
State of Wisconsin

Master Lease Program – FAQs
What is the State of Wisconsin Master Lease Program?

The State of Wisconsin Master Lease Program is a capital lease/lease purchase agreement for capitalized assets. Since its inception in 1992, this centralized program has financed nearly $500 million of equipment items. This program is administered by the Department of Administration Capital Finance Office.

Who can use the Master Lease Program?

The Master Lease Program is available to ALL state agencies.

What can the Master Lease Program be used to finance?

The Master Lease Program is available for financing equipment and intangibles associated with the equipment. Maintenance agreements, contractual services or other related services must be classified as a capitalized asset to be eligible for financing through the Master Lease Program. The following are examples of equipment/assets that can be financed with the Master Lease Program.
	· Personal computers/Laptops
	· Pre-package/off-the-shelf software

	· Servers
	· Information technology infrastructure

	· Printers
	· Trucks/vehicles

	· Communication infrastructure
	· “Systems” development (ITS, ICS, WiSACWIS)

	· Office/systems furniture
	· Energy performance contracts (WEI-3 program)

	· Golf course maintenance equipment
	


What can the Master Lease Program NOT be used to finance?
The Master Lease Program cannot finance the acquisition of or improvements to buildings, real estate or land. In addition, the State of Wisconsin CANNOT have any “prior economic interest” in equipment to be financed through the Master Lease Program. The following are examples of other equipment/assets that CANNOT be financed via the Master Lease Program. 

	· Operating and maintenance expenses
	· Cash management needs


What items may present challenges to being finance through the Master Lease Program?

Please contact the Capital Finance Office as soon as possible if you are considering the using the Master Lease Program to finance the following.

	· Procurement of equipment from another State Agency (BSI)

	· Wages/fringe benefits of state workers developing a system


What if I want to finance an information technology (IT) “systems” development project?
The Master Lease Program does finance IT “systems” development projects, however, additional review of your request will be done by the Department of Administration - Division of Enterprise Technology (DET). It is recommended to commence discussions with the Capital Finance Office and DET as soon as possible for these types of projects. The following documents are currently required by DET when submitting these types of projects for financing via the Master Lease program. Please note that the following is subject to change as a result of the recommendations published in April 2007 by the Legislative Audit Bureau (A Review Information Technology Projects).
Schedule of deliverables 
· includes the projected completion dates and costs for each deliverable/module of the project.

Risk identification and mitigation plan
· identifies not only the risks associated with the project, but also the steps needed to mitigate or control such risks.
Detailed business case justification/business drivers/benefits enumeration/return on investment

· states why the project should be undertaken, the benefits which will result upon completion, as well as return on investment.

What is the lease payment term length?

The Master Lease payment term cannot exceed the expected useful life of the financed equipment/asset. In addition, no Master Lease payment term can exceed seven (7) years and no Master Lease payment term for information technology items can generally exceed three (3) years. The exception to the seven (7) year rule are Wisconsin Energy Initiative-3 projects which have a maximum lease term of 15 years.
What interest rate is charged?

The Master Lease Program uses an assumed rate (currently 6.00%) when preparing estimated lease payment schedules; the actual rate on a Master Lease Schedule should be less than the assumed rate, but is subject to market conditions at the time the lease obligation originates. Future market conditions may require that the Master Lease Program use a different interest rate when preparing estimated lease payment schedules.
When are lease payments due?

Lease payments are due to US Bank (the trustee) on March 1 and September 1, however, payments are withdrawn from agency accounts on or about February 15 and August 15. Lease payments include both a principal and interest component.

How are lease payments made?

The Master Lease Program “Request For Use & Approval” form (DOA-2480) asks for the specific and detailed WiSMART accounting string for the account which Master Lease payments are to be made from. The Lease Schedule, which is signed by your agency, acknowledges the removal of March 1 and September 1 lease payments from this appropriation. Agencies MUST contact the Master Lease Program if they intend to change this appropriation during the lease term.

Can prepayments be made and is there any penalty?

Prepayments on outstanding Master Lease schedules are allowed at any time and without prepayment penalty.
Why use leasing as a financing option?
Leasing is a great financing option for the following reasons.
· The equipment acquisitions costs are spread over the expected useful life of the equipment/asset.

· Leasing addresses unanticipated or large one-time purchases.

· Financing costs can be matched to depreciation or the replacement cycle of the equipment/asset.

Is use of the Master Lease Program required when considering leasing as a financing option?
No. The use of the Master Lease Program is entirely optional and agencies can consider other lease options, however, use of the Master Lease Program is strongly recommended because of the following benefits.
· The program is centralized and involves minimal paperwork for the agency to complete.
· Use of other lease options often results in legal documents that contain provisions not allowed by Wisconsin Statutes.

· The program is large with security features that result in with very competitive rates.

· Prepayments may occur at any time without penalty.

· Able to lease finance the “cash” price (less all discounts) being provided by the vendor; sometimes lease financing via a vendor does not result in the best “cash” price.
· Assists agency with tracking of project costs when used as the sole financing source of an entire project.

What are the next steps?
The following are the steps involved with getting approval to finance equipment/asset via the Master Lease Program. 
1) An Agency completes a Request For Use & Approval form (DOA-2480) and gathers supporting documentation (i.e. vendor price quote, why equipment/asset is needed, benefit of equipment/asset, etc).

2) If the request is for an IT systems development project, the Agency gathers the required Department of Administration - Division of Enterprise (DET) documents (schedule of deliverables, risk identification and mitigation plan, detailed business case justification) as well as other supporting documentation.

3) Next, the agency submits to the Capital Finance Office the completed DOA-2480, required DET documents, and other supporting documentation.
4) Review and approval of the request and supporting documents is completed in approximately 2-3 weeks and in the following order.

· Capital Finance Office

· State Budget Office and DET (DET reviews all requests that contain IT components)

· Deputy Secretary of DOA
5) The equipment/asset is procured and received by the agency.

6) Agency completes a Notice Of Equipment Acceptance form (DOA-2481).

7) Agency submits to the Capital Finance Office the completed DOA-2481 and invoices.

8) A Lease Repayment Schedule is created by the Capital Finance Office and “final” approval is requested from the Deputy Secretary, Agency, Lessor, Department of Administration Legal Counsel, and Capital Finance Director.

9) Invoices are paid and lease schedules take effect.

10) Payments are withdrawn from the agency on or about February 15 and August 15.
Is there any special procurement steps that I need to complete?

Other than the suggested Purchase Order text discussed below, there is no special procurement requirements that agencies need to follow when financing an item via the Master Lease Program.  The procurement regulations and requirements that normally apply for the leased item should be adhered to by your agency.   Because payment of the submitted invoices will occur via the Master Lease Program and not through normal State accounts payable processes, we recommend that the following text be included in the Purchase Order issued for any leased item:

"The items in this Purchase Order will be paid for and acquired through a Master Lease Agreement between the State of Wisconsin and U.S. Bank National Association.  Payment on outstanding invoices may not occur until all invoices for all items in this Purchase Order have been received and all components of the leased item, which may include items included on other Purchase Orders, have been accepted by the [state agency].  In addition, payment on outstanding invoices will be made with a wire transfer of funds.”
What should I do if I have additional questions?

Please contact the Capital Finance Office should you have any additional questions or concerns.
State of Wisconsin

Department of Administration – Division of Executive Budget & Finance

Capital Finance Office
101 E Wilson Street, 10th Floor

Madison, WI  53707-7864

Phone 

608-267-0374

Fax 

608-266-7645

Email 

DOACapitalFinanceOffice@wisconsin.gov
DOA Capital Finance Office
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