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	Entering Leases Post Go-Live 

Overview
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All leases—capital and operating—must be entered in SMART post Go-Live. This will facilitate Accounts and Reports with CAFR reporting. It should be noted that the Asset Management module does NOT send payment information to the Accounts Payable module. Your agency will still be responsible for generating lease payments.
Prior to entering a lease in SMART, your agency must determine what type of lease it is—capital or operating. To do this, take the following actions:
· Review FASB Statement No. 13.  A lease is considered a capital lease if it meets at least one of the following four criteria:

· There is an ownership transfer at the end of the lease.

· The lease contains a Bargain Purchase Option (BPO).

· The lease term is 75 percent or more of the asset’s life.

· The present value of the minimum lease payment is 90 percent or more of the Fair Market Value (FMV) of the asset. 

· Review the lease agreement.

· Determine the estimated useful life of the asset being leased based on the table below. 
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180G |Leased Buildings 480
LEQFR__|Leased Equipment and Furniture %
LHROW __|Leased Hardware %
LLAND __|Leased Land )
LSFTW ___|Leased software %
LVHCL __|Leased Vehicles 60





· Research and determine the Fair Market Value (FMV) of the asset being leased.

· FMV is the price a non-desperate buyer would pay and that a non-desperate seller would accept in the open market. 

· To determine FMV, use one of the following methods:

· Check the lease agreement to see if it lists the FMV.

· Use a value guidebook for the item if one exists. 

· Use the appraised value of the item. If you lease building space (as opposed to an entire building), take the appraised value of the building divided by the number of square feet in the building. Once the prorate amount has been established, take that number times the number of square feet you lease. That will be the FMV of this lease.

· Search the internet for similar items to the one being leased. Determine the amount an agency would have to pay if purchasing the item instead of leasing.

The following guidelines should also be considered prior to entering a lease:
· Leases between state agencies should not be entered in SMART.

· Current leases should be entered in SMART by July 15, 2010. 

· Expired leases should not be entered in SMART.

· Daily rentals should not be included.

· Service contracts should not be included (ex: Trash pick-ups).
· It is the assumption of the Asset Management Team that there are very few Step Leases. If an agency has a lease that consists of variable payment amounts and/or variable timing over the term of the lease, please contact the Asset Management team for assistance.

· Review AM340 course materials and PPM 13,001 for additional information.

Once the lease type has been determined and the guidelines have been reviewed, use the Data Entry template to enter your lease(s) online.
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