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DATE: November 12, 2010 
 
SUBJECT:  Authorize a funding request under the existing Master Lease Agreement to finance 
various essential equipment and technology systems as reflected in the Adopted FY 2011 – 2016 
CIP.  
 
C. M. RECOMMENDATION:   
 

1. Authorize the Purchasing Agent to execute an appendix to the Master Lease for certain 
essential equipment totaling $5,788,500. 

2. Appropriate funds from Lease proceeds to the General Capital Fund account 
313.380800.91103. 

 
ISSUES:  The County finances various essential equipment and technology systems through an 
existing cost-effective lease financing agreement.   
 
SUMMARY:   
Historically, Arlington County has financed its equipment needs through a master lease.  Tax-
exempt lease financing allows the County to acquire the equipment at a low interest rate and pay 
for the equipment over its useful life.  The current master lease agreement with TDBank, 
approved in October 2009, allows the County to finance its equipment needs up to a maximum 
of $37,500,000 through October 2011, with an option to extend the acquisition period for an 
additional 12 months.  The proposed request of $5,788,500 will fund technology equipment and 
systems, public safety equipment, and solid waste equipment.  These projects were all included 
in the recently adopted FY 2011 – 2016 CIP.   
 
BACKGROUND:  Every year Arlington County and the Arlington Public Schools finance a 
portion of their needs for equipment and systems through the Master Lease Agreement.  The 
Master Lease Agreement’s structure allows the County to procure equipment using temporary 
sources, and then draw funds from the Lessor to reimburse the temporary sources.  In order to 
comply with federal tax regulations, the County needs to state its intentions to reimburse itself 
with the proceeds from the Master Lease Agreement.  The County complied with this tax 
provision at the September 4, 2009 meeting when the Board approved the reimbursement 
resolution which covered all purchases from that date up to a maximum of $37,500,000 during 
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the term of this lease; however, action is still required of the County Board to appropriate the 
lease proceeds for each draw throughout the terms of the master lease.  Including the proposed 
funding request, the County has utilized approximately $15.3 million of the maximum agreement 
amount of $37.5 million.   
 
DISCUSSION:    
Each time the County wants to draw funds under the Master Lease, the Purchasing Agent 
executes an appendix to the Lease for specific equipment.  Each appendix represents a new lease 
and has an associated interest rate and repayment schedule, subject to the terms of the Master 
Lease.   
 
The County will make lease payments based on the higher of 1) the interest floor as established 
in the existing master lease agreement or 2) a fixed interest rate using a percentage of the current 
rate for three, five, seven or ten-year U.S. Dollar Current Interest Rate Swap Index as reported by 
the Federal Reserve Board: H.15 at the time an appendix is executed.  Based on the U.S. Dollar 
Current Interest Rate Swap Index rates as of November 5, 2010, the lease rate would be 2.35 
percent for equipment financed over a three-year term, 2.75 percent for a five-year term, 3.25 
percent for a seven-year term and 3.50 percent for a ten-year term. 
 
The obligation to make payments under the Master Lease will be subject to annual appropriation 
by the County Board and will be enforced only so long as an annual appropriation is made by the 
County Board covering the amounts of the obligations described in the appendices to the Master 
Lease.   Since neither the County’s full faith and credit or its taxing power is pledged, this 
obligation will not constitute a general obligation debt of the County.  If funds were not 
appropriated by the County Board under the Master Lease, the lessor would have the right to 
take possession of the equipment financed under the Master Lease.  
 
EQUIPMENT:  Attachment 1 lists the equipment needs to be funded through this second draw of 
the master lease.  It includes personal computers and laptops, network security enhancements, 
and server refreshment requested by the Department of Technology Services; public computers 
and printers for the Libraries Department; a Solid Waste tub grinder; defibrillators for the Fire 
Department; and an upgrade to the Real Estate appraisal system for the Department of Real 
Estate.  The total cost for the equipment and systems for this financing is $5,788,500.   
 

• The PC Replacement program operates on a four year cycle.  This inventory has 
traditionally included desktop computers and beginning in FY 2009, also includes laptops 
for users whose work requires mobility.  This financing will refresh approximately 1,357 
PCs currently included in the PC replacement program inventory and additionally 182 
public computers and 13 public printers in the Libraries.   
 

• Network Security Enhancements are needed to harden data security to maintain 
compliance, reduce the risks of potential data breach/loss and enhance the County’s data 
access controls.  This financing will be used to purchase hardware, software and 
consulting services to enable the County to meet these needs. 
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• Server Refreshment is an ongoing requirement for the replacement of servers that are 
over five years old, out of warranty and no longer supportable.  Without replacement, the 
applications that reside on these servers are at risk of failure.  This financing will be used 
to replace approximately 25 servers. 
 

• A new tub grinder will allow the Department of Environmental Service’s Solid Waste 
Division to continue to process wood, leaves and spring yard waste collected throughout the 
County into mulch products.  On an annual basis the County grinds approximately 45,000 
cubic yards of leaves and another 14,000 cubic yards of brush into wood and leaf mulch.  
These commodities are made available to the Parks, Recreation and Cultural Resources 
Department and County schools for various projects and delivered or made available for free 
to residents.   
 

• The patient defibrillators, carried on all Fire Department response vehicles, have reached the 
end of their useful life expectancy.  The current defibrillators assigned to the frontline 
units are becoming harder to obtain due to the outdated technology which is now 12 years 
old.  Replacing these units with newer models will allow the Fire Department to treat 
many medical emergencies using the most current technologies available.  An example is 
the ability to monitor critical blood gasses that is currently not available with the older 
model.  This funding will finance a total of 34 defibrillators. There are 32 existing 
defibrillators and a need for two additional defibrillators for the two all-terrain special 
response vehicles frequently used for emergency response at County public events.  These 
vehicles were previously equipped by taking defibrillators from other units or not equipped 
with a fully capable defibrillator at all.  
 

• The Departments of Real Estate Assessments (DREA) and Technology Services (DTS) 
are seeking to replace the 11-year old appraisal and assessment administration solutions 
that are in use today with a single, integrated commercial off the shelf (COTS) software 
package.  The real estate appraisal system assesses and generates all of the County’s real 
estate revenue receivables.  This critical system requires that the replacement process 
begin now to be ready in time for the calendar year 2013 assessment period.   

 
Staff expects that about 36 percent of the equipment to be financed under this Master Lease 
would be financed over three years, ten percent over five years, 36 percent over seven years, and 
17 percent over ten years.  The lease term reflects the expected useful life of the equipment.  The 
Arlington County Purchasing Resolution permits the Purchasing Agent to enter into financing 
agreements on behalf of the County.   
 
FISCAL IMPACT:  The equipment and systems will be financed for 3, 5, 7 and 10 years.  The 
debt service to support the County’s projects is included in the adopted FY 2011 budget.  The 
debt service for the Tub Grinder is budgeted in DES Solid Waste Program under 
101.490500.44020.  The debt service for the remaining projects is budgeted under 
101.490500.91103. 
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    Attachment 1 

Arlington County 
Equipment List for Master Lease Financing - 2nd Draw - December 2010 

     

Department Equipment Quantity  Amount  Useful Life 

Technology Services (DTS) Desktop computers and laptops    1,357   1,899,800  3 years 

Libraries Public computers / printers 182 / 13    204,200  3 years 

Technology Services (DTS) Network Security Enhancements           1     250,000  5 years 

Technology Services (DTS) Servers         25     350,000  5 years 

Solid Waste Bureau Tub Grinder           1     710,000  7 years 

Fire Department Defibrillators         34   1,374,500  7 years 

Real Estate Real Estate Appraisal System           1   1,000,000  10 years 

 Total   5,788,500   

     

  36%  2,104,000  3 years 

  10%    600,000  5 years 

  36%  2,084,500  7 years 

  17%  1,000,000  10 years 

    5,788,500   


