LEASE JUSTIFICATION                 
 (Rev 4, 8/16/00)

GENERAL INSTRUCTIONS:

1. Completion of this form is required for a lease of any dollar value; with the following exceptions:

a) If the requested lease period is less than 60 days, only #6 of Part I and all of Part II need to be completed and returned.

b) If the purchase price of the item to be leased is less than $100,000, only Part I needs to be completed and returned.  Please note that the purchase price of the item is the cost to buy the item outright, and NOT the estimated rental cost.

c) If the requested lease period is less than 60 days and  the purchase price is under $100,000, the requisition should so state both facts and completion of this form is not required.

2. Please be aware that the terms “lease” and “rental” are considered synonymous.

3. There are two determinations that must be completed prior to requesting a lease: a Lease versus Purchase determination and a Capital versus Operating Lease determination.

LEASE VERSUS PURCHASE DETERMINATION 

In accordance with FAR 7.4, agencies should consider whether to lease or purchase equipment based on an evaluation of comparative costs.  Since you have made the decision to lease, it is necessary to provide justification that demonstrates leasing is in the best interest of the government.  Part I of this form must be completed to provide this justification information.  When completing Part I, consider the following:

There are generally two different lease methods commonly requested by DoD activities, a straight lease and a lease with the option to purchase.  

Straight Lease = A lease that provides for a specific period of performance, after which the government has no ownership of the item, nor an option to purchase the item.

Lease with the Option to Purchase = A lease that includes provisions for government purchase of the item at any time during the lease period of performance.  This typically includes application of a portion of the lease payments towards the purchase price of the item.

CAPITAL VERSUS OPERATING LEASE DETERMINATION

PART II of this form addresses capital versus operating leases.  If the item you want to lease has a purchase price over $100,000 and any of the following circumstances exist, you are requesting a capital lease:


1.  The lease transfers ownership of the property to the government at the end of the lease.


2.  The lease contains an option to purchase at a bargain price.


3.  The total lease period exceeds 75% of the useful life of the item.


4.  The total lease payments, less maintenance and transportation costs, exceed 90% of the purchase price. 

If the item you want to lease has a purchase price under $100,000, you are requesting an operating lease.

If the item you want to lease has a purchase price over $100,000, but none of the above four circumstances exist, you are requesting an operating lease.

Please keep in mind that a capital lease requires capital/investment (OPN) funds for all lease payments, as well as for the purchase price (when including an option to purchase).

An operating lease allows for payment of lease monies with expense or operating (O&MN) funds.

PART I  -  LEASE VERSUS PURCHASE INFORMATION  (Requiring Activity Completes)
1. Item to be leased/rented: ____________________________________________________________________________________

2. Were current Government inventories checked for availability of the required equipment?__________________________________

3. Please state the reason why the equipment is needed and why it must be leased instead of purchased. Please keep in mind that a lack of funding does not justify leasing.__________________________________________________________________________
__________________________________________________________________________________________________________
__________________________________________________________________________________________________________
__________________________________________________________________________________________________________
__________________________________________________________________________________________________________
 (Examples: obsolescence of equipment due to technological advances, lack of maintenance capability, etc.)

4. What is the expected lease period (i.e. 6 months, 12 months, etc.)?   _________________________________________________

What is the anticipated extent of usage during the lease (i.e. 24 hrs a day / 7 days a week)?_______________________________

5.    Are there any financial or operating advantages of alternate types/makes of equipment. ____   If yes, please explain.  

      __________________________________________________________________________________________________________
      __________________________________________________________________________________________________________
      __________________________________________________________________________________________________________

6.    Please provide market research information regarding the availability and cost of leasing/purchasing the required 
       equipment.  (If more than one type of equipment is required, provide market research information on all.)

Company




POC & Telephone No.




Useful Life of Equipment




Monthly Rental/Lease Cost




Portion of Monthly Cost 

Applicable to Maintenance




Portion of Monthly Cost 

Applicable to Transportation




Total Rental/Lease Cost




Purchase Cost




If total lease costs (less maintenance and transportation costs) exceed the purchase price, the higher cost of leasing must be justified and proven to be in the best interest of the government.  Please provide information that supports your request. 
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

PART II -  CAPITAL VERSUS OPERATING LEASE  (Requiring Activity Completes ONLY if the purchase price of the item is over $100,000.)

1.     Does your request include an option to purchase?    Yes       No         

2.    Is the lease term (length of time for rental) equal to 75% or more of the useful life of the item?        Yes       No

3.    Do the total lease payments (less the maintenance and transportation costs) exceed 90% of the purchase price?       Yes       No

IF YOU ANSWERED YES TO ANY OF THE ABOVE QUESTIONS YOU HAVE REQUESTED A CAPITAL LEASE AND MUST PROVIDE CAPITAL FUNDS FOR BOTH THE LEASE PAYMENTS AND ANY APPLICABLE PURCHASE OPTION PRICE.

4.    Are capital funds available for this requirement?         Yes       No 

5. Verified capital funding for this requirement with __________________________________________________________________

Name

Title

Code


Phone 

To the best of my knowledge, the above information is current, accurate, and complete.

Printed Name, Title, Code, and Phone # of Preparer:___________________________________________________________________

Signature of Preparer:___________________________________________________________________________________________

PART III – CONTRACTING OFFICER’S DETERMINATION


LEASE VERSUS PURCHASE DETERMINATION (CHECK ONLY ONE)

_____
The customer has completed PART I and has adequately justified that leasing is in the best interest of the  
 Government.



_____
PART I was not adequately documented by the requiring activity; therefore, the following additional information is provided in support of the lease determination: ____________________________________
_______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________

_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________




_____
Completion of PART I is not required as the lease timeframe is less than 60 days.




CAPITAL VERSUS OPERATING LEASE DETERMINATION (CHECK ONLY ONE)

_____
The customer has completed PART II and has demonstrated that appropriate funds are available for the CAPITAL or OPERATING (circle one) lease.

Availability of capital funds was verified with __________________________________________________

   (comptroller, business office, etc)               Name                    Title                   Code             Phone



_____
PART II was not adequately documented by the requiring activity; therefore, the following additional information is provided in support of the lease funding determination: ______________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________




_____
Completion of PART II is not required as the purchase price of the item is less than $100,000 and the item is, therefore, not a capital asset, in accordance with DoD Financial Management Regulation Volume 2B, Chapter 9, Section 090103, paragraph C.1.



Based on the above information, the Contracting Officer hereby determines that use of lease procedures is in the best interest of the Government and that appropriate funds are available.

_________________________________________                      
____________________________________

Purchasing Agent/Contract Specialist         Date
Contracting Officer                Date
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