REPORT from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER
Date:

November 1, 2017

To:

The Mayor
The Council

From:

Richard H. Llewellyn, Jr., Interim City Admitmstra :ive Officer

Subject:

EQUIPMENT LEASE-PURCHASE FINANCING OF REPLACEMENT VEHICLES

CAO File No.
Council File No.
Council District:

0220-05291-0184
ALL

RECOMMENDATIONS
That the Council, subject to the approval of the Mayor:
1. Adopt a Resolution authorizing the City to enter into an Equipment Lease-Purchase
Agreement and various other related documents with JPMorgan Chase Bank, N.A. in a
not-to-exceed principal amount of $22.2 million to finance the acquisition of 180 black and
white vehicles, 152 undercover vehicles, and 130 other emergency vehicles to replace
existing vehicles that have met or exceeded the extended replacement criteria;
2. Authorize the City Administrative Officer to negotiate and execute the Equipment LeasePurchase Agreement and various other related documents;
3. Transfer up to $976,650 from the Capital Finance Administration Fund No. 100/53, Police
Vehicles Financing Account No. 000356 to the Los Angeles Police Department Fund No.
100/70, Transportation Equipment Account No. 007340 to purchase 34 motorcycles to
replace existing motorcycles that have met or exceeded the extended replacement criteria;
and
4. Authorize the City Administrative Officer to make technical corrections and adjustments as
necessary to implement the Mayor and City Council intentions.

SUMMARY
The 2017-18 Adopted Budget authorized the Los Angeles Police Department (LAPD) to lease
finance the replacement of police vehicles in an amount not-to-exceed $25 million with a
minimum acquisition of 180 black and white vehicles, 34 motorcycles, 152 undercover vehicles,
and 130 other emergency vehicles that have met or exceeded the extended replacement criteria.
The 2017-18 lease payment for this financing has been budgeted in the Capital Finance
Administration Fund in the amount of $5.1 million.
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On August 18, 2017, my Office released a Request for Proposals to privately place a lease
financing for police vehicles to accelerate deferred replacement, with the intention of transitioning
to a pay-as-you go program. The City received 10 proposals from lenders. Overall, JPMorgan
Chase Bank’s (JPM) proposal offered the best interest rate and no legal and escrow fees. The
JPM rate is calculated by multiplying 62.4 percent times a taxable three-year interest rate that is
published daily by Bloomberg, plus 0.5126 percent. As of October 11, 2017, this rate was
calculated to be 1.689 percent, representing the lowest of the rates proposed. The final interest
rate will be determined three days prior to closing. JPM’s proposal is valid through November 15,
2017.
The estimated lease payment in 2017-18 is $4.0 million which results in $1.1 million of budgetary
savings. The CAO recommends transferring majority of the savings to LAPD to cash purchase 34
motorcycles. This combination of lease financing and pay-go will fulfill the vehicle replacement
needs as approved in the 2017-18 Adopted Budget and reduce overall interest cost that would
have been otherwise incurred if the motorcycles were lease financed.
The recommended actions would commit the City to pay JPM approximately $22.2 million
(principal plus interest) over five years. To proceed with this lease financing, the Mayor and City
Council will need to adopt the Authorizing Resolution (Attachment A), which incorporates the
Equipment Lease Purchase Agreement (Attachment B) and the Escrow Agreement (Attachment
C).
This municipal lease-purchase financing will not cause the City’s debt service payments to
exceed six percent of General Revenues for non-voted approved debt as established in the City’s
Financial Policies, Debt Management Section. These recommendations are in compliance with
the City’s Financial Policies.

BACKGROUND
LAPP Replacement Needs and Extended Replacement Cycle Criteria
The impact of the financial crisis caused the City to underfund equipment purchases. As a result,
approximately 1842 of its 5,000 police vehicles (34 percent) are past the extended replacement
cycle criteria. LAPD currently replaces vehicles based on the following extended replacement
cycle criteria:
________________________________________________
Miles
Year
Type of Vehicles
Black & White and Slick Top
Plain and Undercover
Motorcycles
Specialized

100,000

10

115,000
80,000

12

200,000

6
20
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Request for Proposals
On August 18, 2017, Stifel, Nicolaus & Company, Inc. (Stifel), the Placement Agent, on behalf of
the City, released a Request for Proposals to privately place a lease financing for police vehicles
to accelerate deferred replacement, with the intention of transitioning to a pay-as-you go program.
On September 8, 2017, the City received 10 proposals from lenders. Overall, JPM proposal
offered the best interest rate and no legal and escrow fees. The JPM rate is calculated by
multiplying 62.4 percent times a taxable three-year interest rate that is published daily by
Bloomberg, plus 0.5126 percent. As of October 11, 2017, this rate was calculated to be 1.689
percent, representing the lowest of the rates proposed. The final interest rate will be determined
three days prior to closing. JPM’s proposal is valid through November 15, 2017.
Proposed Lease Payment Schedule
Below is the proposed lease payment schedule assuming an indicative rate of 1.7 percent. The
final lease payment schedule will be determined three days prior to closing. Lease payments will
begin in Fiscal Year 2017-18 and will be paid from budgeted funds in the Capital Finance
Administration Fund. The final lease payment will be in Fiscal Year 2022-23.

Proposed Lease Payment Schedule
Fiscal
Year
Principal
Total
Interest
2017-18
$4,000,000 $180,285
$4,180,285
2018-19
3,325,975
264,300
3,590,275
2019-20
207,272
3,383,001
3,590,273
2020-21
3,441,006
149,269
3,590,275
2021-22
3,500,004
90,270
3,590,274
3,560,014
2022-23
30,260
3,590,274
$21,210,000 $921,656 $22,131,656
Financing Team
The City’s financing team consists of KNN Public Finance, serving as Municipal Advisor, Stifel,
serving as Placement Agent, and Hawkins Delafield & Wood LLP, serving as Bond Counsel. All
firms were previously approved through the City’s Qualified Lists for financial advisory,
investment banking, and legal services, respectively (C.F. 14-0412, 10-1763, and 12-0917-S2,
respectively). The total estimated costs of issuance will not exceed $90,000 and will be paid
solely from loan proceeds.
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Required Documents
To proceed with this lease financing, the Mayor and City Council will need to adopt the
Authorizing Resolution and the below related documents:
•

A Lease-Purchase Agreement is an agreement between JPMorgan Chase Bank, the
Lessor, and the City, the Lessee, to lease police vehicles.

•

An Escrow Agreement is an agreement by and among Deutsche Bank Trust Company
Americas, the Escrow Agent, the City, and JPMorgan Chase Bank. The Escrow Agent
shall deposit, invest, and disburse the loan proceeds as directed by the City and JPMorgan
Chase Bank. Upon delivery and acceptance of the police vehicles, the Escrow Agent will
process the invoice payments directly to the suppliers of the police vehicles as described
in the Escrow Agreement.

FISCAL IMPACT STATEMENT
The recommended actions would commit the City to pay JPMorgan Chase Bank, N.A.
approximately $22.2 million (principal and interest) over five years. Lease payments will begin in
Fiscal Year 2017-18 and will be paid from funds in the Capital Finance Administration Fund. The
final lease payment will be in Fiscal Year 2022-23.

DEBT IMPACT STATEMENT
This municipal lease-purchase financing will not cause the City’s debt service payments to
exceed six percent of General Revenues for non-voted approved debt as established in the City’s
Financial Policies, Debt Management Section.
RHL:HTT:09180074

Attachments
Attachment A - Authorizing Resolution
Attachment B - Lease-Purchase Agreement
Attachment C - Escrow Agreement

Attachment A - Authorizing Resolution

RESOLUTION OF THE COUNCIL OF THE CITY OF LOS ANGELES
APPROVING OF THE ACQUISITION OF CERTAIN EQUIPMENT AND
AUTHORIZING THE EXECUTION AND DELIVERY OF A LEASEPURCHASE AGREEMENT AND OTHER MATTERS RELATED
THERETO
WHEREAS, the City of Los Angeles (the “City”) is a municipal corporation duly
organized and existing pursuant to its charter and the Constitution and laws of the
State;
WHEREAS, the Council of the City (the “Council”) is the governing body of the
City;

WHEREAS, the Los Angeles Police Department (“LAPD”) has determined that
their current black-and-white police vehicles, motorcycles, undercover vehicles, and
other emergency vehicles (the “Equipment”) are nearing the end of their life cycle or
have exceeded the end of their life cycle, and need to be replaced across the entire
organization;
WHEREAS, the 2017-18 Adopted Budget authorized the acquisition of the
Equipment for LAPD at an estimated cost up to a maximum of $25 million by
appropriating funds in the Capital Finance Administration Fund towards the first year
lease payment for such acquisition;
WHEREAS, the acquisition of the Equipment is urgently needed for LAPD to
continue to effectively perform their duties and for the preservation of officer safety and
the safety of the community;
WHEREAS, the Council has determined that a need exists for the acquisition of
such Equipment;
WHEREAS, competitive proposals for a private placement financing were
solicited, with JPMorgan Chase Bank N.A. (“JPM”) offering the lowest cost of funds with
favorable terms; and
WHEREAS, to assist in the financing of such Equipment, the City desires to
enter into an Lease-Purchase Agreement (including the attachments and schedules
thereto, the “Lease Agreement”) with JPM, a form of which has been prepared and
submitted to this meeting.
NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF
LOS ANGELES AS FOLLOWS:
Section 1. The recitals herein contained are true and correct and the Council so
finds.
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Section 2. The acquisition of the Equipment is in the best interests of the City
and is hereby approved.
Section 3. The Lease Agreement, in substantially the form submitted to this
meeting and made a part hereof as though set forth herein, is hereby approved. Each of
the City Administrative Officer or any Assistant City Administrative Officer or a designee
thereof (the “Authorized Officers”) is hereby authorized, and any one of the Authorized
Officers is hereby directed, for and in the name of the City, to execute and deliver the
Lease Agreement in substantially said form, and the City Clerk is authorized to attest
thereto, with such changes, insertions and omissions therein as the Authorized Officer
executing the Lease Agreement shall approve as he or she believes is in conformity
with the interests of the City, and as approved as to form by the City Attorney, any
Assistant City Attorney or Deputy City Attorney, such approval to be conclusively
evidenced by such Authorized Officer’s execution and delivery of the Lease Agreement
with such changes, insertions and omissions; provided, however, that such changes,
insertions and omissions shall not result in (a) the aggregate principal amount of the
lease payments being greater than $22,200,000, (b) the interest rate used to calculate
lease payments being greater than 2.5% or (c) the term of the Lease Agreement ending
later than five years from the commencement date of the Lease Agreement (provided
that such term may be extended as provided in the Lease Agreement).
Section 4. All prior acts and doings of the officials, agents and employees of the
City which are in conformity with the purpose and intent to this Resolution and in
furtherance of the acquisition of the Equipment, shall be and they are in all respects
ratified, approved and confirmed.
Section 5. Each Authorized Officer is hereby authorized and directed, for and on
behalf of the City, to execute and deliver any and all documents necessary or
appropriate, and to take any and all actions necessary or desirable, to carry out the
transactions contemplated by this Resolution, including but not limited to the execution
and delivery of an escrow agreement and an arbitrage and tax certificate, all upon such
terms as shall be satisfactory to such Authorized Officer.
Section 6. This Resolution shall take effect immediately upon its passage.
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I hereby certify that the foregoing Resolution was adopted by the Los Angeles
2017.
City Council at its meeting of November
HOLLY L. WOLCOTT,
City Clerk

By:
Deputy City Clerk
Approved as to Form
MICHAEL N. FEUER, City Attorney

By:
Deputy City Attorney
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Attachment B - Lease-Purchase Agreement

LEASE-PURCHASE AGREEMENT
Dated As of: NOVEMBER 15,2017
Lessee:

CITY OF LOS ANGELES

This Lease-Purchase Agreement together with all addenda, riders and attachments hereto,
as the same may from time to time be amended, modified or supplemented (this “Lease”) is
made and entered by and between JPMORGAN CHASE BANK, N.A. (“Lessor”) and the lessee
identified above (“Lessee”).
LEASE OF EQUIPMENT. Subject to the terms and conditions of this Lease,
Lessor agrees to lease to Lessee, and Lessee agrees to lease from Lessor, the Equipment
described in the Lease Schedule. Lessee hereby agrees and covenants during the Lease Term
that, except as hereinafter expressly provided, it shall use the Equipment solely for public and
municipal purposes so as to afford the public the benefit contemplated by this Lease and further
agrees that it shall not abandon the Equipment.
1.

2.
CERTAIN DEFINITIONS. All terms defined in this Lease are equally
applicable to both the singular and plural form of such terms, (a) “Lease Schedule” means the
Lease Schedule signed and delivered by Lessee and Lessor and attached hereto, together with all
addenda, riders, attachments, certificates and exhibits thereto, as the same may from time to time
be amended, modified or supplemented, (b) “Equipment” means the property described in the
Lease Schedule, together with all attachments, additions, accessions, parts, repairs,
improvements, replacements and substitutions thereto, (c) “Lien” means any security interest,
lien, mortgage, pledge, encumbrance, judgment, execution, attachment, warrant, writ, levy, other
judicial process or claim of any nature whatsoever by or of any person, (d) “Rental Period”
means each twelve-month period during the Lease Term commencing November 2 in any year
and ending on November 1 in the next succeeding year, except that the first Rental Period during
the term of this Lease shall commence on November 15, 2017 and end on November 1, 2018.
(e) “Escrow Agreement” means the Escrow Agreement dated as of November 15, 2017, among
Deutsche Bank Trust Company Americas, as escrow agent, Lessee and Lessor, as the same may
from time to time be amended, modified or supplemented, (f) “Equipment Acquisition Fund”
means the fund by that name established pursuant to the Escrow Agreement, (g) “Proceeds
Disbursement Authorization” means a proceeds disbursement authorization signed and delivered
by Lessee to Lessor for disbursement of moneys from the Equipment Acquisition Fund to pay
the costs of Equipment.
3.
LEASE TERM. The term of the lease of the Equipment (“Lease Term”)
commences on November 15, 2017, and shall end on November 1, 2022, unless such term is
otherwise terminated or extended as hereinafter provided. If on November 1, 2022, the Rent
Payments payable hereunder shall have been abated at any time and for any reason, then the
Lease Term shall be extended for a period equal to the period the obligation to make Rent
Payments was abated pursuant to Section 6 hereof, but in no event shall the term of this Lease be
extended later than the then remaining economic useful life of the Equipment. If prior to
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November 1, 2022, all of the remaining Rent Payments are prepaid in accordance with
Section 15, the Lease Term of this Lease shall thereupon terminate.
4.

RENT PAYMENTS.

4.1.
Lessee agrees to pay to Lessor, as rental for the use and possession of the
Equipment during each Rental Period, the rent payments in the amounts and at the times as set
forth in the Payment Schedule attached to the Lease Schedule (“Rent Payments”). The Rent
Payments for the Equipment payable in any Rental Period shall be for the use and possession of
the Equipment for such Rental Period. Notwithstanding any dispute between Lessor and Lessee,
Lessee shall make all Rent Payments when due and shall not withhold any Rent Payment
pending final resolution of the dispute. A portion of each Rent Payment is paid as and represents
the payment of interest as set forth in the Payment Schedule. Lessee acknowledges that its
obligation to pay Rent Payments including interest thereon accrues as of the Accrual Date stated
in the Lease Schedule or the Payment Schedule. Rent Payments will be payable for the Lease
Term in U.S. dollars, without notice or demand at the office of Lessor (or such other place as
Lessor may designate from time to time in writing).
If Lessee pays or prepays all remaining Rent Payments in full, Lessee’s
4.2.
obligations under this Lease shall thereupon cease and terminate, including but not limited to
Lessee’s obligation to pay Rent Payments under this Section 4. If Lessee is required to prepay
the principal portion of the unpaid Rent Payments in part but not in whole pursuant to
Section 15.1 of this Lease as a result of any insurance award with respect to any portion of the
Equipment, such prepayment shall be credited entirely towards the prepayment of the principal
portion of the unpaid Rent Payments allocable to such Equipment on a pro rata basis. If Lessee
is deemed to have prepaid the principal portion of the unpaid Rent Payments in part but not in
whole pursuant to Section 15.3 of this Lease or is required to prepay the principal portion of the
unpaid Rent Payments in part but not in whole pursuant to Section 15.4 of this Lease, such
prepayment shall be credited entirely towards the prepayment of the principal portion of the
unpaid Rent Payments on a pro rata basis. Notwithstanding the foregoing, prior to the
termination of Lessee’s obligations under this Lease, Lessee must deliver to Lessor an opinion of
bond counsel to the effect that the provisions for such prepayment and release of this Lease shall
not adversely affect the tax-exempt interest payable under this Lease.
If Lessor receives any payment from Lessee later than ten (10) days from
4.3.
the due date, Lessee shall pay Lessor on demand as a late charge five percent (5%) of such
overdue amount, limited, however, to the maximum amount allowed by law.
The Rent Payments for the Equipment for each Rental Period shall
4.4.
constitute the total rental for the Equipment for such Rental Period, and shall be paid by Lessee
in each Rental Period for and in consideration of the right of the use of, and the continued quiet
use and enjoyment of the Equipment during such Rental Period. The parties hereto have agreed
and determined that the total of all Rent Payments and any other amounts payable hereunder for
the Equipment is not greater than the total fair rental value of the Equipment. Further, the Rent
Payments and any other amounts payable hereunder for the Equipment for each Rental Period do
not exceed the fair rental value of the Equipment for such Rental Period. In making such
determination, consideration has been given to the costs of acquisition and financing of the
2
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Equipment, the market value of the Equipment, the cost of modifications, if any, made or to be
made to the Equipment, other obligations of the parties under this Lease, the uses and purposes
which may be served by the Equipment and the benefits therefrom which will accrue to Lessee
and the general public.
4.5.
Lessee covenants to take such action as may be necessary to include all
Rent Payments due hereunder in its annual budgets and to make the necessary annual
appropriations for all such Rent Payments. In so providing for the payment of Rent Payments in
its annual budgets, Lessee may take into account moneys made available to make Rent
Payments. The covenants on the part of Lessee herein contained shall be deemed to be and shall
be construed to be ministerial duties imposed by law and it shall be the duty of each and every
public official of Lessee to take such action and do such things as are required by law in the
performance of the official duty of such official to enable Lessee to carry out and perform the
covenants and agreements in this Lease agreed to be carried out and performed by Lessee. The
obligations of Lessee to make Rent Payments do not constitute obligations for which Lessee is
obligated to levy or pledge any form of taxation or for which Lessee has levied or pledged any
form of taxation. The obligation of Lessee to make Rent Payments does not constitute an
indebtedness of Lessee, the State of California or any of its political subdivisions within the
meaning of any constitutional or statutory debt limitation or restriction.
4.6.
SO LONG AS LESSEE HAS THE RIGHT TO THE BENEFICIAL USE
AND ENJOYMENT OF THE EQUIPMENT, AND SUBJECT TO SECTION 6 OF THIS
LEASE, THE OBLIGATION TO PAY RENT PAYMENTS UNDER THIS LEASE SHALL BE
ABSOLUTE AND UNCONDITIONAL IN ALL EVENTS AND SHALL NOT BE SUBJECT
TO ANY SETOFF, DEFENSE, COUNTERCLAIM OR RECOUPMENT FOR ANY REASON
WHATSOEVER.
5.

DELIVERY; ACCEPTANCE; FUNDING CONDITIONS.

5.1.
Lessee shall arrange for the transportation, delivery and installation of all
Equipment to Lessee by Equipment suppliers (“Suppliers”) selected by Lessee. Lessee shall pay
all costs related thereto.
5.2.
Lessee shall accept Equipment as soon as it has been delivered and is
operational. Lessee shall evidence its acceptance of any Equipment by signing and delivering to
Lessor a Proceeds Disbursement Authorization. If (a) Lessee signs and delivers a Proceeds
Disbursement Authorization, and (b) Lessee delivers to Lessor a completed Receipt
Certificate/Payment Request (relating to the acquisition of Equipment approved by the
resolutions by Lessee’s governing body authorizing this Lease) for Lessor’s signature, together
with all documents required to be submitted to Lessor with such Receipt Certificate/Payment
Request pursuant to Section 2.02 of the Escrow Agreement, then Lessor will submit the executed
Receipt Certificate/Payment Request to the Escrow Agent not later than five (5) business days
after Lessor’s receipt of such Receipt Certificate/Payment Request in order to cause the Escrow
Agent to pay the costs of the Equipment as stated in the Proceeds Disbursement Authorization
(the “Purchase Price”) from the Equipment Acquisition Fund to the applicable Supplier within
two business days of the Escrow Agent’s receipt of such executed Receipt Certificate/Payment
Request pursuant to the terms of the Escrow Agreement. By causing such costs of any such
3
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Equipment to be paid from the Equipment Acquisition Fund, Lessor shall be deemed to have an
ownership interest in the Equipment solely for purposes of leasing the Equipment to Lessee
under the lease-purchase arrangement set forth in this Lease.
5.3.
Lessor shall have no obligation to fund the Purchase Price into the
Equipment Acquisition Fund unless all reasonable conditions established by Lessor (“Funding
Conditions”) have been satisfied, including, without limitation, the following: (a) Lessee has
signed and delivered the Lease Schedule and the Payment Schedule; (b) no Event of Default
shall have occurred and be continuing; (c) Lessor shall be reasonably satisfied that no material
adverse change shall have occurred in the Internal Revenue Code of 1986, as amended, and the
related regulations and rulings thereunder (collectively, the “Code”); (d) Lessor shall be
reasonably satisfied that no material adverse change shall have occurred in the financial
condition of Lessee or any Supplier; (e) all representations of Lessee herein are true, accurate
and complete; and (f) Lessor has received all of the following documents, which shall be
reasonably satisfactory, in form and substance, to Lessor: (1) evidence of insurance coverage
required by this Lease; (2) an opinion of Lessee’s counsel; (3) an opinion of bond counsel
relating to the tax-exempt interest payable under this Lease; (4) copies of resolutions by Lessee’s
governing body authorizing this Lease and incumbency certificates for the person(s) who will
sign this Lease; (5) such documents and certificates relating to the tax-exempt interest payable
under this Lease (including, without limitation, IRS Form 8038G or 8038GC) as Lessor may
request; and (7) such other documents and information previously identified by Lessor or
otherwise reasonably requested by Lessor.
6.
RENT ABATEMENT. Rent Payments shall be abated during any period in
which by reason of loss, damage, destruction or otherwise there is substantial interference with
the use and possession by Lessee of the Equipment, so that the remaining Rent Payments and
any other amounts payable hereunder then due for the use of the Equipment that was not affected
are not greater than the fair rental for use of the unaffected Equipment. Lessee and Lessor shall
calculate the rental abatement amount on an annual basis taking into account the entire twelve
month period commencing November 2 within which the damage or destruction occurs. If at
any time it shall be necessary to calculate rental abatement, for purposes of calculation for any
twelve-month period commencing November 2 and ending on the immediately following
November 1, the total amount of Rent Payment payable within such twelve-month period shall
be divided by 365 days (except for the twelve-month period including February 29, 2020, in
which case the divisor shall be 366 days). The maximum amount of daily rental abatement for
such twelve-month period shall not exceed the result of such calculation. Such abatement shall
continue for the period commencing with such interruption of use and ending with the substantial
completion of the work of repair or replacement. In the event of any such interruption of use,
this Lease shall continue in full force and effect and the Rent Payments shall not be subject to
abatement under this Section 6 to the extent that the proceeds of rental interruption insurance or
other amounts are made available to pay Rent Payments which would otherwise be abated under
this Section 6, it being hereby declared that such proceeds and amounts constitute special funds
for the payment of the Rent Payments.
7.
LIMITATION ON WARRANTIES. LESSOR MAKES NO WARRANTY
OR REPRESENTATION, EXPRESS OR IMPLIED, AS TO ANY MATTER
WHATSOEVER, INCLUDING, WITHOUT LIMITATION, AS TO
THE
4
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MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY OF
THE EQUIPMENT OR AS TO THE VALUE, DESIGN, CONDITION, USE, CAPACITY
OR DURABILITY OF ANY OF THE EQUIPMENT. For and during the Lease Term, Lessor
hereby assigns to Lessee any manufacturer’s or Supplier’s product warranties, express or
implied, applicable to any Equipment and Lessor authorizes Lessee to obtain the customary
services furnished in connection with such warranties at Lessee’s sole expense. Lessee agrees
that (a) all Equipment will have been purchased by Lessor in accordance with Lessee’s
specifications from Suppliers selected by Lessee, (b) Lessor is not a manufacturer or dealer of
any Equipment and has no liability for the delivery or installation of any Equipment, (c) Lessor
assumes no obligation with respect to any manufacturer’s or Supplier’s product warranties or
guaranties, (d) no manufacturer or Supplier or any representative of said parties is an agent of
Lessor, and (e) any warranty, representation, guaranty or agreement made by any manufacturer
or Supplier or any representative of said parties shall not be binding upon Lessor.
8.

TITLE; SECURITY INTEREST.

8.1.
Upon Lessee’s acceptance of any Equipment under this Lease, and
notwithstanding anything to the contrary set forth in Section 5.2 of this Lease, title to the
Equipment shall vest in Lessee, as the owner of the leasehold interest in the Equipment pursuant
to this Lease, subject to Lessor’s security interest therein and all of Lessor’s other rights under
this Lease including, without limitation, Section 20 hereof.
As collateral security for the Secured Obligations, Lessee hereby grants to
8.2.
Lessor a first priority security interest in any and all of the Equipment (now existing or hereafter
acquired) and any and all proceeds thereof. Lessee agrees to execute and deliver to Lessor all
necessary documents to evidence and perfect such security interest, including, without limitation,
certificates of title filed with the Department of Motor Vehicles showing Lessor as lienholder
and any amendments thereto.
Secured Obligations1 means Lessee’s obligations to pay all Rent
8.3.
Payments and all other amounts due and payable under this Lease and to perform and observe all
covenants, agreements and conditions (direct or indirect, absolute or contingent, due or to
become due, or existing or hereafter arising) of Lessee under this Lease.
9.
PERSONAL PROPERTY. All Equipment is and will remain personal property
and will not be deemed to be affixed or attached to real estate or any building thereon.
10.
MAINTENANCE
INSPECTION.

AND

OPERATION;

QUIET

ENJOYMENT;

10.1.
Lessee agrees it shall, at its sole expense: (a) repair and maintain all
Equipment in good condition and working order and supply and install all replacement parts or
other devices when required to so maintain the Equipment or when required by applicable law or
regulation, which parts or devices shall automatically become part of the Equipment; and (b) use
and operate all Equipment in a careful manner in the normal course of its operations and only for
the purposes for which it was designed in accordance with the manufacturer’s warranty
requirements; and (c) comply with all laws and regulations relating to the Equipment. If any
5
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Equipment is customarily covered by a maintenance agreement, Lessee will furnish Lessor with
a maintenance agreement by a party reasonably satisfactory to Lessor. No maintenance or other
service for any Equipment will be provided by Lessor. Lessee will not make any alterations,
additions or improvements (“Improvements”) to any Equipment without Lessor’s prior written
consent unless the Improvements may be readily removed without damage to the operation,
value or utility of the Equipment, but any such Improvements not removed prior to the
termination of this Lease shall automatically become part of the Equipment.

10.2.
During the Lease Term, Lessor shall provide Lessee with enjoyment of the
Equipment, and Lessee shall during such Lease Term peaceably and quietly have and hold and
enjoy the Equipment, without suit, trouble or hindrance from Lessor, except as expressly set
forth in this Lease. Notwithstanding the foregoing, Lessor shall have the right to inspect the
Equipment as provided in Section 11 below.
INSPECTION. Lessor may inspect the Equipment during normal business hours
upon reasonable prior written notice to Lessee.
11.

12.

LIENS, SUBLEASES AND TAXES; INDEMNIFICATION.

12.1. Lessee shall keep all Equipment free and clear of all Liens except those
Liens created under its Lease. Lessee shall not sublet or lend any Equipment or permit it to be
used by anyone other than Lessee or Lessee’s employees.
12.2. Lessee shall pay when due all Taxes which may now or hereafter be
imposed upon any Equipment or its ownership, lease, rental, sale, purchase, possession or use,
upon this Lease or upon any Rent Payments or any other payments due under this Lease. If
Lessee fails to pay such Taxes when due, Les or shall have the right, but not the obligation, to
pay such Taxes. If Lessor pays any such Taxes, then Lessee shall, upon demand, immediately
reimburse Lessor therefor. “Taxes” means present and future taxes, levies, duties, assessments or
other governmental charges that are not based on the net income of Lessor, whether they are
assessed to or payable by Lessee or Lessor, including, without limitation (a) sales, use, excise,
licensing, registration, titling, gross receipts, stamp and personal property taxes, and (b) interest,
penalties or fines on any of the foregoing.
12.3. Lessee shall bear the risk of loss for the Equipment. Lessee shall, to the
extent permitted by law, indemnify, defend and hold Lessor harmless against any and all claims,
actions, proceedings, expenses, damages or liabilities, including reasonable attorneys’ fees and
court costs, arising in connection with this Lease, including, but not limited to, its selection,
purchase, delivery, possession, use, operation, rejection, or return and the recovery of claims
under insurance policies thereon; provided, however, that Lessee shall not be required to
indemnity Lessor pursuant to this Section 12.3 for any claims, actions, proceedings, expenses,
damages or liabilities to the extent, but only to the extent, caused by the willful misconduct or
active negligence of the Lessor.
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13.
DAMAGE AND DESTRUCTION AND USE OF PROCEEDS OF
INSURANCE

13.1.
Lessee covenants that if any item of Equipment is damaged in a manner
which substantially interferes with its use, such Equipment shall be promptly repaired or
replaced at Lessee’s expense, unless (a) such damage, together with other components of the
Equipment lost, damaged or destroyed, would not result in the abatement of any portion of the
Rent Payments because, for example, the fair rental value of the remaining useable Equipment is
sufficient to support the Rent Payments unabated, or (b) Lessee elects to apply the proceeds of
insurance and other legally available funds to the prepayment of the principal portion of the
unpaid Rent Payments pertaining to the Equipment lost, damaged or destroyed such that the Rent
Payments to be made on the undamaged Equipment will not exceed the fair market value for
each Rental Period over the remaining term of this Lease.

13.2.
Lessee covenants that it shall use the proceeds of any purchased insurance
to accomplish one of the following purposes in the event of the loss or destruction of or
unrepaired damage to any portion of the Equipment which would otherwise result in abatement
of all or a portion of the Rent Payments: (a) to acquire replacement Equipment or repair
diligently (at Lessee’s cost) Equipment having an economic useful life not less than the
remaining Lease Term of the Equipment so lost, destroyed or damaged to be and become subject
to this Lease at a cost such that the fair market rental value of the Equipment leased pursuant to
this Lease (including such replacement Equipment) for each remaining Rental Period is not less
than the Rent Payments for each Rental Period over the remaining term of this Lease; (b) to
apply an amount (not less than $50,000) sufficient, under Section 15.1 of this Lease, to purchase
the portion of the Equipment so destroyed or irreparably damaged, said amount to be used as a
special fund for prepayment of the principal portion of the unpaid Rent Payments pertaining to
the Equipment destroyed or irreparably damaged; or (c) to apply such funds to the optional
prepayment of the principal portion of the unpaid Rent Payments pursuant to Section 15.2 of this
Lease so that the Rent Payments to be made on the remaining Equipment will not exceed the fair
market rental value for each Rental Period over the remaining term of this Lease.

13.3.
To the extent that an event of loss, destruction or unrepaired damage
should result in an abatement of Rent Payments pending the acquisition of replacement
Equipment pursuant to Section 13.2(a) above, Lessee may substitute replacement Equipment for
the Equipment so lost, destroyed or damaged to be and become subject to this Lease, such
replacement Equipment having a fair rental value such that the fair rental value of the Equipment
leased pursuant to this Lease (including such replacement Equipment) for each remaining Rental
Period is not less than the Rent Payments and any other amounts payable hereunder for each
Rental Period over the remaining term of this Lease. Lessee may also make such a substitution
of Equipment as an alternative to taking the actions described in Section 13.2(a) and (b) herein.
14.

INSURANCE.

14.1. (a) Lessee at its sole expense shall at all times keep all Equipment insured
against all loss or damage to any part of the Equipment by collision, fire, loss and theft, with
extended coverage and vandalism and malicious mischief, for an amount not less than the lesser
of the unpaid Rent Payments over the remaining term of this Lease and 100% of the replacement
7
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cost of the Equipment (including all modifications thereto). Proceeds of any such insurance
covering damage or loss of any Equipment shall be payable to Lessor as lender loss payee,
(b) Lessee at its sole expense shall at all times carry public liability and property damage
insurance in amounts reasonably satisfactory to Lessor protecting Lessee and Lessor from
liabilities for injuries to persons and damage to property of others relating in any way to any
Equipment. Such insurance may and is expected to be satisfied by a risk retention program.
Proceeds of any such third party insurance, if any, shall be payable first to Lessor as additional
insured to the extent of its liability, and then to Lessee, (c) Lessee at its sole expense shall at all
times carry rental interruption or use insurance to cover loss, total or partial, of the use of any
item of Equipment for a period of 24 months during the Lease Term as a result of any of the
hazards covered by the insurance required by Section 14.1(a) above, in an amount to insure
against loss of substantial use and possession of the Equipment.
14.2 All insurers shall be reasonably satisfactory to Lessor. Lessee shall promptly
deliver to Lessor satisfactory evidence of required insurance coverage and all renewals and
replacements thereof. Each insurance policy, if any, will require that the insurer give Lessor prior
written notice of any cancellation of such policy as permitted under the terms of such policy.
15.

PREPAYMENT.

15.1.
Lessee shall be obligated to prepay the principal portion of the unpaid
Rent Payments allocable to any portion of the Equipment, in whole or in part, on any Rent
Payment date, from and to the extent of any proceeds of insurance with respect to such item of
Equipment, at a prepayment price equal to (i) the amount of the principal portion of the unpaid
Rent Payments so prepaid, plus (ii) the interest portion of the unpaid Rent Payments so prepaid
accrued to the date of such prepayment. Lessee and Lessor hereby agree that such insurance
proceeds, to the extent remaining after payment of any delinquent Rent Payments and not used to
repair or replace the lost, damaged or taken Equipment, shall be credited towards Lessee’s
obligations under this Section 15.1. No Break Funding Charge or Unspent Proceeds Break
Funding Charge (each as defined below) shall be due and payable upon any such partial
prepayment pursuant to this Section 15.1.

15.2.
Upon thirty (30) days’ prior written notice from Lessee to Lessor, Lessee
may prepay the principal portion of the unpaid Rent Payments in whole (but not in part) on any
Rent Payment date at a prepayment price equal to (i) the principal portion of the unpaid Rent
Payments over the remaining term of this Lease, plus (ii) the interest portion of the unpaid Rent
Payments accrued through the date of such prepayment, plus (iii) a Break Funding Charge.
“Break Funding Charge” means the sum of the differences between (x) each scheduled interest
payment which would have been made on the principal portion of the unpaid Rent Payments
over the remaining term of this Lease if such prepayment had not occurred and (y) the
corresponding fixed-rate interest payment which would be received under an interest rate swap
which the Lender shall be deemed to have entered into as of the prepayment date (the
“Replacement Swap”) covering its payment obligations under an interest rate swap which the
Lessor shall be deemed to have entered into when this Lease was originally funded, with each
such difference discounted to a present value as of the date of payment using the fixed interest
rate of the Replacement Swap as the applicable discount rate; the Lessee acknowledges that the
Lessor might not fund or hedge its fixed-rate loan portfolio or any prepayment thereof on a loan8
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by-loan basis at all times, and agrees that the foregoing is a reasonable and appropriate method
of calculating liquidated damages for any prepayment irrespective of whether any of the
foregoing hedging transactions have in fact occurred or occurred precisely as stated with respect
to this Lease; all calculations and determinations by the Lessor of the amounts payable pursuant
to the preceding provisions or of any element thereof, if made in accordance with its then
standard procedures for so calculating or determining such amounts, shall be conclusive absent
manifest arithmetic error.

15.3.
Lessee shall be deemed to have prepaid the principal portion of the unpaid
Rent Payments, in whole or in part, on any Rent Payment date, from and to the extent of the
remaining balance of the Equipment Acquisition Fund remitted to the Lessor by the Escrow
Agent after the Escrow Agent’s receipt of a notice of an event of default under this Lease
pursuant to Section 2.03 of the Escrow Agreement, at a prepayment price equal to (i) the amount
of the principal portion of the unpaid Rent Payments so prepaid, plus (ii) the interest portion of
the unpaid Rent Payments so prepaid accrued to the date of such prepayment. No Break Funding
Charge or Unspent Proceeds Break Funding Charge shall be due and payable upon any such
partial prepayment pursuant to this Section 15.3.

15.4.
Lessee shall be deemed to have prepaid the principal portion of the unpaid
Rent Payments, in whole or in part, on any Rent Payment date, from and to the extent of the
balance remaining in the Equipment Acquisition Fund applied by the Escrow Agent to such
prepayment upon the Escrow Agent’s receipt of a Full Funding Notice (as such term is defined in
the Escrow Agreement) pursuant to Section 2.04 of the Escrow Agreement or from and to the
extent of the remaining balance of the Equipment Acquisition Fund applied by the Escrow Agent
to such prepayment upon the occurrence of the Funding Expiration Date pursuant to Section 2.05
of the Escrow Agreement, at a prepayment price equal to (i) the principal portion of the unpaid
Rent Payments so prepaid, plus (ii) the interest portion of the unpaid Rent Payments so prepaid
accrued through the date of such prepayment plus (iii) in the case of a partial prepayment, and if
(x) the interest portion of each of such Rent Payments to be prepaid calculated at the interest rate
swap rate including any forward rate swap, if any, which Lessor shall be deemed to have entered
into on the date this Lease was originally funded, exceeds (y) the interest portion of each of such
Rent Payments to be prepaid calculated at the interest rate swap rate which Lessor shall be
deemed to have entered into on the date of prepayment (the “Unspent Proceeds Replacement
Swap”), an Unspent Proceeds Break Funding Charge. “Unspent Proceeds Break Funding
Charge” means the present value of the difference between (x) the interest portion of each of
such Rent Payments to be prepaid calculated at the interest rate swap rate, including any forward
rate swap, if any, which Lessor shall be deemed to have entered into on the date this Lease was
originally funded, and (y) the interest portion of each of such Rent Payments to be prepaid
calculated at the Unspent Proceeds Replacement Swap rate for each interest period, discounted to
a net present value as of the date of prepayment using the fixed interest rate of the Unspent
Proceeds Replacement Swap. Lessee acknowledges that Lessor might not fund or hedge its
fixed-rate loan portfolio or any prepayment thereof on a loan-by-loan basis at all times, and
agrees that the Unspent Proceeds Break Funding Charge is a reasonable and appropriate method
of calculating liquidated damages for any prepayment irrespective of whether any of the
foregoing hedging transactions have in fact occurred or occurred precisely as stated with respect
to this Lease and all calculations and determinations by Lessor of the Unspent Proceeds Break
Funding Charge or of any element thereof, if made in accordance with its then standard
9
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procedures for so calculating or determining such amounts, shall be conclusive absent manifest
arithmetic error.
16.
LESSEE’S REPRESENTATIONS AND WARRANTIES. Lessee hereby
represents and warrants to Lessor that: (a) Lessee has full power, authority and legal right to
execute and deliver this Lease and to perform its obligations under this Lease, and all such
actions have been duly authorized by appropriate findings and actions of Lessee’s governing
body; (b) this Lease has been duly executed and delivered by Lessee and constitutes a legal,
valid and binding obligation of Lessee, enforceable in accordance with its terms; (c) this Lease is
authorized under, and the authorization, execution and delivery of this Lease complies with, all
applicable federal, state and local laws and regulations (including, but not limited to, all open
meeting, public bidding and property acquisition laws) and all applicable judgments and court
orders; (d) the execution, delivery and performance by Lessee of its obligations under this Lease
will not result in a breach or violation of, nor constitute a default under, any agreement, lease or
other instrument to which Lessee is a party or by which Lessee’s properties may be bound or
affected; and (e) there is no pending, or to the best of Lessee’s knowledge threatened, litigation
of any nature which may have a material adverse effect on Lessee’s ability to perform its
obligations under this Lease.
17.

TAX COVENANTS.

17.1.
Lessee hereby covenants and agrees that: (a) Lessee shall comply with all
of the requirements of Section 149(a) and Section 149(e) of the Code, as the same may be
amended from time to time, and such compliance shall include, but not be limited to, executing
and filing Internal Revenue Form 8038G or 8038GC, as the case may be, and any other
information statements reasonably requested by Lessor; (b) Lessee shall not do (or cause to be
done) any act which will cause, or by omission of any act allow, this Lease to be an “arbitrage
bond” within the meaning of Section 148(a) of the Code or this Lease to be a “private activity
bond” within the meaning of Section 141(a) of the Code; and (c) Lessee shall not do (or cause to
be done) any act which will cause, or by omission of any act allow, the interest portion of any
Rent Payments to be or become includable in gross income for Federal income taxation purposes
under the Code.
17.2.
Upon the occurrence of an Event of Taxability, the interest portion of any
Rent Payment shall be at the Taxable Rate retroactive to the date of occurrence of the Event of
Taxability, and Lessee shall pay such additional amount as will result in Lessor receiving the
interest portion of the Taxable Rate identified in the Payment Schedule. For purposes of this
section, “Event of Taxability” means a determination by the Internal Revenue Service that the
interest portion of Rent Payments is included for federal income tax purposes in the gross
income of the Lessor due to Lessee’s action or failure to take action, including breach of
covenants set forth in Section 17.1 hereof. An Event of Taxability shall occur upon the earliest
of: (1) the happening of any event which may cause such Event of Taxability, or (2) Lessor’s
payment to the applicable taxing authority of the tax increase resulting from such Event of
Taxability, or (3) the adjustment of Lessor’s tax return to reflect such Event of Taxability, or
(4) the date as of which the interest portion of the Rent Payments is determined by the Internal
Revenue Service to be includable in the gross income of the Lessor for federal income tax
purposes.
10
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18.

ASSIGNMENT.

18.1.
Lessee shall not assign, transfer, pledge, hypothecate, nor grant any Lien
on, nor otherwise dispose of, this Lease or any Equipment or any interest in this Lease or
Equipment.

18.2.
Upon prior written notice to Lessee, Lessor may assign its rights, title and
interest in and to this Lease or any Equipment, and/or may grant or assign a security interest in
this Lease and its Equipment, in whole (but not in part), to any party at any time so long as any
such Assignee is an “accredited investor” (as defined in Regulation D promulgated by the
Securities and Exchange Commission under the Securities Act of 1933, as amended) or any
“qualified institutional buyer” (as defined in Rule 144A promulgated by the Securities and
Exchange Commission under the Securities Act of 1933, as amended) and so long as such
assignment does not violate any City ordinance. Notwithstanding the foregoing, Lessor may not
assign its rights, title and interest in and to this Lease, the Equipment and any documents
executed with respect thereto, and/or grant or assign a security interest therein, to a bank or trust
company as paying or escrow agent for holders of certificates of participation in this Lease. Any
such assignee or lienholder (an “Assignee”) shall have all of the rights of Lessor under this
Lease. LESSEE AGREES NOT TO ASSERT AGAINST ANY ASSIGNEE ANY CLAIMS,
ABATEMENTS, SETOFFS, COUNTERCLAIMS, RECOUPMENT OR ANY OTHER
SIMILAR DEFENSES WHICH LESSEE MAY HAVE AGAINST LESSOR. Unless
otherwise agreed by Lessee in writing, any such assignment transaction shall not release Lessor
from any of Lessor’s obligations under this Lease. An assignment or reassignment of any of
Lessor’s right, title or interest in this Lease or the Equipment shall be enforceable against Lessee
only after Lessee receives a written notice of assignment which discloses the name and address
of such Assignee; provided, that such notice from Lessor to Lessee of any assignment shall not
be so required if Lessor assigns this Lease to JPMORGAN CHASE & CO. or any of its direct or
indirect subsidiaries. Lessee shall keep a complete and accurate record of all such assignments in
the form necessary to comply with Section 149(a) of the Code and for such purpose, Lessee
hereby appoints Lessor (or Lessor’s designee) as the book entry and registration agent to keep a
complete and accurate record of any and all assignments of this Lease. Lessee agrees to
acknowledge in writing any such assignments if so requested.
18.3.
Each Assignee of this Lease hereby agrees that: (a) the term Secured
Obligations as used in Section 8.3 hereof is hereby amended to include and apply to all
obligations of Lessee under the Assigned Leases and to exclude the obligations of Lessee under
any Non-Assigned Leases; (b) said Assignee shall have no Lien on, nor any claim to, nor any
interest of any kind in, any Non-Assigned Lease or any Equipment covered by any NonAssigned Lease; and (c) Assignee shall exercise its rights, benefits and remedies as the assignee
of Lessor (including, without limitation, the remedies under Section 20 hereof) solely with
respect to the Assigned Leases. “Assigned Leases” means only those Leases which have been
assigned to a single Assignee pursuant to a written agreement; and “Non-Assigned Leases”
means all Leases excluding the Assigned Leases.
18.4.
Subject to the foregoing, this Lease inures to the benefit of and is binding
upon the heirs, executors, administrators, successors and assigns of the parties hereto.

11
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19.
EVENTS OF DEFAULT. “Event of Default” means the occurrence of any one
or more of the following events: (a) Lessee fails to make any Rent Payment (or any other
payment) as it becomes due in accordance with the terms of this Lease, and any such failure
continues for ten (10) days after the due date thereof; (b) Lessee fails to perform or observe any
of its obligations under Sections 12.1, 14 or 18.1 hereof; (c) Lessee fails to perform or observe
any other covenant, condition or agreement to be performed or observed by it under this Lease
and such failure is not cured within thirty (30) days after receipt of written notice thereof by
Lessor; (d) any statement, representation or warranty made by Lessee in this Lease or in any
writing delivered by Lessee pursuant thereto or in connection therewith proves at any time to
have been false, misleading or erroneous in any material respect as of the time when made;
(e) Lessee applies for or consents to the appointment of a receiver, trustee, conservator or
liquidator of Lessee or of all or a substantial part of its assets, or a petition for relief is filed by
Lessee under any federal or state bankruptcy, insolvency or similar law, or a petition in a
proceeding under any federal or state bankruptcy, insolvency or similar law is filed against
Lessee and is not dismissed within sixty (60) days thereafter; or (f) Lessee shall be in default
under any other Lease or under any other financing agreement executed at any time with Lessor.
20.
REMEDIES. Whenever any Event of Default shall have occurred and be
continuing, Lessor may exercise any and all remedies available pursuant to law or granted
pursuant to this Lease; provided, however, that notwithstanding anything herein or in the Escrow
Agreement to the contrary, there shall be no right under any circumstances to accelerate the Rent
Payments or otherwise declare any Rent Payments not then in default to be immediately due and
payable. Each and every covenant hereof to be kept and performed by Lessee is expressly made
a condition and upon the breach thereof Lessor may, at its option, require Lessee to promptly
return all Equipment to Lessor (and Lessee agrees that it shall so return the Equipment), or
Lessor may, at its option, enter upon the premises where any Equipment is located and repossess
any Equipment without demand or notice, without any court order or other process of law and
without liability for any damage occasioned by such repossession, and also, at its option, with or
without such repossession, may terminate this Lease, provided that no acts of the parties hereto
may terminate Lessee’s obligation to make the Rent Payments except only in the manner herein
expressly provided. In the event of such default and notwithstanding any repossession by Lessor
or termination of this Lease, Lessee shall, as herein expressly provided, continue to remain liable
for the payment of the Rent Payments and/or damages for breach of this Lease and the
performance of all conditions herein contained and, in the event such rent and/or damages shall
be payable to Lessor at the time and in the manner as herein provided, to wit:

if Lessor does not elect to terminate this Lease in the manner hereinafter
(a)
provided for in subparagraph (b) below, Lessee agrees to and shall remain liable for the
payment of all Rent Payments and the performance of all conditions herein contained and
shall reimburse Lessor for any deficiency arising out of the re-leasing of the Equipment
or, in the event Lessor is unable to re-lease the Equipment, then for the full amount of all
Rent Payments to the end of the Lease Term of this Lease, but said Rent Payments and/or
deficiency shall be payable only at the same time and in the same manner as hereinabove
provided for the payment of Rent Payments hereunder, notwithstanding any suit brought
by Lessor for the purpose of obtaining possession of the Equipment or exercise of any
other remedy by Lessor; Lessee hereby irrevocably appoints Lessor as the agent and
attorney-in-fact of Lessee to obtain possession and re-lease the Equipment in the event of
12
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default by Lessor in the performance of any covenants herein contained to be performed
by Lessee, for the account of and at the expense of Lessee, and Lessee hereby agrees to
pay all proper and reasonable out-of-pocket costs and expenses incurred by Lessor related
to the repossession, safekeeping, storage, repair, reconditioning or re-leasing of any
Equipment, including reasonable attorney fees and expenses; Lessee hereby waives any
and all claims for damages caused or which may be caused by Lessor in entering any
premises where the Equipment may be held and taking possession of the Equipment as
herein provided and all claims for damages that may result from the destruction of or
injury to the Equipment; Lessee agrees that the terms of this Lease constitute full and
sufficient notice of the right of Lessor to re-lease the Equipment without effecting a
surrender of this Lease, and further agrees that no act of Lessor in effecting such re
leasing shall constitute a surrender or termination of this Lease irrespective of the term
for which such re-leasing is made or the terms and conditions of such re-leasing, or
otherwise, but that, on the contrary, in the event of such default by Lessor the right to
terminate this Lease shall vest in Lessor to be effected in the sole and exclusive manner
hereinafter provided for in subparagraph (b) below; Lessee further waives the right to any
rental obtained by Lessor in excess of the Rent Payments and hereby conveys and
releases such excess to Lessor as compensation to Lessor for its service in re-leasing the
Equipment; and
in an event of default hereunder, Lessor, at its option may terminate this
(b)
Lease and re-lease, sell or otherwise dispose of all or any portion of the Equipment; in the
event of the termination of this Lease by Lessor at its option and in the manner
hereinafter provided on account of default by Lessor (and notwithstanding the re-leasing,
sale or other disposition of the Equipment), Lessee nevertheless agrees to pay to Lessor
all proper and reasonable out-of-pocket costs and expenses incurred by Lessor related to
the repossession, safekeeping, storage, repair, reconditioning, re-leasing, sale or other
disposition of any Equipment, including reasonable attorney fees and expenses payable at
the same time and in the same manner as is herein provided in the case of payment of
Rent Payments; any surplus received by Lessor from such re-leasing, sale or other
disposition shall be the absolute property of Lessor and Lessee shall have no right
thereto, nor shall Lessee be entitled to apply any surplus as a credit in the event of a
subsequent deficiency in the rentals or other proceeds received by Lessor from the
Equipment; neither notice to pay rent or to deliver up possession of the Equipment given
pursuant to law nor any proceeding taken by Lessor shall of itself operate to terminate
this Lease, and shall be or become effective by operation of law, or otherwise, unless and
until Lessor shall have given written notice to Lessee of the election on the part of Lessor
to terminate this Lease; Lessee covenants and agrees that no surrender of the Equipment
or of the remainder of the Lease Term of this Lease or any termination of this Lease shall
be valid in any manner or for any purpose whatsoever unless stated or accepted by Lessor
by such written notice.
None of the above remedies is exclusive, but each is cumulative and in addition to any
other remedy available to Lessor given under this Lease or now or hereafter existing at law or in
equity. Lessor’s exercise of one or more remedies shall not preclude its exercise of any other
remedy. No delay or failure on the part of Lessor to exercise any remedy under this Lease shall
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operate as a waiver thereof, nor as an acquiescence in any default, nor shall any single or partial
exercise of any remedy preclude any other exercise thereof or the exercise of any other remedy.
21.
SUBSTITUTION OF EQUIPMENT. Lessee shall, at any time, with the prior
written consent of Lessor (not to be unreasonably withheld or delayed), have the right to
substitute or release all or a portion of the Equipment (in such case the substitute Equipment
shall mean the former equipment less any portion released pursuant to this Section 21) for other
property of an annual fair rental value such that the aggregate annual fair rental value of the
Equipment after such substitution or release equals or exceeds the highest annual Rent Payments
and any other amounts payable hereunder due in any remaining Rental Period, of a comparable
essential nature to Lessee, and having a remaining economic useful life not less than the
economic useful life of the portion of Equipment substituted for, but only by providing Lessor
with a written certificate describing both the new Equipment and the Equipment for which it is to
be substituted, and stating that such portion of Equipment is of an annual fair rental value such
that the aggregate annual fair rental value of the Equipment after such substitution or release
equals or exceeds the highest annual Rent Payment and any other amounts payable hereunder
due in any remaining Rental Period, of a comparable essential nature to Lessee, and having a
remaining economic useful life not less than the economic useful life of the Equipment described
in the Lease Schedule for which it is being substituted, certificates of title filed with the
Department of Motor Vehicles showing Lessor as lienholder of the new Equipment and executed
amendment to this Lease for the new Equipment, and an opinion of bond counsel that such
substitution shall not adversely affect the tax-exempt status of interest payable under this Lease.
All costs and expenses incurred in connection with such substitution including without limitation
the cost of acquiring such Equipment, shall be borne by Lessee unless Lessor elects to bear the
cost of acquiring the replacement Equipment. In the event of such substitution or release, the
Equipment substituted for the original Equipment shall become fully subject to the terms hereof.
Notwithstanding any substitution or release of Equipment pursuant to this Section 21, there shall
be no reduction in the Rent Payments due from Lessee hereunder and there shall be no reduction
in the aggregate fair rental value of the Equipment as a result of such substitution or release.
22.
LAW GOVERNING. This Lease shall be governed by the laws of the State of
California (the “State”).

NOTICES. Any notices and demands under or related to this document shall be
23.
in writing and delivered to the intended party at its address stated herein (if to Lessor 1111
Polaris Parkway, Suite 3A- OH1-1085, Columbus, Ohio 43240-2050, to the attention of the
GNPH Operations Manager and if to Lessee Office of the City Administrative Officer, City of
Los Angeles, 200 North Main Street, City Hall East, Room 1500, Los Angeles, California 90012,
to the attention of the Debt Management Group). Notice shall be deemed sufficiently given or
made (a) upon receipt if delivered by hand, (b) on the Delivery Day after the day of deposit with
a nationally recognized courier service, and (c) on the third Delivery Day after the day of deposit
in the United States mail, sent certified, postage prepaid with return receipt requested. “Delivery
Day” means a day other than a Saturday, a Sunday, or any other day on which national banking
associations are authorized to be closed. Any party may change its address for the purposes of
the receipt of notices and demands by giving notice of such change in the manner provided in
this provision.
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24.
FINANCIAL INFORMATION. Lessee agrees to furnish to Lessor annual
audited financial statements of Lessee within 270 days of the end of each fiscal year of Lessee.
Additionally, Lessee agrees to provide additional information as reasonably requested by Lessor.
25.
SECTION HEADINGS. All section headings contained herein or in the Lease
Schedule are for convenience of reference only and do not define or limit the scope of any
provision of this Lease.
26.
EXECUTION IN COUNTERPARTS. This Lease may be executed in several
counterparts, each of which shall be deemed an original, but all of which shall be deemed one
instrument. If more than one counterpart of this Lease is executed by Lessee and Lessor, then
only one may be marked “Lessor’s Original” by Lessor. A security interest in this Lease may be
created through transfer and possession only of: the sole original of this Lease if there is only one
original; or the counterpart marked “Lessor’s Original” if there are multiple counterparts of this
Lease.

15
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27.
ENTIRE AGREEMENT; WRITTEN AMENDMENTS. This Lease, together
with the exhibits, schedules and addenda attached hereto and made a part hereof and other
attachments hereto constitute the entire agreement between the parties with respect to the lease of
the Equipment covered hereby, and this Lease shall not be modified, amended, altered, or
changed except with the written consent of Lessee and Lessor. Any provision of this Lease found
to be prohibited by law shall be ineffective to the extent of such prohibition without invalidating
the remainder of this Lease.
CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer

ATTEST:
HOLLY L. WOLCOTT, CITY CLERK
By:
Deputy City Clerk
APPROVED AS TO FORM:
MICHAEL N. FEUER, CITY ATTORNEY
By:
Deputy City Attorney
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LEASE SCHEDULE
Dated as of: NOVEMBER 15,2017
Lease No.:

L

This Lease Schedule, together with the Payment Schedule, is attached and made a part of
the Lease-Purchase Agreement described below (“Lease”) between the Lessee and Lessor named
below. All terms and conditions of the Lease are incorporated herein by reference. Unless
otherwise defined herein, capitalized terms defined in the Lease will have the same meaning
when used herein.
Lease-Purchase Agreement dated November 15,2017.
A.
EQUIPMENT DESCRIBED: The Equipment includes all of the property
described on Schedule A-l attached hereto and made a part hereof.
B.
ACCEPTANCE OF EQUIPMENT: AS BETWEEN LESSEE AND LESSOR,
LESSEE AGREES THAT: (a) LESSEE HAS RECEIVED AND INSPECTED ALL
EQUIPMENT; (b) ALL EQUIPMENT IS IN GOOD WORKING ORDER AND COMPLIES
WITH ALL PURCHASE ORDERS, CONTRACTS AND SPECIFICATIONS; (c) LESSEE
ACCEPTS ALL EQUIPMENT FOR PURPOSES OF THE LEASE “AS-IS, WHERE-IS”; AND
(d) LESSEE WAIVES ANY RIGHT TO REVOKE SUCH ACCEPTANCE.
ESSENTIAL USE: Lessee represents and agrees that the use of the Equipment is
C.
essential to Lessee’s proper, efficient and economic functioning or to the services that Lessee
provides to its citizens and the Equipment will be used by Lessee only for the purpose of
performing its governmental or proprietary functions consistent with the permissible scope of its
authority.
D.
RENT PAYMENTS; LEASE TERM: The Rent Payments to be paid by Lessee
to Lessor, the interest rate at which the interest portion of the Rent Payments is calculated, the
Taxable Rate, the commencement date and the Lease Term are each set forth on the Payment
Schedule attached to this Lease Schedule.
E.
RE-AFFIRMATION OF THE LEASE: Lessee hereby re-affirms all of its
representations, warranties and obligations under the Lease (including, without limitation, its
obligation to pay all Rent Payments, its disclaimers in Section 7 thereof and its representations in
Sections 4.5 and 16 thereof).
F.

GOVERNMENT REGULATION. ANTI-CORRUPTION.

Representations and Warranties Regarding Anti-Corruption Laws and
00
Sanctions. Lessee has implemented and maintains in effect policies and procedures designed to
ensure compliance by Lessee and its officers, employees and agents with Anti-Corruption Laws
and applicable Sanctions, and Lessee and its officers and employees and to the knowledge of
Lessee its agents, are in compliance with Anti-Corruption Laws and applicable Sanctions in all
material respects. None of (a) Lessee or to the knowledge of Lessee any of its respective officers
Lease Schedule-1
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or employees, or (b) to the knowledge of Lessee, any agent of Lessee that will act in any capacity
in connection with or benefit from the credit facility established hereby, is a Sanctioned Person.
No advance, letter of credit, use of proceeds or other transaction contemplated by this Lease will
violate Anti-Corruption Laws or applicable Sanctions.
Compliance with Anti-Corruption Laws and Sanctions. Lessee shall maintain
(b)
in effect and enforce policies and procedures designed to ensure compliance by Lessee and its
officers, employees and agents with Anti-Corruption Laws and applicable Sanctions.
Use of Proceeds. Lessee shall not use, or permit any proceeds of the Lease to be
used, directly or indirectly, by Lessee or its officers, employees and agents: (1) in furtherance of
an offer, payment, promise to pay, or authorization of the payment or giving of money, or
anything else of value, to any Person in violation of any Anti-Corruption Laws; (2) for the
purpose of funding, financing or facilitating any activities, business or transaction of or with any
Sanctioned Person, or in any Sanctioned Country; or (3) in any manner that would result in the
violation of any Sanctions applicable to any party hereto.
(c)

Definitions. For the purposes of this Section G, the following terms shall have
the following meanings: “Anti-Corruption Laws” means all laws, rules, and regulations of any
jurisdiction applicable to the Lessee or its subsidiaries from time to time concerning or relating
to bribery or corruption. “Person” means any individual, corporation, partnership, limited
liability company, joint venture, joint stock association, association, bank, business trust, trust,
unincorporated organization, any foreign governmental authority, the United States of America,
any state of the United States and any political subdivision of any of the foregoing or any other
form of entity. “Sanctions” means economic or financial sanctions or trade embargoes imposed,
administered or enforced from time to time by the U.S. government, including those
administered by the Office of Foreign Assets Control of the U.S. Department of the Treasury or
the U.S. Department of State. “Sanctioned Country” means, at any time, a country, region or
territory which is the subject or target of any Sanctions (as at the time of this Lease Schedule,
Crimea, Cuba, Iran, North Korea, Sudan and Syria). “Sanctioned Person” means, at any time,
(a) any Person listed in any Sanctions-related list of designated Persons maintained by the Office
of Foreign Assets Control of the U.S. Department of the Treasury, the U.S. Department of
State, (b) any Person operating, organized or resident in a Sanctioned Country or (c) any Person
controlled by any such Person.
(d)

Escrow Acceptance Date: November 15, 2017
CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer
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SCHEDULE A-l
(Equipment List)

Expected Equipment Purchase Price

$[21,108,102]

Net Amount Financed

$[21,108,102]

Equipment Description:

[See attached pages]

TOGETHER WITH ALL ATTACHMENTS, ADDITIONS, ACCESSIONS, PARTS,
REPAIRS, IMPROVEMENTS, REPLACEMENTS AND SUBSTITUTIONS THERETO.
This Schedule A-l is attached to the Lease Schedule to Lease No. [

J.

CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer

Schedule A-l-1
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Payment Schedule
This Payment Schedule is attached and made a part of the Lease Schedule identified
below which is part of the Lease-Purchase Agreement identified therein, all of which are
between the Lessee and Lessor named below.
Lease No.
Lease Schedule Dated:

November 15, 2017

Accrual Date

November 15, 2017

Amount Financed

$[21,108,102]

Interest Rate

[

]%

Taxable Rate

[

]%

Rent
Number

_

Rent
Date

per annum

Rent
Payment

Interest
Portion

Principal
Portion

Termination
Value

CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer

Payment Schedule-1
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PROCEEDS DISBURSEMENT AUTHORIZATION

JPMORGAN CHASE BANK, N.A.
1111 Polaris Parkway, Suite A3 (OH1-1085)
Columbus, OH 43240
Date:

Re:

j 20__

Disbursements Of Proceeds Under The LEASE-PURCHASE AGREEMENT Referred To Below

Reference is made to that certain Lease-Purchase Agreement dated November 15, 2017 between CITY OF T OS ANGELES
(“Lessee”) and JPMORGAN CHASE BANK, N.A. (the “Lessor”) and the related Escrow Agreement dated as of November 15,
2017.
I hereby instruct you and authorize you to disburse $

to the account number(s) as specified below:

Wire:
Name of Bank:
ABA No.:
Account Number:
Account Name:
Amount:
Re:
Check:
Name of Vendor:
Address:
City/State/Zip
Invoice #:
Amount:

v:

kt—/

Payee #2
Wire:
Name of Bank:
ABA No.:
AecountNumber:
Account Name:
Amount:
Re:
Check:
Name of Vendor:
Address:
City/State/Zip
Invoice #:
Amount:

IF “1 a

a
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By signing below, Lessee authorizes Lessor to issue checks or direct fund transfers to the payees, in the amounts, and per the
instructions (if applicable) set forth above. Lessee also acknowledges that it may be responsible for paying other fees directly to third
parties, such as Lessor’s counsel, and making other disbursements in connection with the lease transaction per the terms of the lease
documents. Lessor agrees to execute this Proceeds Disbursement Authorization not later than five (5) business days after Lessor’s
receipt of this Proceeds Disbursement Authorization. Lessor may rely and act on the instructions set forth herein and shall not be
responsible for the use or application of the funds. In the event of any conflict with any other instruction set forth herein, the ABA #
and Account # shall control.
IN WITNESS WHEREOF, the Lessee has caused this Proceeds Disbursement Authorization to be executed as of the day and year
first above written.
CITY OF LOS ANGELES
(Lessee)
By:
Title:
JPMORGAN CHASE BANK, N.A.
(Lessor)
By:
Title:

Authorized Officer

I
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Attachment C - Escrow Agreement

ESCROW AGREEMENT
(Gross Fund-Earnings to Lessee)
Dated as of: November 15,2017
This Escrow Agreement together with all addenda, riders and attachments hereto, as the
same may from time to time be amended, modified or supplemented (“Agreement”) is made and
entered as of the date set forth above by and among Deutsche Bank Trust Company Americas
(“Escrow Agent”), City of Los Angeles (“Lessee”) and JPMorgan Chase Bank, N.A. (“Lessor”).
As used herein, “Party” shall mean any of Lessee, Lessor or Escrow Agent, and “Parties” shall
mean all of Lessee, Lessor and Escrow Agent. The Parties hereby authorize the Escrow Agent to
act as escrow agent hereunder. All references to Escrow Agent shall mean Deutsche Bank Trust
Company Americas in its capacity as escrow agent only, and all references to Lessor shall mean
JPMorgan Chase Bank, N.A. in its capacity as lessor only.
For good and valuable consideration, receipt of which is hereby acknowledged, the
parties hereto agree as follows:
SECTION 1. RECITALS.
1.01.
Lessor and Lessee have entered into the Lease identified below whereby Lessor
has agreed to lease and sell certain property generally described in the attached Schedule A-l
(the “Equipment”) to Lessee, and Lessee has agreed to lease and purchase the Equipment from
Lessor, in the manner and on the terms set forth in the Lease.
1.02. Lease” means, collectively, the Lease-Purchase Agreement No. [
J
together with all exhibits, schedules, addenda, riders and attachments thereto, including without
limitation the Lease Schedule. The Escrow Agent shall neither be responsible for, nor chargeable
with, knowledge of, nor have any requirements to comply with, the terms and conditions of any
other agreement, instrument or document between Lessee and Lessor, in connection herewith, if
any, including without limitation the Lease, nor shall the Escrow Agent be required to determine
if any person or entity has complied with any such agreements, nor shall any such obligations of
the Escrow Agent be inferred from the terms of such agreements, even though reference thereto
may be made in this Agreement. In the event of any conflict between the terms and provisions of
this Agreement, those of the Lease, any schedule or exhibit attached to this Agreement, or any
other agreement among the Parties, the terms and conditions of this Agreement shall control.
1.03.
LESSOR’S DEPOSIT: $[21,108,102],00 Lessor shall pay or cause to be paid to
the Escrow Agent the amount of the Lessor’s Deposit. The date that the Lessor’s Deposit is paid
to the Escrow Agent shall be referred to as the “Lessor’s Deposit Date”. Escrow Agent shall
credit the Lessor’s Deposit to the Equipment Acquisition Fund established in Section 2 hereof on
the Lessor’s Deposit Date. To the extent that the purchase price of the Equipment exceeds the
Lessor’s Deposit, Lessee shall either notify Escrow Agent and then deposit with Escrow Agent
funds which will be credited to the Equipment Acquisition Fund and used to pay the balance of
the purchase price of the Equipment or Lessee shall pay such balance directly to the suppliers.
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1.04. FUNDING EXPIRATION DATE: [May 15, 2019] (“Funding Expiration Date”).
Lessee and Lessor agree that all Equipment should be delivered and installed, and all funds
disbursed from the Equipment Acquisition Fund, no later than the above Funding Expiration
Date.
1.05. Under the Lease, Lessee will cause each item of Equipment to be ordered from
the applicable suppliers. Lessee shall furnish to Lessor as soon as available, a copy of the
purchase orders or purchase contracts for all Equipment ordered pursuant to the Lease, showing
the supplier, the purchase price and the estimated delivery dates.
1.06. Subject to such control by Lessee and Lessor as is provided herein, Lessor and
Lessee agree to appoint the Escrow Agent and the Escrow Agent accepts such appointment to
receive, hold, invest and disburse the moneys deposited with the Escrow Agent as described in
this Agreement. The Escrow Agent shall not be obligated to assume or perform any obligation of
Lessee or Lessor under the Lease or of any supplier with respect to any Equipment by reason of
anything contained in this Agreement. Escrow Agent shall have only those duties as are
specifically and expressly provided herein, which shall be deemed purely ministerial in nature,
and no other duties shall be implied. Any funds in the Equipment Acquisition Fund not needed to
pay the purchase price of Equipment will be paid to Lessor or Lessee, all as hereinafter provided.
1.07.
This Agreement is not intended to alter or change in any way the rights and
obligations of Lessor and Lessee under the Lease, but is entirely supplemental thereto. The
provisions of this Agreement may be waived, altered, amended or supplemented, in whole or in
part, only by a writing signed by all Parties.
1.08.
Each of the Parties hereto has authority to enter into this Agreement, and has
taken all actions necessary to authorize the execution of this Agreement by the officers whose
signatures are affixed hereto. Where, however, the conflicting provisions of any such applicable
law may be waived, they are hereby irrevocably waived by the Parties hereto to the fullest extent
permitted by law, to the end that this Agreement shall be enforced as written.
SECTION 2. EQUIPMENT ACQUISITION FUND.
2.01.
The Escrow Agent’s sole responsibility prior to the Lessor’s Deposit Date shall be
to establish an escrow account designated as the Equipment Acquisition Fund (the “Equipment
Acquisition Fund”). Escrow Agent shall keep such funds deposited into the escrow account
separate and apart from all other funds and money held by it, and shall administer such funds as
provided in this Agreement. Escrow Agent’s rights and responsibilities under this Agreement,
other than establishment of the Equipment Acquisition Fund, shall begin on the Lessor’s Deposit
Date, which may be on or after the date of this Agreement.
2.02.
The Lessor’s Deposit and any funds deposited by Lessee under Section 1.03
hereof shall be credited to the Equipment Acquisition Fund on the Lessor’s Deposit Date and
shall be used to pay the balance of the purchase price of each item of Equipment subject to the
Lease. The Escrow Agent shall pay to the suppliers of the Equipment the payment amounts then
due and payable with respect thereto within two business days of receipt of a written request
executed by an Authorized Representative (as defined in Section 7) of the Lessor, delivered to
2
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the Escrow Agent in accordance with Section 9.02 (a “Receipt Certificate/Payment Request”),
and after the Escrow Agent has satisfied any applicable security procedures as required by
Section 7. Each Receipt Certificate/Payment Request will specify the supplier/beneficiary, its
address or wire instructions and the applicable portion of the Equipment Acquisition Fund to be
paid. As between Lessee and Lessor only, Lessee agrees that it will submit to Lessor for Lessor’s
signature a Receipt Certificate/Payment Request that has been executed by Lessee together with
(a) the suppliers’ invoices specifying the applicable portion of the purchase price of the items of
Equipment described in said Receipt Certificate, (b) if the item of Equipment is a titled vehicle, a
copy of the title application prepared by the supplier covering such item showing Lessor as first
and sole lienholder, and (c) any other documents required by the Lease, Lessee agrees that
Lessor shall not be obligated to execute any such Receipt Certificate until all of the foregoing
have been submitted to Lessor, and assuming submission of all of the foregoing to Lessor,
Lessor agrees to execute such Receipt Certificate/Payment Request not later than five (5)
business days after Lessor’s receipt of such Receipt Certificate/Payment Request for Lessor’s
signature.
2.03.
If an Authorized Representative of the Lessor delivers to the Escrow Agent
written notice of the occurrence of an event of default under the Lease, then the Escrow Agent
shall immediately remit to Lessor the remaining balance of the Equipment Acquisition Fund and
Lessee shall be deemed to have prepaid the principal portion of unpaid Rent Payments from and
to the extent of such remaining balance. After its receipt of a notice of an event of default under
the Lease, the Escrow Agent shall comply with all written instructions from an Authorized
Representative of Lessor without further consent from Lessee or any other person. After its
receipt of a notice of an event of default under the Lease, the Escrow Agent shall not accept or
act upon any instruction from Lessee nor shall it permit any distribution or release of any part of
the Equipment Acquisition Fund without written authorization from an Authorized
Representative of the Lessor.
2.04.
Upon the Escrow Agent’s receipt of a Full Funding Notice (as defined below), the
Escrow Agent shall apply the balance remaining in the Equipment Acquisition Fund toward a
partial prepayment of the principal portion of the unpaid Rent Payments and thereupon Lessor
shall prepare and deliver to Lessee a revised Payment Schedule reflecting such partial
prepayment of the principal portion of the unpaid Rent Payments. “Full Funding Notice” means
written notification by an Authorized Representative of the Lessor to the Escrow Agent of the
Lessor’s receipt of the Final Receipt Certificate/Payment Request which confirms that all
Equipment covered by the Lease has been delivered to and accepted by Lessee under the Lease
and that the full purchase price of all Equipment covered by the Lease to be paid from the
Lessor’s Deposit has been paid to the applicable suppliers.
2.05.
Upon the Funding Expiration Date stated in Section 1.04 above, the Escrow
Agent shall apply the remaining balance in the Equipment Acquisition Fund toward a partial
prepayment of the principal portion of the unpaid Rent Payments and thereupon Lessor shall
prepare and deliver to Lessee a revised Payment Schedule reflecting such partial prepayment of
the principal portion of the unpaid Rent Payments. Upon the Funding Expiration Date stated in
Section 1.04 above, the Escrow Agent shall apply the interest earnings on the Equipment
Acquisition Fund as set forth in Section 2.04 above.
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2.06.
The Escrow Agent shall not be responsible for the sufficiency of the moneys
credited to the Equipment Acquisition Fund to make the payments herein required.
2.07.
This Agreement shall terminate upon disbursement by the Escrow Agent of all
money held by it hereunder, subject to the provisions of Section 4.
SECTION 3. MONEY IN EQUIPMENT ACQUISITIONS FUND; INVESTMENT.
3.01.
The money and investments held by the Escrow Agent under this Agreement (the
“Escrow Property”) are irrevocably held in escrow for the benefit of Lessee and Lessor, and such
money, together with any income or interest earned thereon, shall be expended only as provided
in this Agreement, and shall not be subject to any security interest or lien, by or for the benefit of
any creditor of either Lessee or Lessor; provided, that the money and investments held by the
Escrow Agent under this Agreement shall be subject to the security interests provided in
Sections 3.07 and 4.03 hereof and further shall be subject to Section 12.04.
3.02.
Money held by the Escrow Agent hereunder shall be invested and reinvested by
the Escrow Agent at the written direction executed by an Authorized Representative of Lessee in
Qualified Investments (as defined below). Such investments shall be registered in the name of
the Escrow Agent and held by the Escrow Agent. The Escrow Agent may purchase or sell to
itself or any affiliate, as principal or agent, investments authorized by this Section. Such
investments and reinvestments shall be made giving consideration for the time at which funds are
required to be available. No investment instruction shall be given that would cause this
Agreement to be deemed an “arbitrage bond” within the meaning of Section 148(a) of the
Internal Revenue Code of 1986, as amended.
3.03.
The Escrow Agent shall have no discretion whatsoever with respect to the
management, disposition or investment of the Equipment Acquisition Fund. Lessee
acknowledges and agrees that all investments made pursuant to this section shall be for the
account and risk of Lessee and any losses associated with investments shall be borne solely by
Lessee. Escrow Agent shall from time to time invest and reinvest the funds held in the
Equipment Acquisition Fund account, as and when instructed by an Authorized Representative
of Lessee, in writing, in any one or more of the following (hereinafter, “Qualified Investments”):
(a) obligations of the United States of America or any agency created thereby; (b) general
obligations of any State of the United States of America; (c) general obligations of any political
subdivision of a State of the United States of America, if such obligations are rated by at least
two recognized rating services as at least AA; (d) certificates of deposit of any national bank or
banks (including, if applicable, Escrow Agent or an affiliate of Escrow Agent) insured by the
Federal Deposit Insurance Corporation (FDIC) with a net worth in excess of $100,000,000.00
(“Acceptable Bank”); (e) obligations of State or Municipal Public Housing Authorities chartered
by the United States of America and guaranteed by the United States of America; (f) demand
interest bearing accounts of Escrow Agent or an affiliate of Escrow Agent if Escrow Agent or an
affiliate of Escrow Agent is an Acceptable Bank; (g) money market funds whose assets are
solely invested in obligations listed in (a) through (f) above, including repurchase agreements
secured by such obligations and which money market funds are rated in either of the two highest
categories of any Rating Agency at the time of purchase, including, without limitation, the
Deutsche Bank Trust Company Americas Funds, or any other mutual fund for which the Escrow
4
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Agent or an affiliate of the Escrow Agent serves as investment manager, administrator,
shareholder servicing agent, and/or custodian or subcustodian, notwithstanding that (1) the
Escrow Agent or an affiliate of the Escrow Agent receives fees from such funds for services
rendered, (2) the Escrow Agent charges and collects fees for services rendered pursuant to this
Agreement, which fees are, separate from the fees received from such funds and (3) services
performed for such funds and pursuant to this Agreement may at times duplicate those provided
to such funds by the Escrow Agent or its affiliates; and (h) any other obligations approved in
writing by Lessor. Unless otherwise directed in writing by an Authorized Representative of the
Lessee, the Escrow Agent shall invest the Equipment Acquisition Fund, including all income
earnings, as selected by the Lessee on Schedule 1 hereto (“Schedule 1”) upon the execution of
this Agreement. In the event that no election is made by an Authorized Representative of Lessee
by the Lessor’s Deposit Date, Escrow Agent shall invest the Equipment Acquisition Fund in an
investment available through the Escrow Agent’s Trust Platform or in an interest bearing account
that the Escrow Agent has agreed to and upon written direction to the Escrow Agent.
3.04.
If any of the above-described Qualified Investments are not legal investments of
Lessee, then an Authorized Representative of the Lessee shall immediately notify Escrow Agent
which of said Qualified Investments are not legal investments of Lessee, and shall provide
Escrow Agent with direction to invest funds in accordance with Section 3.03. It is the sole
responsibility of the Lessee to ascertain that all investments comply with all applicable federal,
state, and local laws, statues, and policies.
3.05.
The Escrow Agent shall, without further direction, sell such investments as and
when required to make any payment from the Equipment Acquisition Fund. Any income
received on such investments shall be credited to the Equipment Acquisition Fund.
3.06.
The Escrow Agent shall furnish a monthly statement listing all investments to
Lessor and to Lessee. The Escrow Agent shall not be responsible or liable for any loss suffered
in connection with any investments of moneys made by it in accordance with this Section.
Market values, exchange rates and other valuation information (including without limitation,
market value, current value or notional value) of any Qualified Investment furnished in any
report or statement may be obtained from third party sources and is furnished for the exclusive
use of the Parties. The Escrow Agent has no responsibility whatsoever to determine the market
or other value of any Qualified Investment and makes no representation or warranty, express or
implied, as to the accuracy of any such valuations or that any values necessarily reflect the
proceeds that may be received on the sale of a Qualified Investment.
3.07.
Lessee hereby grants Lessor a security interest in the money and investments held
by the Escrow Agent under this Agreement as collateral security for the payment and
performance of all of Lessee’s obligations under the Lease, this Agreement and any agreement,
contract or instrument related to the Lease or this Agreement. Lessee represents and warrants to
Lessor that the money and investments held by the Escrow Agent under this Agreement are free
and clear of any liens, security interests or encumbrances other than the security interests created
under this Agreement. Escrow Agent hereby acknowledges that it holds the money and
investments held by the Escrow Agent under this Agreement subject to such security interest
created by Lessee as bailee for Lessor; provided, that Escrow Agent’s security interest in such
money and investments as created under Section 4.03 hereof shall be superior to Lessor’s
5
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security interest therein. It is understood that Escrow Agent has no responsibility with respect to
the validity or perfection of the security interest other than to act in accordance with the terms of
this Agreement.
SECTION 4. ESCROW AGENT’S AUTHORITY; INDEMNIFICATION.
4.01.
The Escrow Agent may: act in reliance upon any writing, notice, certificate,
instruction, instrument or signature which it, in good faith, believes to be genuine and to have
been signed by an Authorized Representative of the applicable Party or Parties; assume the
validity and accuracy of any statement or assertion contained in such a writing, notice,
certificate, instruction or instrument; and assume that any person purporting to give any such
writing, notice, certificate, instruction or instrument in connection with the provisions hereof has
been duly authorized to do so. Except as expressly provided otherwise in this Agreement, the
Escrow Agent shall not be liable in any manner for the sufficiency or correctness as to form of,
the manner of execution of, or the validity, accuracy or authenticity of any writing, notice,
certificate, instruction or instrument deposited with it, nor as to the identity, authority or right of
any person executing the same. The Escrow Agent shall not be liable for any action taken,
suffered or omitted to be taken by it except to the extent that a final adjudication of a court of
competent jurisdiction determines that the Escrow Agent’s active negligence or willful
misconduct was the primary cause of any loss to either Party. The Escrow Agent’s duties
hereunder (including, without limitation, its duties as to the safekeeping, investment and
disbursement of moneys in the Equipment Acquisition Fund) shall be limited to those
specifically provided herein.
4.02.
Lessee and Lessor jointly and severally shall, and with respect to Lessee to the
extent permitted by law, indemnify, defend and save harmless the Escrow Agent from any and
all claims, liabilities, losses, damages, fines, penalties and expenses (including reasonable out-of
pocket and incidental expenses and fees and expenses of in house or outside counsel) (“Losses”)
arising out of or in connection with (i) its execution and performance of this Agreement, except
to the extent and that such Losses are determined by a court of competent jurisdiction through a
final order to have been caused by the active negligence or willful misconduct of the Escrow
Agent, or (ii) its following any instructions or other directions from Lessee or the Lessor, except
to the extent that its following any such instruction or direction is expressly forbidden by the
terms hereof. The provisions of this Section 4.02 shall survive the termination of this Agreement
and the resignation or removal of the Escrow Agent for any reason. The indemnifications set
forth herein are intended to and shall include the indemnification of all affected agents, directors,
officers and employees of the Escrow Agent. In no event shall the Escrow Agent be liable for
special, incidental, punitive, indirect or consequential loss or damage of any kind whatsoever
(including but not limited to lost profits), even if the Escrow Agent has been advised of the
likelihood of such loss or damage and regardless of the form of action.
4.03. Lessee and Lessor hereby grant Escrow Agent a first priority security interest in
the money and investments held by the Escrow Agent under this Agreement as collateral security
for the costs and expenses of the foregoing of Section 4.02 and for any other expenses, costs,
fees or charges of any character or nature which may be incurred by the Escrow Agent (including
reasonable attorneys’ fees and court costs) relating to any suit (interpleader or otherwise) or other
dispute arising between Lessee and Lessor as to the correct interpretation of the Lease, this
6
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Agreement or any instructions given to the Escrow Agent hereunder, with the right of the Escrow
Agent, regardless of the instructions aforesaid, to hold the said property until and unless said
expenses, costs, fees and charges shall be fully paid.
4.04. Except as otherwise provided in accordance with Section 2.03 above, if Lessee or
Lessor disagree about the interpretation of the Lease or this Agreement, about their rights and
obligations under the Lease or this Agreement, or about the propriety of any action contemplated
by the Escrow Agent hereunder, then the Escrow Agent may, but shall not be required to, file an
appropriate civil action to resolve the disagreement. Lessee and Lessor shall pay all costs,
including reasonable attorneys’ fees, in connection with such action. Unless the Escrow Agent
has received a notice of an event of default under the Lease in accordance with Section 2.03
above, if Escrow Agent receives conflicting instructions from the Parties, the Escrow Agent shall
be entitled and fully protected in (a) suspending all or any part of its activities under this
Agreement until it shall be given a joint written direction executed by Authorized
Representatives of the Parties which eliminates such conflict or by a final court order or (b) file
an action in interpleader. Lessor and Lessee agree to pursue any redress or recourse in
connection with any dispute without making the Escrow Agent a party to the same.
4.05. Escrow Agent may execute any of its powers and perform any of its duties
hereunder directly or through affiliates or agents.
4.06.
The Escrow Agent may consult with counsel of its own choice and shall have full
and complete authorization and protection with the opinion of such counsel. The Escrow Agent
shall otherwise not be liable for any mistakes of facts or errors of judgment, or for any acts or
omissions of any kind unless caused by the Escrow Agent’s active negligence or willful
misconduct. None of the provisions contained in this Agreement shall require the Escrow Agent
to use or advance its own funds in the performance of any of its duties or the exercise of any of
its rights or powers hereunder.
SECTION 5. CHANGE OF ESCROW AGENT.
5.01. Upon agreement of the parties hereto, a national banking association or a state
bank having capital (exclusive of borrowed capital) and surplus of at least $10,000,000.00,
qualified as a depository of public funds, may be substituted to act as Escrow Agent under this
Agreement. Such substitution shall not be deemed to affect the rights or obligations of the parties
hereto. Upon any such substitution, the Escrow Agent agrees to assign to such substitute Escrow
Agent all of its rights under this Agreement.
5.02. The Escrow Agent may resign and be discharged from its duties hereunder at any
time by giving thirty (30) calendar days’ prior written notice of such resignation to the Lessee
and Lessor. The Lessee and Lessor may remove the Escrow Agent at any time by giving thirty
(30) calendar days’ prior written notice to the Escrow Agent. Upon such notice, a successor
escrow agent shall be appointed by the Lessor and Lessee, who shall provide written notice of
such to the resigning Escrow Agent. Such successor escrow agent shall become the escrow agent
hereunder upon the resignation or removal date specified in such notice. If the Lessor and Lessee
are unable to agree upon a successor escrow agent within thirty (30) days after such notice, the
Escrow Agent may, in its sole discretion, deliver the Equipment Acquisition Fund to the Lessor
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at the address provided herein or may apply to a court of competent jurisdiction for the
appointment of a successor escrow agent or for other appropriate relief. The costs and expenses
(including its attorneys’ fees and expenses) incurred by the Escrow Agent in connection with
such proceeding shall be paid by the Lessee and Lessor. Upon receipt of the identity of the
successor escrow agent, the Escrow Agent shall either deliver the Escrow Property then held
hereunder to the successor Escrow Agent, less the Escrow Agent’s fees, costs and expenses or
other obligations owed to the Escrow Agent to be paid from any interest earned in respect of the
Escrow Property, or hold any interest earned in respect of the Escrow Property (or any portion
thereof), pending distribution, until all such fees, costs and expenses or other obligations are
paid. Upon its resignation and delivery of the Escrow Property as set forth in this Section, the
Escrow Agent shall be discharged of and from any and all further obligations arising in
connection with the Escrow Property or this Agreement.
5.03.
The Escrow Agent may appoint an agent to exercise any of the powers, rights or
remedies granted to the Escrow Agent under this Agreement, to hold title to property or to take
any other action which may be desirable or necessary hereunder.
5.04.
Any corporation, association or other entity into which the Escrow Agent may be
converted or merged, or with which it may be consolidated, or to which it may sell or otherwise
transfer all or substantially all of its corporate trust assets and business to any corporation,
association or other entity resulting from any such conversion, sale, merger, consolidation or
other transfer to which it is a party, ipso facto, shall be and become successor escrow agent
hereunder, vested with all other matters as was its predecessor, without the execution or filing of
any instrument or any further act on the part of the parties hereto, notwithstanding anything
herein to the contrary.
SECTION 6. ADMINISTRATIVE PROVISIONS.
6.01.
The Escrow Agent shall keep complete and accurate records of all money
received and disbursed under this Agreement, which shall be available for inspection by Lessee
or Lessor, or the agent of either of them, at any time during regular business hours.
6.02.
This Agreement shall be construed and governed in accordance with the laws of
the State where Lessee is located. Each Party irrevocably waives any objection on the grounds of
venue, forum non-conveniens or any similar grounds and irrevocably consents to service of
process by mail or in any other manner permitted by applicable law and consents to the
jurisdiction of the courts located in the State where the Lessee is located. To the extent that in
any jurisdiction either Party may now or hereafter be entitled to claim for itself or its assets,
immunity from suit, execution, attachment (before or after judgment) or other legal process, such
Party shall not claim, and hereby irrevocably waives, such immunity.
6.03.
The Parties represent, warrant and covenant that each document, notice,
instruction or request provided by such Party to Escrow Agent shall comply with applicable laws
and regulations. Any provision of this Agreement found to be prohibited by law shall be
ineffective only to the extent of such prohibition, and shall not invalidate the remainder of this
Agreement.
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6.04.
This Agreement shall be binding upon and inure to the benefit of the Parties and
their respective successors and assigns. Any entity into which the Escrow Agent may be merged
or converted or with which it may be consolidated, or any entity to which all or substantially all
the escrow business may be transferred, shall be the Escrow Agent under this Agreement without
further act. Specifically, the term “Lessor” as used herein means any person or entity to whom
Lessor has assigned its right to receive Rent Payments under the Lease and any other payments
due to Lessor hereunder from and after the date when a written notice of such assignment is filed
with the Escrow Agent. Neither this Agreement nor any right or interest hereunder may be
assigned by any Party without the prior consent of Escrow Agent and the other Party; unless the
assignment is to JPMorgan Chase & Co., then consent will not be required.
6.05.
This Agreement 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 Agreement.
Except as expressly provided in Section 4 above, nothing in this Agreement, whether express or
implied, shall be construed to give to any person or entity other than Escrow Agent and the
Parties any legal or equitable right, remedy, interest or claim under or in respect of the
Equipment Acquisition Fund or this Agreement.
6.06.
All signatures of the Parties to this Agreement may be transmitted by a Portable
Document Format (“PDF”), and PDF will, for all purposes, be deemed to be the original
signature of such Party whose signature it reproduces, and will be binding upon such Party.
SECTION 7. SECURITY PROCEDURES.
In the event funds transfer instructions are given (whether in writing or by PDF),
executed by the appropriate Party or Parties as evidenced by the signatures of the person or
persons signing this Agreement or one of their designated persons as set forth in Schedule 2
(each an “Authorized Representative”), and delivered to the Escrow Agent in accordance with
Section 9.02, the undersigned is authorized to certify that the signatories on Schedule 2 are
specimen signatures of each of their respective Authorized Representatives. The Escrow Agent
and the beneficiary’s bank in any funds transfer may rely solely upon any account numbers or
similar identifying numbers provided by the Lessee or Lessor to identify (i) the beneficiary,
(ii) the beneficiary’s bank, or (iii) an intermediary bank. The Escrow Agent may apply any of the
escrowed funds for any payment order it executes using any such identifying number, even
where its use may result in a person other than the beneficiary being paid, or the transfer of funds
to a bank other than the beneficiary’s bank or an intermediary bank designated. The Lessor and
Lessee acknowledge that these security procedures are commercially reasonable.
SECTION 8. ESCROW AGENT FEES.
$1500 (“Administration Fee”). As compensation for Escrow Agent’s services hereunder,
Lessor agrees to pay Escrow Agent the above Administration Fee. In addition, Lessee agrees to
reimburse Escrow Agent for its reasonable out-of-pocket costs and expenses and any reasonable
extraordinary fees and expenses for performing its obligations hereunder (including, but not
limited to, reasonable attorney’s fees and expenses) and to pay all other amounts expressly due
and payable to Escrow Agent hereunder. The Escrow Agent may impose, charge, pass-through
and modify fees and/or charges for any account established and services provided by the Escrow
9
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Agent, including but not limited to, transactions, maintenance, balance-deficiency, and service
fees, agency or trade execution fees, and other charges, including those levied by any
governmental authority.
SECTION 9. NOTICES.
9.01. Notwithstanding anything to the contrary as set forth Section 9.02, any notices
and demands under or related to this document shall be in writing and delivered to the intended
Party at its address stated herein. Notice shall be deemed sufficiently given or made (a) upon
receipt if delivered by hand, (b) on the Delivery Day after the day of deposit with a nationally
recognized courier service, (c) on the third Delivery Day after the day of deposit in the United
States mail, sent certified, postage prepaid with return receipt requested, and (d) upon receipt if
delivered by confirmed facsimile. “Delivery Day” means a day other than a Saturday, a Sunday,
or any other day on which national banking associations are authorized to be closed. Any Party
may change its address for the purposes of the receipt of notices and demands by giving notice of
such change in the manner provided in this provision.
9.02. Any instructions setting forth, claiming, containing, objecting to, or in any way
related to the transfer or distribution of funds, including but not limited to any such funds
transfer instructions that may otherwise be set forth in a written instruction permitted pursuant to
Section 2 of this Agreement, shall be given to the Escrow Agent in writing, be executed by an
Authorized Representative and sent as a PDF attached to an email only. No instruction for or
related to the transfer or distribution of the Equipment Acquisition Fund shall be deemed
delivered and effective unless Escrow Agent actually shall have received it on a Delivery Day as
a PDF attached to an email only at the email address set forth in this Section 9.02 and as
evidenced by a confirmed transmittal to the Party’s or Parties email address and Escrow Agent
has been able to satisfy any applicable security procedures as may be required hereunder. The
Escrow Agent shall not be liable to any Party or other person for refraining from acting upon any
instruction for or related to the transfer or distribution of the Equipment Acquisition Fund if
delivered to any other fax number or email address, including but not limited to a valid email
address of any employee of the Escrow Agent. The Lessor and Lessee acknowledge that there
are certain security, corruption, transmission error and access availability risks associated with
using open networks such as the internet and the Parties hereby expressly assume such risks.
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Notices shall be addressed as follows:

(0

If to the Lessee:
Attn: Debt Management Group
Office of the City Administrative Officer
City of Los Angeles
200 North Main Street, Room 1500
Telephone Number:________________
Fax Number:

(ii)

If to the Lessor:
JPMORGAN CHASE BANK, N.A.
1111 POLARIS PARKWAY, SUITE A-3
MAIL CODE OH1-1085
COLUMBUS, OHIO 43240
Attention: GNPH Operations Manager
Fax Number: 866-276-4068

(hi)

If to the Escrow Agent:
DEUTSCHE BANK TRUST COMPANY AMERICAS
60 WALL STREET, 16th Floor
NEW YORK, NY 10005
Attn: DBNY MP Escrow
Fax: 732-578-4593
Email: dbny-mpescrow@list.db.com

SECTION 10.

FORCE MAJEURE.

Notwithstanding any other provision of this Agreement, no Party to this Agreement is
liable to any other Party for losses due to, or if it is unable to perform its obligations under the
terms of this Agreement because of acts of God, war, terrorism, fire, floods, strikes, electrical
outages, equipment or transmission failures, or other causes reasonably beyond its control.
SECTION 11.

JURY WAIVER.

ALL PARTIES TO THIS AGREEMENT OTHER THAN LESSEE WAIVE ALL
RIGHTS TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTER CLAIM
BROUGHT BY ANY PARTY AGAINST ANOTHER PARTY ON ANY MATTER
WHATSOEVER ARISING OUT OF, IN CONNECTION WITH OR IN ANY WAY RELATED
TO THIS AGREEMENT.
SECTION 12.

MISCELLANEOUS.

12.01.
Patriot Act Section 326 Customer Identification Program. In order to
comply with the laws, rules, regulations and executive orders in effect from time to time
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applicable to banking institutions, including, without limitation, those relating to the funding of
terrorist activities and money laundering, including Section 326 of the USA PATRIOT Act of
the United States (“Applicable Law”), the Escrow Agent are required to obtain, verify, record
and update certain information relating to individuals and entities which maintain a business
relationship with the Escrow Agent. Accordingly, each of the parties agree to provide to the
Escrow Agent, upon their request from time to time such identifying information and
documentation as may be available for such party in order to enable the Escrow Agent to comply
with Applicable Law.
12.02. Taxpayer Identification Numbers (“TINs”). The other Parties have provided
the Escrow Agent with their respective fully executed Internal Revenue Service (“IRS”) Form
W-8, or W-9 and/or other required documentation. The other Parties each represent that its
correct TIN assigned by the IRS, or any other taxing authority, is set forth in the delivered forms.
12.03.
Tax Reporting. All interest or other income earned under this Agreement shall be
allocated to the Lessee and reported by the Escrow Agent to the IRS, or any other taxing
authority, on IRS Form 1099 or 1042S (or other appropriate form) as income earned from the
Equipment Acquisition Fund by the Lessee whether or not said income has been distributed
during such year. The Lessor and Lessee hereby represent to the Escrow Agent that no other tax
reporting of any kind is required given the underlying transaction giving rise to this Agreement.
Escrow Agent shall withhold any taxes it deems appropriate, including but not limited to
required withholding, in the absence of proper tax documentation or as required by law, and shall
remit such taxes to the appropriate authorities.
12.04.
Court Orders. In the event that any of the Equipment Acquisition Fund shall be
attached, garnished, levied upon, or otherwise be subject to any court order, or the delivery
thereof shall be stayed or enjoined by an order of a court, the Escrow Agent is hereby expressly
authorized, in its sole discretion, to obey and comply with all such orders so entered or issued,
which it is advised by legal counsel of its own choosing is binding upon it, whether with or
without jurisdiction, and in the event that the Escrow Agent obeys or complies with any such
order it shall not be liable to any of the Parties hereto or to any other person by reason of such
compliance notwithstanding such order be subsequently reversed, modified, annulled, set aside
or vacated.
[The next page is the signature page.]
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IN WITNESS WHEREOF, the parties have executed this Agreement.
CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer

ATTEST:
HOLLY L. WOLCOTT, CITY CLERK

By:
Deputy City Clerk

APPROVED AS TO FORM:
MICHAEL N. FEUER, CITY ATTORNEY

By:
Deputy City Attorney
DEUTSCHE BANK TRUST COMPANY
AMERICAS. as escrow agent
(Escrow Agent)

By:
Title:

By:
Title:

Attachments: Schedule 1 (Investment Authorization)
Schedule 2 (Name/telephone # of call-back person(s) designated by Section 7
above)

S-l
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Schedule 1
Investment Authorization
Lessee:

City of Los Angeles

Lease No.:

L

Investment:

SELECT QUALIFIED INVESTMENT BELOW

During the term of this Agreement, the Equipment Acquisition Fund shall remain
in a Non-Interest Bearing Account.
[ ]

A money market mutual fund, including without limitation a JPMorgan Money
Market Mutual Fund (collectively, “MMMF”), as selected by Lessee below.
[ ]

Check One (if the money market mutual fund option is selected above):
JPMorgan Prime Money Market Fund Morgan Shares (283)
JPMorgan U.S. Government Money Market Fund Morgan Shares (3916)
JPMorgan U.S. Treasury Plus Money Market Fund Morgan Shares (3919)
JPMorgan Federal Money Market Fund Morgan Shares (353)
JPMorgan 100% U.S. Treasury Money Market Fund Morgan Shares (677)
JPMorgan Tax Free Money Market Fund Morgan Shares (2)
Federated U.S. Treasury Cash Reserves Money Market Fund Institutional Service
Shares (632)
Federated Government Obligations Tax-Managed Money Market Fund
Institutional Service Shares (637)
Federated Treasury Obligations Money Market Fund Institutional Service Shares
(398)
Federated Government Obligations Money Market Fund Institutional Service
Shares (395)
Notes related to MMMFs:
1)

An investment in any of the above investment options is subject to the availability
of such money market mutual fund. If the selected investment is not available at
the present time you will be contacted by a Deutsche Bank Trust Company
Americas representative.

2)

Each investment instrument above has a rating not lower than the highest rating
category from both Standard & Poor’s and Moody’s.

3)

Lessee acknowledges that an affiliate of Escrow Agent, Deutsche Bank Trust
Company Americas, serves as investment manager for the selected MMMF and
receives fees from the invested funds for services rendered separate from the fees
for services rendered by Escrow Agent as further provided within this Agreement.
MMMFs have rates of compensation that may vary from time to time based upon
market conditions. The Escrow Agent shall not be responsible or liable for any
Schedule 1-1
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loss suffered in connection with any investments of moneys made by it in
accordance with Section 3 of the Agreement.
4)

The Lessee, hereby acknowledges and confirms that it makes its own investment
decisions and has not been offered any advice or recommendation on investing in
any MMMF and if selected above, is based upon Lessee’s independent review of
prospectuses previously delivered to Lessee. The Lessee recognizes and agrees
that the Escrow Agent has not and will not provide supervision, recommendations
or advice relating to either the investment of moneys held in the Equipment
Acquisition Fund account or the purchase, sale, retention or other disposition of
any Qualified Investment.

5)

Market values, exchange rates and other valuation information (including without
limitation, market value, current value or notional value) of any MMMF furnished
in any report or statement may be obtained from third party sources and is
furnished for the exclusive use of the Lessee and Lessor. Escrow Agent has no
responsibility whatsoever to determine the market or other value of any MMMF
or other non-cash Qualified Investments and makes no representation or warranty,
express or implied, as to the accuracy of any such valuations or that any values
necessarily reflect the proceeds that may be received on the sale of an MMMF or
such Qualified Investments.

6)

SHAREHOLDER SERVICES FEES: Lessee acknowledges that the Fund is
authorized to make payments from its management fee or any other source
available to parties such as banks or broker-dealers (“Service Organizations”) that
provide shareholder support services to the Fund and that Service Organizations
currently are compensated at a rate of up to the Maximum Rate of .50% annually
of the average net assets of each Fund with respect to which they provide or have
provided shareholder support services. Lessee further acknowledges that
Deutsche Bank Trust Company Americas is a Service Organization and is paid,
and hereby consents to such payment, by the Fund up to the Maximum Rate
annually of the average daily balance of the Account invested in the Fund for
shareholder support services rendered to the Fund by Deutsche Bank Trust
Company Americas, which services may include, without limitation, answering
client’s inquiries regarding the Fund, assistance to clients in changing dividend
options, account designations and addresses, processing purchase and redemption
transactions, providing periodic statements showing a client’s account balance
and the integration of such statement with other transactions, arranging for
Deutsche Bank Trust Company Americas wires, and providing such other
information and services as the Fund’s distributor or Lessee reasonably may
request. Lessee further acknowledges that the Fund may purchase securities from
or through Deutsche Bank Trust Company Americas or its affiliates, may engage
in repurchase transactions with Deutsche Bank Trust Company Americas or its
affiliates, may place funds on deposit in accounts with Deutsche Bank Trust
Company Americas or its affiliates and receive interest income thereon and may
obtain other services from Deutsche Bank Trust Company Americas for which
Deutsche Bank Trust Company Americas is paid a fee.
Schedule 1-2
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This investment authorization and direction will remain in effect until and unless expressly
revoked or superseded in writing and shall specify the type and identity of the investments to be
purchased and/or sold.
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Schedule 2
Telephone Number(s) and Signature(s) for Person(s) Designated to Give Funds
Transfer Instructions
If from Lessee:
Name

Telephone Number

1. Natalie R. Brill

(213) 473-7526

2. Benjamin Ceja

(213) 978-7688

3. Patricia J. Huber

(213) 978-0605

Signature

If from Lessor:
Name

Telephone Number

Signature

1. Timothy L. Ellerbrock

614-213-7645

(Standing Signature on File)

2. Mary Heubach

614-213-1557

(Standing Signature on File)

3. Nate J. Ruhe

614-213-3859

(Standing Signature on File)

4. Britney Posey

614-217-8827

(Standing Signature on File)

5. Kelsey A. Bruck

614-213-9516

(Standing Signature on File)

All instructions, including but not limited to funds transfer instructions, whether transmitted by
facsimile or set forth in a PDF attached to an email, must include the signature of the Authorized
Representative authorizing said funds transfer on behalf of the Party.
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Schedule A-l
(Equipment List)
Expected Equipment Purchase Price:

$[21,108,102]

Less Down Payment/Discount:

$0

Net Amount Financed:

$[21,108,102]

Equipment Description:

[See attached pages]

TOGETHER WITH ALL ATTACHMENTS, ADDITIONS, ACCESSIONS, PARTS,
REPAIRS, IMPROVEMENTS, REPLACEMENTS AND SUBSTITUTIONS THERETO.
This Schedule A-l is attached to the Lease No. [

J-
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ESCROW FUNDING SCHEDULE ADDENDUM
Dated as of: November 15,2017
Lease-Purchase Agreement No.:
Lessee:

L

]
CITY OF LOS ANGELES

Escrow Agent:

DEUTSCHE
AMERICAS

BANK

TRUST

Escrow Agreement dated as of:

November 15, 2017

Amount To Be Deposited Into Escrow:

$[21,108,102],00 (“Lessor’s Deposit”)

COMPANY

Reference is made to the above Lease-Purchase Agreement No. [
] (“Lease”)
by and between JPMORGAN CHASE BANK, N.A. (“Lessor”) and the above lessee
(“Lessee”). This Addendum amends and modifies the terms and conditions of the Lease and is
hereby made a part of the Lease. Unless otherwise defined herein, capitalized terms defined in
the Lease shall have the same meaning when used herein.
NOW, THEREFORE, as part of the valuable consideration to induce the execution of the
Lease, Lessor and Lessee hereby agree to amend the Lease as follows:
Lessee and Lessor together with the above Escrow Agent (“Escrow Agent”) have
entered into the above Escrow Agreement (“Escrow Agreement”) establishing a fund
(“Equipment Acquisition Fund”) from which the Purchase Price of the Equipment will be paid.
1.

2.
Lessor shall deposit such amount into escrow as is required by the Escrow
Agreement, which amount shall be credited to the Equipment Acquisition Fund. Lessee shall pay
the balance of the Purchase Price of the Equipment, either by deposit in escrow to the Equipment
Acquisition Fund or by direct payment to the Suppliers of the Equipment.
3.
The Lease Term of the Lease shall commence on November 15, 2017.
Notwithstanding the statements regarding delivery and acceptance of the Equipment in the Lease
Schedule, the parties acknowledge that the Equipment will be accepted as provided in the
Escrow Agreement.
4.
The delivery of documents and the satisfaction of any other conditions required
by the Escrow Agreement or this Addendum shall be additional Funding Conditions for the
Lease.
5.
Upon Lessee’s execution of the Escrow Agreement, Lessee hereby represents and
warrants to Lessor that: (a) Lessee has full power, authority and legal right to execute and deliver
the Escrow Agreement and to perform its obligations under the Escrow Agreement, and all such
actions have been duly authorized by appropriate findings and actions of Lessee’s governing
body; (b) the Escrow Agreement has been duly executed and delivered by Lessee and constitutes
a legal, valid and binding obligation of Lessee, enforceable in accordance with its terms; and
(c) the Escrow Agreement is authorized under, and the authorization, execution and delivery of
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the Escrow Agreement complies with, all applicable federal, state and local laws and regulations
(including, but not limited to, all open meeting, public bidding and public investment laws) and
all applicable judgments and court orders.
6.
The opinion of Lessee’s legal counsel will include statements to the same effect
as the representations of Lessee in paragraph 5 above.
7.
If there is a partial prepayment of Rent Payments pursuant to the terms of either
Section 2.04 or Section 2.05 of the Escrow Agreement, then in addition to the payment of the
principal portion of the Rent Payments to be prepaid, a Break Funding Charge (as defined below)
shall be due and payable if (i) exceeds (ii) where (i) equals the interest portion of each of such
Rent Payments to be prepaid calculated at the interest rate swap rate including any forward rate
swap, if any, which Lessor shall be deemed to have entered into on the date the Lease was
originally funded, and (ii) equals the interest portion of each of such Rent Payments to be
prepaid calculated at the interest rate swap rate which Lessor shall be deemed to have entered
into on the date of prepayment (the “Replacement Swap”). The “Break Funding Charge” equals
the present value of the difference between (i) and (ii) for each interest period, discounted to a
net present value as of the date of prepayment using the fixed interest rate of the Replacement
Swap. Lessee acknowledges that (i) Lessor might not fund or hedge its fixed-rate loan portfolio
or any prepayment thereof on a loan-by-loan basis at all times, and agrees that the Break Funding
Charge is a reasonable and appropriate method of calculating liquidated damages for any
prepayment irrespective of whether any of the foregoing hedging transactions have in fact
occurred or occurred precisely as stated with respect to the Lease and (ii) all calculations and
determinations by the Lessor of the Break Funding Charge or of any element thereof, if made in
accordance with its then standard procedures for so calculating or determining such amounts,
shall be conclusive absent manifest arithmetic error.
8.
Except as expressly amended by this Addendum and other modifications signed
by Lessor, the Lease remains unchanged and in full force and effect.
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IN WITNESS WHEREOF, the parties hereto have executed this Addendum as of the date
first referenced above.
CITY OF LOS ANGELES
(Lessee)

JPMORGAN CHASE BANK. N.A.
(Lessor)

By:

By:

Title:

Title: Authorized Officer

ATTEST:
HOLLY L. WOLCOTT, CITY CLERK
By:
Deputy City Clerk

APPROVED AS TO FORM:
MICHAEL N. FEUER, CITY ATTORNEY
By:
Deputy City Attorney
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