2015 Capital Lease Versus Operating Lease Test

[ [ | Est.
| Lease 7 Econo FMV of =
| Asset 7 Title Xfer | Bargain ﬂ ﬂm....: mic _ ”_.o_.”m_ | Leased | nmum_m_.oq 5
Module Monthly | atEnd of | Purchase | in Useful Principal | Equip. at Operating ]
Dept | Lease / Property Req. Asset ID Model Pymt | Lease? | Option? _ Month Lifein  Pmts Over Lease Lease? , m
Tab CC Date No. Schedule No. Number No. Description Amount 7 (Y/N) 7 (YIN) s Mo.'s Lease Term , Inception (Calculated Field)
1 2 3a 3b 4a 4b
__1] 1/20/2015 ) Court At Law #7 M...mmmwu _u_x.umq.k_{_ ___Mp 4503 ---mﬁﬂma n. N N 48 |60 $6,136.32 $5,103.00 iCapital Lease ]
2| 3/3/2015 1 130 iElections 269560 o_fmwm.-”- MP 75025P | $300.57 | N N 48 1 60 1 $14,427.36 $11,999.00 iCapital Lease
3 -.wmmw\.wmwm 90 iDist Clk for 449th 270914 DIR-1674 MP 5002sP mumm.mm-!_-- N N 36 60 $5,609.88 $5,109.00 iCapital rmmmmI---r- 6174 |
|__4| 3/17/2015 90 Dist Clk for 430th ] --w.q.omﬁ DIR-1674 MP 50025P $155.83 N N 36 60 $5,609.88 mm_a.u.om __iCapital Lease _6.174 |
5| 3/17/2015 | 90 !Dist Clk Basement 270914 DIR-1674 MP 50025P $155.83 N N 36 60 --.m.m._mom.mm $5,109.00 !Capital Lease 6.174
6| 3/17/2015 110 tPublic Affairs 272271 DIR-1674 MP C4503 $148.37 _N N a8 60 ] $7,121.76 $5,923.00 1Capital Lease
7| 3/17/2015 i 110 iPublic Affairs 268578 DIR-1664 3051ci $136.72 N N 36 60 $4,921.92 $5,889.00 iOperating Lease
| 8| 3/31/2015 | 124 {PCT#4 272864 DIR-1674 MPC5503 $223.31 N N 48 60 i mwo.dm.m.m $8,915.00 ;Capital Lease_ 9.344 |
| __9] 5/5/2015 m 125 |County Courthouse 277960 407-12 Mailing System $929.00 N N 60 60 $55,740.00 $45,953.04 !Capital Lease 7.874
10| 5/19/2015 t 240 iHuman Services . 275489 | DIR-1674 MP75025P $359.02 N N 36 60 ! $12,924.72 $11,771.00 iCapital Lease
12| 5/19/2015 i 90 iDist Clk for 449th 275806 1 DIR-1674 MP50545P $188.42 N N 36 60 _$6,783.12 $6,054.00 iCapital Lease ]
13| 5/19/2015 90 iDist Clk for 430th 275806 DIR-1674 MP50545p $188.42 N N 36 60 $6,783.12 $6,054.00 }Capital Lease
14| 5/19/2015 | 90 iDist Clk Basement | 275806 DIR-1674 MP50545P $188.42 _N N 36 | 60 $6,783.12 $6,054.00 Capital Lease I —
15| 5/19/2015 } 160 _IPURCHASING DEPT 1 ADD ON MPC4503 $3.38 N -4----.@-- 44 _n. 60 $148.72 ADDON  ito Capital rmm.m“m.:ﬂ--------
_16| 6/2/2015 i 210 iPLANNING DET. 276500 DIR-1674 MP50545P 1 $133.79 N N 48 i 60 $6,421.92 $5,341.00 iCapital Lease 9.346
17| 6/2/2015 § 210 }PLANNING DET, 1276500 DIR-1674 MPS054SP 1 $133.79 N N 48 ! 60 $6,421.92 $5,341.00 |Capital Lease 9.346
18| 6/2/2015 | 210 IPLANNING DET. i__276500 | DIR-1674 |  MP50545P $133.79 N N 48 60 $6,421.92 $5,341.00 !Capital Lease | 9.346
..._m 6/2/2015 210 IPLANNING DET. 276500 DIR-1674 MP50545P $133.79 N N 48 60 mm.ﬁp.mw- $5,341.00 iCapital Lease 9.346
) u.u 6/16/2015 County Court Law 8 276415 DIR-1674 MPC4503 $155.64 N N 36 60 $5,603.04 $5,103.00 iCapital Lease
20f 6/19/2015 i 67 P 4PL1 277984 DIR-1674 MP5054 $133.69 N N 48 60 $6,417.12 $5,337.00 Capital Lease | 9.346 |
21| 6/19/2015 | 60 P 2PL2 278768 | DIR-1674 MP335450 $126.70 N N a8 60 $6,081.60 $5,058.00 |Capital Lease 9.345 |
22| 9/1/2015 65 HP3PL1 279095 DIR-TSO-3043 MPC4503 &%..5 N N 48 60 | $8116.80 $6,500.53 Omm_.m_ Lease 11.345
23 i i ' ! mo‘cmu
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Lease Calculator

IEZEE | Fix Payment | Result
Product/Property Value § 6500.53 Interest/Return Rate 11.345%
Residual Value s 0 Total of 48 Menthly Payments $8,116.80
Total Interest $1,616.27
Lease Term 4 years "
g months
Monthly Payment $ 169.10
Calculate
Related:
lculator | auto | c r

What is a Lease?

A lease is a contract made for the use of an asset. It is made between a lessor (the owner of the
asset) and a lessee (the person who wants to use the asset).

You will hear the most about leasing houses and cars. but you can lease anything. Businesses
routinely lease all sort of equipment, because the sffect on the bottom line and on tax is favorable

There is a considerable difference between leasing an asset and renting it A lease contract is a strictly
binding business agreement. The two parties make the agreement and neither one can deviate from
its terms (without some very exceptional reason) Lease an apartment for three years, and you owe
the rent on that apartment for the next three years month by month, and if you don't pay it, you will
incur serious penalties

This is very different from renting an apartment. Most rental contracts are covered by much more
considerate terms for the tenant, who can move out early; arrange late payment in some cases, etc
That is why it is unusual for a landlord to lease an apartment to an individual — the laws covering rental
conlracls are better protection for both tenant and landlord However, should a business seek an
apartment to use, perhaps, for executives who visit the city from time to time, a leasing agreement
might be favorable

When agreeing to a lease, you will almost certainly be asked to make a deposit to cover risk of
damages and non-payment. It should be clearly stated in the lease that the deposit is refundable

Leasing a Car

The most commen form of leasing seen today is automobile leasing. This is not because leasing a car
is cheaper than buying one — on the contrary. overall it's more expensive. But auto leasing has two
principal benefits that make it very popular despite the expense” You can always drive a fairly new car,
and it's always under warranty; and, for the same budget, you can often get a larger, more luxurious
better-equipped car

When you lease, there are many factors to consider The initial down payment, the amount of the
maonthly payment, the time of the lease (this is usually three years inthe U S, but it is possible to lease
for six years) the mileage you can drive every year, etc

Your monthly payment is based on the difference between the cost of the automobile ("transaction
price” or its "capitalized cost”) when it's new. and what the car is forecast to be worth at the end of the
Ieasing period — this is called the "residual value " This difference is financed at a particular rate of
interast which is sometimes called the "leasing rate You may also have to put down & security deposit
(this is usually one month's payment) There can be additional charges that the dealer may impose, so
you should discuss all the financing carefully before agreeing to an automobile leasing contract

Business Leasing

A business leasing equipment is more like a consumer leasing a car The business pays a monthly fee
for the use of the asset, and al the end of the lease period. the business can purchase the asset at
residual value Sometimes an agreement is made for such a purchase at a fixed value at the beginning
of the lease. At other times, businesses can simply stop leasing, or continue leasing the equipment

The advaniages to the business are considerable The business can acquire and use expensive
equipment while paying only a fraction of its cost upfront Lease payments are also tax deductible as a
business expense. Further, once the lease is over. the business can lease new equipment obtaining it
again without having to pay out for it

Leasing Real Estate

Leasing real estate usually involves a business that seeks office space, of land, or a factory. It is rare
for private individuals to lease real estate because, as we have seen renting is much more favorable
to both landlord and terant

Commercial leasing of real estate does not usually lead to the purchase of the property by lessee. It is
essentially the same as renting, but the terms are stricter The most important item is the length of the
lease, of course, bacause once you are committed for the period, you cannot change it. The monthly
payment scmetimes includes other charges like insurance. tax and maintenance: All of this should be
transparent, and you should know exactly what you are paying for. You will make a security deposit,
but the lease should guarantee that you get It back at the end unless specific conditions oceur
(damages, non-payment, etc.)

The lease should also define exactly what you are paying for, the exact space and facilities should be
carefully listed. if you have the right to use any common areas in the building. it should be specifically
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