	TOPIC: Incremental Borrowing Rate for Leases

	OFFICE: Office of Statewide Reporting & Accounting Policy
	STATE: LA
	DATE: 04/01/2022

	QUESTION / ISSUE:

If you are using the incremental borrowing rate for GASB 87 leases, are you using a single rate for all leases, or different rates that vary based on length of the lease term?

If you are using the incremental borrowing rate, please describe the methodology of your calculation(s).




	Alaska
	We are using different rates that vary based on length of the lease term. 

We reached out to our Treasury division and asked for them to develop rates for us. The methodology they used is: The suggestion is to use the MMD AAA yield curve with an assumed escalator of 75 basis points (¾ percent) for the particulars of the Alaska situation. Then use that scale to determine average rates for 1 to 5, 5 to 10, 10 to 20 and over 20 leases.  


	Arizona
	We have 3 rates – one for short term (1-4 years), mid-term (5-8 years) and long-term (9+ years).

We calculated our incremental borrowing rate using a combination of our current credit rating, the Revenue Lease Bond rates per Bloomberg (available by month and credit rating), and our most recent COP (Certificate of Participation) issuance borrowing rate.    The Revenue Lease Bond rates were available by month, based on credit rating and terms of 1-10 years. Using this information, we calculated the average annual rate on a 3-year term for short term leases, on the 7-year term for mid-term leases and the 10-year term for long-term leases, then added a fixed amount based on the difference between the actual COP issuance rate and the appropriate revenue lease rate on the date the COP was issued. We plan to recalculate the incremental borrowing rate once a year, and will reevaluate the fixed adjustment if/when another COP may be issued by the state.


	California
	We are using different rates based on the length of the lease term. 

We are using the California Daily Yield Curve rates for our general obligation bonds. The rates are determined by using the averages from 1-5 years, 5-10 years, and over 10 years. Please see attached files for reference.





	Colorado
	Response 1:
Different rates based on the length of the lease term. Our Treasury department updates the rate on a quarterly basis, and posts it to their website.    https://treasury.colorado.gov/treasury-divisions-and-programs (Expand the box labeled Accounting and Administrative Divisions.)




Response 2:
Colorado uses different rates that vary based on the length of the lease term.  

The state of Colorado Treasury updates these rates each month.


	Delaware
	We are using a single rate for all leases.

Incremental borrowing rate is the average rate of our outstanding general obligation bonds.


	Georgia
	State Accounting Office uses different rates based on length of the lease term in 5, 10 and 20-year increments.  

The Financing and Investment Division of the Georgia State Financing and Investment Commission provides updated rates to us every year once the bonds are issued in June.  





	Idaho
	We are using the U.S. Treasury daily yield rate plus 1% spread as our IBR. The Treasury website has historical rates available, and it will be easy for agencies that don't have stated rates in their contract to calculate the IBR. 

We submitted a list of capital leases to the Treasurer's Office to help us in determining the best estimate for our incremental borrowing rate. We also got feedback from other states from the March 2020 lease call on how they were determining their rate. Based on the answers from other states and the Treasurer's Office recommendation, we determined the best estimate would be to use the Treasury Daily Yield rate plus 1% spread.


	Illinois
	Illinois is using a single rate for the agencies of the primary government. Universities and component units will determine their own rates.

Illinois is using the average of the rates on G.O. Bonds issued during the year.


	Indiana
	Indiana typically uses a single rate for all leases when applying the incremental borrowing rate.

The Indiana Bond Bank provides a list of current tax-exempt general obligation (A) rated bond rates at varying terms and the 5-year rate is used for all leases where the incremental borrowing rate is used. The Indiana Bond Bank is an agency that assists local government in obtaining low-cost financing for their operations.


	Iowa
	Single rate for all leases.

Iowa's average lessee lease term is 9 years; average lessor lease term is 12.75 years.  Iowa will use the 10-year rate from the market yield on U.S. Treasury securities at 10-year constant maturity, quoted on investment basis provided on the Federal Reserve website. The January 12-month average rate will be used to determine the following fiscal years incremental rate (January 2021 rate will be the rate for Fiscal Year Ending 2022).


	Kansas
	We are using different rates based on the length of the lease term. We received rates for 1, 3, 5, 7, 10, 20 and 30-year terms and will use the rate that best matches the length of the term of the applicable lease.

We received the rates from our Department of Financing Authority. They are the rates as of the implementation date for tax-exempt, annual appropriation rates for revenue bonds.  We would have used the rates for general obligation bonds, but our state does not use those for financing. We will update these rates every year on July 1st, based on the market.


	Michigan
	Different rates.

For the purpose of discounting future lease payments in the measurement of a given lease liability, the estimate of the state of Michigan’s incremental borrowing rate will be calculated as the Fidelity “Municipal GO AA” bond index with a maturity date closest to the lease’s lease term as of the most recently ended quarter. For example, a lease arrangement commencing in May of a given year will use the percent yield of the applicable index on March 31st of that same year; a lease with a 24-year lease term will use the Fidelity “20-Year Municipal GO AA Index” while a lease with a 25-year or 26-year lease term will use the Fidelity “30-Year Municipal GO AA Index.”    https://fixedincome.fidelity.com/ftgw/fi/FIResearchMarkets?sid=2


	Montana
	Single rate for all leases.

We are using the state's (INTERCAP) loan program borrowing rate which is updated annually.


	Nevada
	As of this moment, we plan to use the same incremental borrowing rate for all leases. As we progress with the implementation and working in the new software system, we may decide that there is a more logical way to determine rates.

We plan on using our bond rate for now, and that is based on hearing about several other states using that methodology. We have discussed this with our auditors and they agree with that approach, but have said that we may need to adjust it for certain types of leases if there is a usual borrowing rate for similar types of assets.


	North Carolina
	North Carolina is not determining incremental borrowing rates for our individual financial reporting entities that comprise the ACFR. Instead, we are providing guidance for how these entities can determine the rate for themselves based on the forms of debt and the risk profiles of those specific entities. Attached is the guidance we have published.

Ultimately, we believe most of North Carolina's ACFR financial reporting entities (colleges, universities, primary government agencies) will use an incremental borrowing rate. From speaking with several of them, most of their leases do not contain a specified rate, nor is it practicable or accurate to attempt calculating an implicit rate.





	North Dakota
	We are currently planning to use one incremental borrowing rate for all leases. 

We are currently looking at using the prime interest rate plus 1. 4.25%


	Ohio
	We are using a single rate for all leases. We didn't feel that using different rates for different lease term lengths would result in a material change in the total liability amount calculated. 

Our debt section within the Ohio Office of Budget and Management routinely issues general obligation bonds. Most of the time there is at least one general obligation bond issued every fiscal year. Each year, in June near fiscal year-end, we will reach out to the debt section to assist in determining an appropriate incremental borrowing rate to use for the next fiscal year. Through discussions with debt, they have indicated that the main factor they will use to determine the rate, will be the rates for general obligation bonds issued in the fiscal year. As of now, we do not have a lease system in place to record the lease terms, payments, etc. So, for fiscal year 2022, the calculations will be done manually.


	Oklahoma
	We are using a single rate for all leases, at least for implementation. After discussing with our auditors, we felt doing something more complex than that was going to have an immaterial impact, especially since the incremental borrowing rate is an estimate to begin with.

We are using the IRS' AFR rate for midterm length.


	Oregon
	In Oregon, the incremental borrowing rate will vary based on type of lease arrangement and the length of the lease term. The following draft policy guidance relates to how state agencies will determine the incremental borrowing rate: When state agencies are unable to determine the interest rate charged by the lessor, they should consider their agency’s recently issued debt, whether general obligation bond, revenue bond, or certificate of participation, to determine if one of those issuances would provide an incremental borrowing rate.     

If one is not available or is not suitable for the lease arrangement, state agencies shall rely upon the Oregon Bond Index (https://www.oregon.gov/treasury/oregon-bonds/Documents/Public-Financial-ServicesMDAC/undated/Bond-Index.pdf), state of Oregon columns, and select the rate that most closely matches the effective date and lease term.


	Pennsylvania
	We are using a single rate for all leases. 

Our incremental borrowing rate is based on the general obligation bonds’ weighted-average interest rate for a given year.


	South Carolina
	Different rates depending on type of leased asset and length of lease.

Machinery and equipment rates come from our State's Master Equipment Lease Agreement. Real Estate from IRS website. Guidance provided to our agencies is attached and also on our website. https://cg.sc.gov/guidance-and-forms-state-agencies/gasb-87-lease-accounting
        



	Texas
	Texas will be using different rate based on term of lease. Since the state’s credit is so strong, it borrows at or near the federal government levels; therefore, we will use the rates found at the Board of Governors of the Federal Reserve System. The state will use a calendar quarterly average rate by term. This rate will be updated on a quarterly basis for new leases as they are started.     


	Utah
	We are using a single rate for all leases that do not have a stated rate. At this point, our auditors believe that adjusting the rate for length of time will not be material. The majority of our leases are 5 years with options to renew for an additional 5 years. We only have about 250 leases without a stated rate.

We are using our lease revenue bond rate of 1.75%.


	Vermont
	Vermont is using a different rate based on length of the lease term. The starting rate is 24 months and increases annually (36, 48, 60 months) based the yield to maturity GOB.  Lease terms that fall between 12-month increments are rounded up (42 months term uses 48 months incremental borrowing rate).

Vermont is using Yield to Maturity from latest Bond Pricing, GOB, 2021 Series. We will update with new issues for use going forward with leases commencing after additional GOD bond sales.


	Washington
	We are using the interest rates for the state's Certificates of Participation (COP) Program.   https://tre.wa.gov/home/debt-management/certificates_of_participation/  https://www.tre.wa.gov/wp-content/uploads/Interest-Rate-Charts-8.pdf The state's Treasurer's Office (OST) provides separate rates for real estate and equipment. For the building leases we are using the real estate rate, and there is only one rate for these based on the rate for the 20-year lease term. For the equipment, OST does provide several different rates, depending on the lease term. Therefore, we are using the rate that most closely matches the lease term for equipment leases.


	Wisconsin
	We are using different rates to align with the lease term. Our Capital Finance Office was able to provide us with rates for every year 1-30.

Our Capital Finance Office provided us with estimated rates based on a municipal market analysis they subscribe to and then added a spread to that. They believe this would be similar to the rate our state would be charged if we had to borrow for lease payments.
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CA - Incremental Borrowing Rate.pdf
State of California
Incremental Borrowing Rate
GASB Statement No. 87, Leases

Lease Term 2021-2022
>1 year to 5 years 0.20%
>5 years to 10 years 0.90%
over 10 years 1.50%

Prepared by: SCO - SARD Incremental Borrowing Rate July 16, 2021
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CO - Incremental Borrowing Rate - GASB 87 (02-28-22).pdf
Incremental Borrowing Rate (as of February 28, 2022)

30-Jul-21 31-Aug-21 30-Sep-21 29-Oct-21 30-Nov-21 31-Dec-21 31-Jan-22 28-Feb-22

3 M 0.079 0.107 0.231 0.242 0.249 0.26 0.54 0.584
6 M 0.081 0.112 0.236 0.249 0.257 0.267 0.551 0.626
1Y 0.086 0.125 0.255 0.268 0.273 0.281 0.786 0.936
2Y 0.091 0.136 0.277 0.324 0.341 0.349 1.027 1.163
3Y 0.176 0.221 0.366 0.423 0.446 0.449 1.172 1311
4y 0.300 0.357 0.527 0.584 0.582 0.569 1.303 1.435
5Y 0.431 0.502 0.696 0.764 0.745 0.714 1.409 1.529
6Y 0.548 0.623 0.845 0.910 0.875 0.828 1.494 1.577
7Y 0.645 0.738 0.983 1.064 1.019 0.959 1.575 1.641
8Y 0.778 0.873 1.128 1.205 1.121 1.059 1.651 1.705
9Y 0.893 0.987 1.24 1.312 1.194 1.134 1.713 1.775
10Y 0.961 1.063 1.314 1.376 1.224 1.17 1.741 1.803
11Y 1.032 1.140 1.384 1.431 1.265 1.221 1.777 1.844
12 Y 1.076 1.187 1.426 1.468 1.276 1.242 1.792 1.866
13Y 1.141 1.256 1.481 1.519 1321 1.297 1.838 1.912
14Y 1.190 1.311 1.523 1.557 1.35 1.336 1.871 1.943
15Y 1.244 1.371 1.574 1.599 1.386 1.379 1.908 1.977
l6 Y 1.280 1.413 1.611 1.631 1.42 1421 1.954 2.019
17Y 1.297 1.434 1.628 1.646 1.432 1.438 1.968 2.033
18Y 1.328 1.470 1.659 1.675 1.462 1471 2.006 2.068
19Y 1.357 1.512 1.698 1.713 1.498 1.509 2.049 2.107
20Y 1.379 1.538 1.717 1.724 1.507 1.518 2.067 2.12
21Y 1.414 1.576 1.753 1.765 1.542 1.551 2.105 2.147
22Y 1.447 1.617 1.79 1.808 1.578 1.584 2.142 2.175
23Y 1.480 1.655 1.827 1.851 1.614 1.616 2.179 2.203
24°Y 1.496 1.675 1.849 1.879 1.634 1.633 2.195 2.207
25Y 1.522 1.704 1.878 1.914 1.659 1.654 2.215 2.218
26Y 1.544 1.721 1.896 1.941 1.679 1.67 2.24 2.235
27Y 1.558 1.737 1.914 1.966 1.698 1.685 2.256 2.247
28Y 1.564 1.743 1.922 1.983 1.704 1.688 2.257 2.243
29Y 1.573 1.750 1.931 2.000 1.715 1.695 2.261 2.244
30Y 1.587 1.763 1.946 2.020 1.729 1.706 2.269 2.249
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GA - FY21 State Borrowing Rate.pdf
From: McElhannon, Lee

To: Bennett, Chelsea

Cc: Pope, Diana

Subject: RE: FY20 State Borrowing Rate

Date: Thursday, June 10, 2021 11:14:10 AM
Attachments: image004.png

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Sorry for the delay. The sale was not formally awarded by the Commission until yesterday morning - first thing
which had to be done was converting the Preliminary Official Statement to a draft final for review by our in-
house “swat” team. Sent that out a short while ago.

The (dll-in true interest cost) rates for the tax-exempt bonds which were achieved on the sale are as follows:
5 year - 0.344882%

10 year - 0.720337%
20 year - 1.742009%

Let us know if you need anything else.

Lee McElhannon

Financing and Investment Division

Georgia State Financing and Investment Commission
270 Washington Street SW

Suite 2140

Atlanta, Georgia 30334

Phone: 404-597-6766
Email: lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.ga.gov

From: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Sent: Thursday, June 10, 2021 9:47 AM

To: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Cc: Pope, Diana <diana.pope@gsfic.ga.gov>

Subject: RE: FY20 State Borrowing Rate

Hi Lee —

Just checking to see if there this year’s IBR’s were available? If so, can you send it in the format seen in the screenshot below. This
is for the lease agreement data form for FY21.

Z2.76% - FYI01T 20 vear rate
1.8793% - FY 2018 5 year rate
2.2571% - FY 2018 10 year rate
3.0846% - FY 2018 20 year rate
1.3794% - FY 2019 5 year rate
1.5405% - FY2019 10 vear rate
2.3712% - FY 2019 20 vear rate
.50% -FY 2020 5 year rate

.80 % - FY 2020 10 year rate
1.86% - FY 2020 20 year rate

**SA0 is converting to cell phone only use, please note the cell number below.**



mailto:lee.mcelhannon@gsfic.ga.gov

mailto:chelsea.bennett@sao.ga.gov

mailto:diana.pope@gsfic.ga.gov

mailto:lee.mcelhannon@gsfic.ga.gov

https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.gsfic.ga.gov%2F&data=04%7C01%7Cchelsea.bennett%40sao.ga.gov%7C36ee685ad5834fb84b2508d92c226368%7C512da10d071b4b948abc9ec4044d1516%7C0%7C0%7C637589348497630355%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=Z%2BN6dKFWiiIjjsLWDDTkJjl%2FCTdGJh3WakORWUNn4Uc%3D&reserved=0
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205%-FY2017 10 yearrate

276%- FY2017 20 year rate






Chielsea Bennett

Financial Reporting Manager
WWW.530.ge0rgia.gov
chelsea.bennett@sao.ga.gov
678.897.7205 (work cell)

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Wednesday, May 26, 2021 8:18 AM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>

Cc: Pope, Diana <diana.pope@gsfic.ga.gov>

Subject: RE: FY20 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

We are going to take bids on June 8 - can give you info a day or two after that.

Lee McElhannon

Financing and Investment Division

Georgia State Financing and Investment Commission
270 Washington Street SW

Suite 2140

Atlanta, Georgia 30334

Phone: 404-597-6766

Email: lee.mcelhannon@gsfic.ga.gov

Website: www.gsfic.ga.gov

From: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Sent: Wednesday, May 26, 2021 7:35 AM

To: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Subject: RE: FY20 State Borrowing Rate

Hi Lee —

Has the state issued bonds in fiscal year 20217 If so, can | please get the bond rates in order to update the incremental borrowing
rate on our lease agreement data form for year-end reporting purposes?

Thanks

**SA0 is converting to cell phone only use, please note the cell number below.**

Chielsea PBennett

Financial Reporting Manager
WWW.S30. rgia.

chelsea.bennett@sao.ga.gov
678.897.7205 (work cell)




https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.sao.georgia.gov%2F&data=04%7C01%7Cchelsea.bennett%40sao.ga.gov%7C36ee685ad5834fb84b2508d92c226368%7C512da10d071b4b948abc9ec4044d1516%7C0%7C0%7C637589348497640314%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=NGcb4wYLOy8dQGAFOB9lSsILmcimmmbS6Bi7GERPMvw%3D&reserved=0
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From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Tuesday, July 7, 2020 3:21 PM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>

Cc: Pope, Diana <diana. fic.ga.gov

Subject: RE: FY20 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

We will need to approximate since we have not sold bonds.... Rates thus far this year have been flat to end of FY 2020, but
significantly lower than the end of FY 2019. The blended 2019AB bonds in June 2019 were ~2.5% - this year would have been
~1.9% and maybe a little bit lower, but you might use 2% as an estimated cost of capital for State of Georgia general obligation
debt.

Tax-exempt:

e Syears—0.5%

e 10years—0.8%

e 20vyears—1.86%

e Blended —1.81% (“normal” mix of 5, 10, and 20 year amortizations) (For reference, 2019A bonds in June 2019 were 2.37%)
Taxable:

e Syears—0.8%

e 20vyears—1.95%

e Blended —1.9% (“normal” mix of 5 and 20 year amortizations) (For reference, 2019B bonds in June 2019 were 2.80%)

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

Please Note - New Phone Number Effective March 23, 2020: 404-597-6766
Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Tuesday, July 07, 2020 2:45 PM

To: McElhannon, Lee

Cc: Pope, Diana

Subject: RE: FY20 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Hi Lee,
Just checking back in for any updates on the rates?

Thanks!

Chielsea Bennett

WWW.S20.georgia.gov
helsea.benn .83.80v

404.463.1079

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
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Sent: Tuesday, June 9, 2020 11:21 AM
To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>

Cc: Pope, Diana <diana.pope@gsfic.ga.gov>

Subject: RE: FY20 State Borrowing Rate

the content is safe.

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know

The state has not sold bonds this fiscal year and will not do so until sometime in August, so there is no solid way to give you a
rate(s). Asyou can see in the table below, MMD scale rates currently are lower than last year; while we would expect actual rates
to be lower if we were selling in June we could only do that on an estimated basis.

Make a note to check back with us on/about July 1 and we may be able to give you an estimated rate or range at that time.

MMD AAA GO Bond Yield Scale Changes

Change To
Change To | Change To Date -
Current Date Date Current
MMD Current Current Calendar | Year Over Current
Scale: Change Week To | Month To Year To Year Rolling Over or
Implied From Prior Prior Prior (Same Four Year (Under)
Maturity | Year | TYS49Y | preceding Week Month Calendar Day of Average | Four Year
Date # 6/9/20 | Work Day Close Close Year Close Week) MMD Average
Current 7
SIFMA b 0.11%
Rate ars
6/1/2021 1 0.16 0.00 0.00 0.05 (0.88) (1.15) 1.14 (0.98)

Lee McElhannon
Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

Please Note - New Phone Number Effective March 23, 2020:

Lee.mcelhannon@gsfic.ga.gav

Website: www.gsfic.georgia.gov.

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]

404-597-6766




mailto:chelsea.bennett@sao.ga.gov

mailto:diana.pope@gsfic.ga.gov

mailto:Lee.mcelhannon@gsfic.ga.gov

https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.gsfic.georgia.gov%2F&data=04%7C01%7Cchelsea.bennett%40sao.ga.gov%7C36ee685ad5834fb84b2508d92c226368%7C512da10d071b4b948abc9ec4044d1516%7C0%7C0%7C637589348497670180%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=QM22F5nYeUdykaC9hmn9WnpfygV0pOrwAZu%2B7%2BCypdA%3D&reserved=0

mailto:chelsea.bennett@sao.ga.gov



Sent: Tuesday, June 09, 2020 11:05 AM
To: McElhannon, Lee
Subject: FY20 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Hi Lee,
Can | get the information you provided below for fiscal year 20207?

Thank you

Chielsea Bennett

WWW.S20.georgia.gov
helsea.benn .83.80v

404.463.1079

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Friday, June 21, 2019 8:36 AM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>

Cc: Pope, Diana <diana.pope@gsfic.ga.gov>

Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

From the bond sale this week, the State’s borrowing rates (TIC) are:
e 5-year tax-exempt bonds: 1.3794%
o 10-year tax-exempt bonds: 1.5405%
o 20-year tax-exempt bonds: 2.3712%

Let us know if you have any questions.

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711
Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Friday, June 21, 2019 8:32 AM

To: McElhannon, Lee

Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Good morning —
Just checking in to see if there is a rate available?

Thanks!

Chielsea Bennett



https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.sao.georgia.gov%2F&data=04%7C01%7Cchelsea.bennett%40sao.ga.gov%7C36ee685ad5834fb84b2508d92c226368%7C512da10d071b4b948abc9ec4044d1516%7C0%7C0%7C637589348497680140%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=vCWES2tM1be9NazWxVjiU7yvNr6i1mJGN3a576n80eY%3D&reserved=0

mailto:chelsea.bennett@sao.ga.gov

mailto:lee.mcelhannon@gsfic.ga.gov

mailto:chelsea.bennett@sao.ga.gov

mailto:diana.pope@gsfic.ga.gov

mailto:Lee.mcelhannon@gsfic.ga.gov

https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.gsfic.georgia.gov&data=04%7C01%7Cchelsea.bennett%40sao.ga.gov%7C36ee685ad5834fb84b2508d92c226368%7C512da10d071b4b948abc9ec4044d1516%7C0%7C0%7C637589348497680140%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=iDmAoVN%2FINKPUb6SIFCZWM3jYxUWS%2BDKExqn0UvjXS0%3D&reserved=0

mailto:chelsea.bennett@sao.ga.gov



WWW.S30.georgia.gov
chelsea.bennett@sao.ga.gov
404.463.1079

From: McElhannon, Lee <|lee.mcelhannon@gsfic.ga.gov>
Sent: Wednesday, June 12, 2019 1:25 PM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Not until late next week

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711
Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Wednesday, June 12, 2019 1:24 PM

To: McElhannon, Lee

Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Hi Lee,
Are the rates for 2019 available yet?

Thanks!

Chielsea Bennett

WWW.520.2€0rg13.20V

chelsea.bennett@sao.ga.gov
404.463.1079

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Wednesday, April 3,2019 12:27 PM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

The bids for those bonds were June 19, 2018
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Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711
Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Wednesday, April 03, 2019 12:10 PM

To: McElhannon, Lee

Cc: Pope, Diana

Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Thanks, Lee!

From: McElhannon, Lee <|lee.mcelhannon fi >
Sent: Wednesday, April 3, 2019 12:05 PM

To: Bennett, Chelsea <chel nn V>

Cc: Pope, Diana <diana.pope@gsfic.ga.gov>
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Page two of the attached provides the TIC (True Interest Cost) for the various terms/types of bonds from the 2018AB bond issue —
you might want to utilize these rates for now and we’ll provide you with similar results after the 2019AB bonds are sold. If we
were selling today, we would expect to be close to these types of numbers.

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711
Lee.mcelhannon@gsfic.ga.gov

Website: ic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Monday, April 01, 2019 3:48 PM

To: McElhannon, Lee

Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Since the last date we have is 2017, we will use the rate for 2018 and ask for the updated rate in June once the bonds are sold.

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Monday, April 1, 2019 2:07 PM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.
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We will not be selling bonds until June 2018 — do you have to have rates prior to the end of the fiscal year?

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711
Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Monday, April 01, 2019 2:07 PM

To: McElhannon, Lee
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Lee,
Please see the attached excel spreadsheet.

Thanks

From: McElhannon, Lee <lee.mcelhannon@gsfic.ga.gov>
Sent: Monday, April 1, 2019 1:48 PM

To: Bennett, Chelsea <chelsea.bennett@sao.ga.gov>
Subject: RE: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Please redo the screen shot — it wasn’t complete, thanks

Lee McElhannon

Georgia State Financing and Investment Commission
270 Washington Street, Suite 2140

Atlanta, Georgia 30334

404-463-5711

Lee.mcelhannon@gsfic.ga.gov
Website: www.gsfic.georgia.gov

From: Bennett, Chelsea [mailto:chelsea.bennett@sao.ga.gov]
Sent: Monday, April 01, 2019 1:28 PM

To: McElhannon, Lee

Subject: FY19 State Borrowing Rate

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you recognize the sender and know
the content is safe.

Good afternoon,

| am updating our lease form for FY19 and was wondering if there was an update to the state borrowing rate? See screenshot
below for the last rate we reported.

SABIT0 -0 1 ZULU SV Yl Tale
1.37% -FY 2017 3 year rate
2.05% -FY2017 10 year rate
2.76% - FY2017 20 year rate
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Thanks so much.

Chielsea Bennett

WWW.520. rgia.gov

chelsea.bennett@sao.ga.gov
404.463.1079
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NC - GASB 87 Discount Rate Procedural Guidance.pdf
Determining an Appropriate Discount Rate

GASB 87, Leases

GASB Statement 87 states that future lease payments should be discounted using the
interest rate the lessor charges the lessee, which may be the interest rate implicit in the
lease. If the interest rate cannot be readily determined by the lessee or lessor, the
estimated incremental borrowing rate should be used.

For statewide financial reporting purposes, state entities within the primary government
should first use the explicit rate that is stated in their leasing contract. In the absence of
a stated interest rate, entities should attempt to calculate the implicit interest rate (an
internal rate of return). If an implicit rate cannot be determined, the incremental
borrowing rate should be used to discount future lease payments.

The incremental borrowing rate is an estimate of the interest rate that would be charged
for borrowing the lease payment amounts during the lease term. It is a measure that is
often based on the quality of the borrower (i.e., the rate includes a factor for risk of the
borrower), the length of the borrowing, as well as what the borrowed funds will be used
for, in addition to other macroeconomic factors including the prevailing interest rate
environment.

All agencies/entities within the State’s financial reporting entity should make appropriate
efforts to determine and document the interest rates used for their lease agreements, if
not explicitly stated in such agreements. In choosing the right incremental borrowing
rate, agencies/entities should consider whether this rate comes from a rate-setting body
(such as a bank) as well as whether that rate can be supported and justified given the
forms of debt that are currently issued by the agency/entity. For example, in the
absence of a stated interest rate in the lease agreement and documentation that an
internal rate of return cannot be calculated, an agency/entity may decide to use the
prime bank loan rate as determined by the U.S. Federal Reserve, or an agency/entity
may decide to discuss specific borrowing rates with their banking institution.

All decisions regarding interest rate determinations for leasing agreements should be
documented and maintained by the individual state agency/entity.

Future Considerations for Lease Agreements

OSC highly recommends new lease agreements be negotiated in such a manner that
an explicit interest rate is contained within the contract. This would require accounting
and business offices within state agencies to communicate with their procurement and
contracting departments to ensure that contract terms meet financial reporting needs
and include the most accurate measure of discounting for leasing arrangements (i.e., a
stated interest rate).



https://fred.stlouisfed.org/series/MPRIME



Related Documents (Memos/Forms)

105.7 — Statewide Accounting Policy - Leases

Revision History

6/16/2021 — Established policy, effective July 1, 2021.



https://www.osc.nc.gov/state-agency-resources/statewide-policy-directory/section-100-accounting-and-financial-reporting-36
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SC - Guidance for Implicit Interest Rate.pdf
Governmental Accounting Standards Board (GASB) 87 —

Guidance for Implicit Interest Rate

GASB 87 requires all leases to be paid to principal, interest and (possibly) executory cost general ledger
accounts. An amortization schedule must be created if not provided in the lease agreement using either

an explicit or implicit interest rate.

e Explicit Rate- If an interest rate is specified in the contract, use this. This is the preferable interest rate.

e Implicit Rate- If no interest rate is specified in the contract, an interest rate will be determined by type of Asset:

1. Machinery, Equipment where no interest rate is specified, follow the rate as determined in the statewide
contract with Presidio Technology Capital, LLC. (link-Interest Rates as specified in contract with Presidio
Technology Capital, LI.C. The “Bank prime loan” rate can be located on the Federal Reserve website (link-

Federal Reserve Prime Rate).

2. Real Estate related leases/rentals where no interest rate is specified, follow the mortgage rate at time of
commencement. Updated rates can be found at: IRS implicit rates for real estate

Applicable Federal Rates (AFR) for December 2020 N

Period for Compounding

Annual Semiannual Quarterly Monthly
N’
Short-term
- S
AFR 0.15% 0.15% 0.15% 0.15%
110% AFR 0.17% 0.17% 0.17% 0.17%

0.20%

0.20%

0.20%

0.20%

130% AFR
Mid-term
AFR 0.48% 0,48% 0.48% 0,48%
| 110% AFR 0.53% 0.53% 0.53% 0.53% |
e 120% AFR 0.58% 0.58% 0.58% 0.58%
130% AFR 0.62% 0.62% 0.62% 0.62%
150% AFR 0.72% 0.72% 0.72% 0.72%
175% AFR 0.84% 0.84% 0.84% 0.84%
Long-term
AFR 1.31% 1.31% 1.31% 1.31%
| 110% AFR 1.45% 1.44% 1.44% 1.44% |
120% AFR 1.58% 1.57% 1.57% 1.56%
130% AFR 1.71% 1.70% 1.70% 1.69%

Note 1-Use the rate in effect at the commencement of the Lease
Note 2-Select the interest rate based on the repayment cycle

Note 3- Select the appropriate lease term.

Short term- term not over 3 years

Mid-term-term between 3 and 9 years

Long-term-term over 9 years
Note 4-Do not use these rates provided in screenshot abovell Use the rates updated per this link:

Page | 1

IRS implicit rates for real estate




https://procurement.sc.gov/files/attach/IT%20Leasing%20Update%201%2011%202019.pdf

https://procurement.sc.gov/files/attach/IT%20Leasing%20Update%201%2011%202019.pdf

https://www.federalreserve.gov/releases/h15/

https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fpub%2Firs-drop%2Frr-20-06.pdf&data=02%7C01%7Ckkip%40cg.sc.gov%7C6304c95b3dfa436e0cf308d7c68b03f7%7Ce9f8d01480d84f27b0d6c3d6c085fcdd%7C1%7C0%7C637196172669938291&sdata=HS8Um%2BAJ8hfgFzSzAYr7bCflRFwsd5cCOvhaPqyjUh4%3D&reserved=0

https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.irs.gov%2Fpub%2Firs-drop%2Frr-20-06.pdf&data=02%7C01%7Ckkip%40cg.sc.gov%7C6304c95b3dfa436e0cf308d7c68b03f7%7Ce9f8d01480d84f27b0d6c3d6c085fcdd%7C1%7C0%7C637196172669938291&sdata=HS8Um%2BAJ8hfgFzSzAYr7bCflRFwsd5cCOvhaPqyjUh4%3D&reserved=0



		GASB 87 requires all leases to be paid to principal, interest and (possibly) executory cost general ledger accounts. An amortization schedule must be created if not provided in the lease agreement using either an explicit or implicit interest rate.
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