services, whether or not Lessor finunces the fees therefor.

Lessee hereby represents, warrants and covenants that its representations, waranties and covenants set forth in the
Lease are true and correct as though made on the Commencement Date of Installment Payments under this Schedule,
The terms and provislons of the Lease are hereby incorporated into this Schedule by reference and made a
part hercof,

Lessee: State of Michigan, by and through I/Lessce: State of Michigan, by and through
Department of Technology, Managemient Department of Technelogy, Management

and Budget, an agency of the State of and Budget, an agency of the State of
Michigan Michign M m»—~0
By: By: e

Name: Name: %ﬁw\— O }NM V\cv* (]

{PRIND) T (PRINT})
Title: : Title: g&\/%vv‘g D" ““"/Q’a-’
Date : Date: Lo l 2t l fd

!ézfsor Ke ;ovel:n/}}j;a ce, luc.‘-
Nathe: / /7%{5/)4’{( ‘C/)/g/

{PRINT}
Title: 500 ’Wﬂfe’f ) ){g, Veera
/

Date:
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Exhibit A-1

The financing table befow is net of the special financing promotion payment from Cisco Systems, Inc., in the anount of
$158,614,05. This payment will be made by Cisco to Lessor to be applied to this Lease’s principal amount, resulting in 2
net savings of $158,614.05 {equivalent o the interest obligation on this Lease) to the Lessee.

Payment Payment by | Payment by
No. Date Cisco Lessee Principal interest Balance
1 29-0Oct-2014 | $168,814.06 $0.00 $158,614.05 $0.00 | $3,477,087.76
2 29-Nov-2014 707,080,24 700,787.37 6,072.87 2,756 147677
K; 29-Noy-2015 707,060.24 646,754.78 60,265,46 2,089,0878.15
4 28.-Nov-2018 707,080.24 661,361.61 45.698.63 1408,775.69
5 28-Nov-2017 707,060.24 6576,256.51 30,803.73 112,231.48
5] 29-Nov-2318 707.060.24 651,486.87 15,673.37 0.00
$3,535,301.20 | $3,535,301.18 $168,614.06

Lessee: State of Michigan, by and through Lessee: State of Michigan, by and through
Department of Technology, Managensent and Department of Technology, Management and

Budget, an agency of the State of Michigan BUdgwf the State of Mlch:gan
By: By: Lfb Mﬂ-?(l)w
Name: Name: %Nwm W Ma,u; wdi

{Print} (Print)

Titles Title S@Wﬂ D ceeler
Date: Datc: 9 }31}“'—‘
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DEPARTMENT OF

ATTORNEY GENERAL
MEMORANDUM

October 31, 2014

to: Jeff Brownlee
Chief Procurement Officer, Procurement
Department of Technology, Management and Budget

eroM:  Iris M. Lopez TREL
Assistant Attorney General
State Operations Division

RE: Eqnipmenf: T.ease Dated October 31, 2014

Agency/Lessor: DTMB Procurement/Key Government Finance, Inc.

Equipment: Contract No. 071B2200138 and

Purchase Order No. 084N4305577
Agency: Department of Technology, Management and Budget
Lease Value: $1,535,301.20 (0% to the State; 2.229% imputed)

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

We are closing our file on this matter.
IML:bb
Ene.

¢ Sharon Walenga-Maynard
Michael Breen, DTMB

2014-0093669-A
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STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

P.O.Box 30754
LANSING, MICHIGAN 48909

BIiLL SCHUETTE
ATTORNEY GENERAL

October 31, 2014

Jeff Brownlee

Chief Procurement Officer, Procurement
Department of Technology, Management and Budget
Constitution Hall .

P.0O. Box 30026

Lansing, MI 48909

Re:  Opinion of Counsel: Lease with Option to Purchase dated October 31,
2014, between Key Government Finance, Inc. as Lessor, and State of
Michigan, Department of Technology, Management and Budget as

Lessee
Contract No. 071B2200138 and Purchase Order No. 084N4305577

Agency: Depariment of Technology, Management and Budget

Dear Mr. Brownlee:

In my capacity as an Assistant Attorney General, I have examined the
referenced Lease with Option to Purchase (Lease), dated October 31, 2014, and
Exhibits between Key Government Finance, Inc. (Lessor) and the State of Michigan,
Department of Technology, Management and Budget (Lessee), 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, I 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, acquire the
Kquipment with an option to purchase, execute and deliver the Lease, and
perform its obligations under the Lease.

Updated 8/20/2012



Jeffrey Brownlee
Page 2
October 31, 2014

(3) The Lease has been duh.f authorized, executed, and delivered by and on
behalf of Lessee; the Lease is a valid and binding obhgatmn of Lessee; and
enforceable in accordanee 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 to the Lease
transaction have been performed in accordance with open meetings, public
bidding, and all other applicable state or federal laws.

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

Stncerely,

oy - dre .ﬂf’

Iris M. Lopez
Assistant Attorney General
State Operations Division
(517) 373-1162

IML:

Ene.

2014-0093669-A
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8038'6 Information Return for Tax-Exempt Governmental Obligations
Form P Under Internal Revenue Code section 149(e) OMB No. 1545-0720

P See separate instructions.
Cgulloq_:_ .ff the issue price Is under $100,000, use Form 8038-GC.

(Rev. Seplember 2011)

Deparlment of the Treasury
Intamal Ravenue Service

o__rii_ng Authority o If Amended Return, check here » [
1 lsguer's name 2 Issuer's emplayer identification number
___State of Michigan, Department of Technology, Management and Budge! e |
3da  Name of person (other than issuer) with whom the IRS may communicate about this return (see Instructions) { —wae—swpdOne number of ather person shovin
on Ja
4 Number and street {or P.O. box if mail is not delivered to slreet address) Room/suile 5 Report number (For IRS Use O,
525 Wesl Allegan | 3
'8 City, town, or post office, stale, and ZIP code 7 Date of lssue
Lansing, M 48933 10/31/2014
8 Name of issue E] CUSIP number
Lease with Option to Purchase, dated October 31, 2014 (PO No. 08N4305577) None
10a Nam title of officer or cther employee of the issuer whom the IRS may call for more informaticn (see 10b  Telephone number of officer or other
instructions} employes shown on 10a
Sharon Walenga-Maynard, Sourcing Direclor (517) 284-7000
Part i Type of Issue {enter the issue price). See instructions and attach schedule. R
11 EQUCAtion ... 1
12 Health and hospital 0 12
13 Transportation ...... - 13
B4 PUDNC SATBLY ...t e s s e R e R 14
15 Environment (including sewage bonds)...........cccoecennenncs K
16 Housing..... 16
17 UHIlItIES ..o ettt ettt et e e e ee 17
18 Other. Describe »_Equipment/Software 18 $3,376,687 | 14
19 If obligations are TANs or RANS, check only box 19a » O
If obligations are BANs, check only box 196 ......... . TP PUPRRTITOON » [
20 If obligations are in the form of a lease or installment sale, check box » [
Description of Obligations. Complete for the entire issue for which this form is being filed.
- . ) (c) Slated redemption (d} Weighled
(a) Final maturity dale (h) Issue price price at maturity avetage maturlty (@) Yield
21 11/29/2018 $3,376,667.14* $3,376,687.14 "~ 2.09 years 2.2521%*
Uses of Proceeds of Bond Issue (Including underwriters’ discount)
22 Proceeds USed fOr BCCIURH INEEIESE .....cvcueiiceecuesresesseseasesessassesessseeasssessesesssessssesesnsseesassesassas sesnsssessssensssesanees [ 22] $0 [ 00
23 Issue price of entire issue (enter amount from line 24, column (b)) 23 33,376,687 | 14
24 Proceeds used for bond issuance costs (including underwriters’ discount}........ 24 80| 00
25 Proceads used for credit enhanc 25 30| 00
26 Proceeds allocated to reasonably required reserve or replacement fund.......... | 26 $0]| 00 I |
27 Proceeds used to currently refund prior | . - | 27 30| 00 ~
28 Proceeds used to advance refund prior issuss 28 $0| 00 o
29 Total (add lines 24 through 28) - f20y  §0jo00
30 Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here)..........ccoccecvereeee 30 $3,376,687 | 14
Description of Refunded Bonds. Complete this part only for refunding bonds. S S
31 Enter the remaining weighted average maturity of the bonds to be currently refunded ..
32 Enter the remaining weighted average maturity of the bonds to be advance refunded . e
33 Enler the last date on which the refunded bonds will be called (MMWDD/YYYY)
34 Enler the date(s) the refunded bonds were issued » (MMWDD/YYYY)
For Paperwerk Reduction Act Notice, see separate instructions. Cal. No. 637738 Form BO38-G (Rev. 2-2011)

*see attachment
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Form 8038-G (Rev. 9-2011) Page 2

T TP TP ——
35  Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) 3000
36a Enter the amount of gross proceeds invested or to be invested in a gusranleed Investment contract
(GIC) (S8B INSIUCHONS) ... e e e a et pre s sen et ren et e sessene s sensrs 304100
b Enter the final maturily date of the GIC » o R
¢ Enler the name of the GIC provider b
37  Pooled financings: Enter the amount of the proceeds of this issue that are to be used to make loans to other
governmental units.........ooveniane e 37 g0 | 00
38a If this issue Is a loan made from the proceeds of another tax exempt issue, check box » and enter the
following information:
b Enter the dale of the master pool abligation »
¢ Enterthe EIN of the issuer of the master pool obligalion »
d Enter the name of the issuer of the master pool obligation »
39 |If the issuer has designated the issue under section 265(b)(3)(B)(I)(IN) (small issugr exception), CHEEK BOX ..cocvviiiiecirs s e » []
40 i the issuer has elected to pay a penally in lieu of arbitrage rebate, ChEck BOX ........cc i ssssais e O
41a  If the issuer has identified a hedge, check here » [J and enter the following information:
b Name of hedge provider »
¢ Type of hedge »
d  Term of hedge »
42 Ifthe issuer has superintegrated the hedge, CHECK BOX ....c.vcucviieiesnesnns s sssnesrssessnsesesesssses »
43 Ifthe issuer has established wrilten procedures to ensure that all nonqualified bonds on this issue are remediated according to the requirements
under the Code and Reguiations (see instructions), check BoX ..., “ R S |
44 If the Issuer has established wrilten procedures to monitor the requirements of section 148, ChECK BOX 1vovveose i sssesmsessreseseeene. # L1
45a If some pcrﬂon of the proceads was used lo reimburse expenditures, check here » [I and enter the amount of
FEIMBUISEIMENE ..evvisersrerieesrs e rrsereres e srasresass e srsnssresesbesesasssresen e e e . g
b Enter the date the official intent was adopled ST TPTPOTUOON > |
Under penafties of perjury, | declare that | have examined this return and and and to the best of my knowledge

and belief, they are true, correct, and complete, | further declare that | consent to the IRS's disclosure of the issuer’s return information, as necessary

Signature fo progess ithis return, to the person that | have authorizad abave.
and
Consent :q \A)M)) M’__Q -
i 10-31-14 > —Sharon Walenaa-Maynard, Sourcing Director .
/ Sig na:ye of Issuer's d’u_tl;_pr_izgq ﬂpresenlat'rve Date Type or print name and litle
‘deu:y preparer's nama reparer’s signature Date Check if self- PTIN
Paid John K. MeGIl, Esq. B o employed [J PO1086212
Frap
Use Only | Fimname > Kulak Rock LLP Fim's EIN B 47-0557588
Firm's address P 1650 Famam §L., Omaha, NE 68102 Phone no.: (402) 346-8000

Form 8038-G (Rev. -2011)
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ATTACHMENT TO FORM 8038.G ’

State of Michigan, Department of Technology, Management and Budget
Lease with Option to Purchase, dated Qctober 31, 2014 (PO No. 0BN4305577)

Line 21{b):

The stated issue price is net of a payment to the lessor under lhe Lease with Option to Purchase from Cisco Systems, Inc. in the amount of
$158,614.05.

Line 21(e):

The yield on the issue is based on the table of principal and interest payments attached as an exhibil to the Lease with Option to Purchase.
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