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What is the State Lease/Purchase Program?

• A cost-effective way for Washington State agencies to finance:
• Equipment purchases such as vehicles, computers, and HVAC systems
• Real estate projects, including property acquisition and construction of new
facilities
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Lease/Purchase Structure – Certificates of Participation

• The Agency enters into a financing contract (lease) with the Office of the State
Treasurer (OST) via a nominal lessor (Washington Finance Officers Association –
WFOA)
• OST pools the various lease agreements across all agencies, and packages them as a
security called a Certificate of Participation (COP)

- COP’s are similar to municipal bonds in that they are structured with regular
principal and interest payments and sold to investors
- Investors that purchase the COP are guaranteed an income stream from the
lease payments to be made by the agencies for the life of the loan
• After the individual lease expires, ownership of the financed piece of property is
retained by the agency
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State Lease/Purchase Program Details
• For real estate financing leases, agencies are required to obtain legislative
authorization in the capital budget
• For equipment financing contracts, agencies must have operating revenues
sufficient to make lease payments
• Minimum borrowing threshold of $10,000 for each lease

• The length of each financing contract is based upon the useful life of the asset:
- For real estate transactions, the maximum term is 25-years
- For equipment, the maximum term is determined by the Office of Financial
Management useful life schedule:
https://www.ofm.wa.gov/sites/default/files/public/legacy/policy/30.50.htm
4

State Lease/Purchase Program Details Cont.
• Property financed on a tax-exempt basis is subject to IRS tax law restrictions
regarding private business use
- Private business use may arise from leases, management contracts, research
agreements and other contracts with the federal government, corporations,
and other private or non-profit entities agreement
- A taxable sale can be done when there is expected private use, which carries a
higher interest rate

• Funds are generally available three times per year, in February, June and October

- Some large leases may qualify for a special issuance that could fall outside the
regular schedule
- A state agency may also choose to participate in multiple issuances for one
project if needed
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Benefits – Low Interest Rates

• The State Lease/Purchase Program allows
participants access to the national taxexempt market through a competitive bid
process, regardless of the size of their
financing contract

• By pooling multiple agency leases,
participants are able to take advantage of
the State’s strong Aa1 credit rating to
secure very low tax-exempt interest rates
- See Appendix B for most recent
rating report

STATE
Actual Interest Rates for Most Recent Sale
as of 2/2/2021

Term
3 Years
4 Years
5 Years
6 Years
7 Years
10 Years

Equipment* Real Estate*
0.43%
0.48%
0.53%
0.59%
0.66%
0.89%

*Interest rates shown above include all financing costs. Past
interest rates do not predict future interest rates. Actual interest
rates are determined by the competitive bids received on the date
of sale.
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Benefits – Administration
• The State Lease/Purchase Program is user friendly, as OST manages all technical
aspects of the program, including:

- Issuance
- General administration
- IRS tax law compliance

- Continuing disclosure
• To reduce costs and increase efficiency, the program uses standardized documents
and a set repayment schedule

- Lease payments are due on June 1 and December 1
• After providing necessary materials, participating agencies can be reimbursed as
soon as funds are available
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Timeline
Preliminary State Lease/Purchase Program Timeline *
Funds
Available In
June '21

Real Estate NOI Cut-Off
March 1, 2021

Equip NOI and All
Document Cut-Off
March 18, 2021

Real Estate Document
Cut-Off
Late April 2020

Sale Date
June 2020

Funds Available
June 2020

First Payment Due
December 1, 2020

October '21

July 7, 2021

July 23, 2021

Late August 2021

September 2021

October, 2021

December 1, 2021

February '22

November 2, 2021

November 15, 2021

Early January 2022

February 2022

February 2022

June 1, 2022

*All dates are tentative and subject to change; dates for future sales will be established after the current sale is completed

• OST plans to go market three times in 2021, with funds expected to be
available in February, June and October
- OST has the ability to issue additional series if the need arises
• Funds are available approximately two weeks after the sale date
• Note for Real Estate projects, a Construction Contract or Purchase and Sale
Agreement must be in place a few weeks prior to the sale date
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Lease/Purchase Process
1. Legislative
Authorization (for Real
Estate Leases Only)
2. Notice of Intent

3. Financing
Documents

4. Reimbursement
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Application Process
1. Legislative
Authorization
• Financing contracts for real estate projects must be authorized by the Legislature,
typically in the capital budget

• For equipment purchases, it is expected the agency has sufficient current revenue
to meet the payment obligations

• If current revenues does are not sufficient, the Agency may require legislative
approval if necessary
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Application Process

2. Notice of Intent
• The Notice of Intent (NOI) is a standardized, non-binding agreement that notifies
OST of the agency's intent to finance real estate or equipment through the COP
Program
• Reimbursements can only be provided for purchases made no earlier than 60 days
prior to submittal of the NOI
‐ Some preliminary fees for real estate projects (such as design) can be
reimbursed outside of 60-day window
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Application Process
3. Financing
Documents
•

For equipment financing contracts, a signed, original, single sided copy of the financing
contract and personal property certificate, with corresponding paid invoice(s), and proof of
payment(s) are to be submitted no later than the document due date
‐

•

The financing document packet is available on our website; includes NOI, Financing
Contract, Certificate of Designated Agency Representatives (if necessary), Personal
Property Certificate

For real estate financing leases, OST requires two original, single sided, signed and notarized
copies of the Site Lease (and Memorandum), Financing Lease (and Memorandum), and Tax
Certificate, to be submitted no later than the document due date
‐

Documents for Real Estate are prepared by OST and are not available online

‐

The due date for Real Estate documents is different than equipment

•

A full list of Documents can be seen in Appendix A

•

Financing documents can be signed electronically. OST Drafted Documents that don’t require
notarization may be signed electronically if they originate through OST’s Docusign account.
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Application Process
4. Reimbursement
• The agency must submit the following to be reimbursed:
‐

Personal Property Certificate (Equipment only)

‐

Request for Release of Proceeds (Real Estate only)

‐

Invoices

‐

Proof of Payment

• For equipment purchases, property must be acquired prior to the sale, and the reimbursement
documents are submitted with the other Financing Documents
• For Real Estate construction projects, can request reimbursement as the project progresses and
funds are spent

• For Real Estate acquisition, the agency must hold title to the property prior to the financing13

Electronic Signatures
• The use of electronic signatures can be used on any OST document that does not
require notarization (notarized documents require “wet” signatures)
• If the agency wants to use electronic signatures, the document must come from
OST’s DocuSign account
• The agency should notify OST of it’s desire to use electronic signatures, and provide
OST with the completed unsigned document to route for signature, along with the
email address(es) of the authorized signor(s)
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Appendix A
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Documents
1. Notice of Intent

2. Project Overview (Real Estate only)
3. Construction Contract/Purchase and Sale Agreement (Real Estate only)
4. State Agency Financing Lease/Contract

5. Memorandum of Financing Lease (Real Estate only)
6. State agency Site Lease (Real Estate only)
7. Memorandum of Site Lease (Real Estate only)
8. State Agency Tax Certificate (Real Estate only)
9. Certificate Designating Authorized Agency Representative
10. Personal Property Certificate(s) (Equipment only)
11. Request of Release of Proceeds (Real Estate only)

12. Invoice(s)/Proof of payment(s)
13. Evidence of Insurance
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Appendix B
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