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1. INTRODUCTION. This report is the result of an effort by the Range Commanders Council
(RCC) Optical Systems Group (OSG) to assist users in determining the financial benefits of
leasing or purchasing optical equipment. The initial study considered nine software applications
that could be used in making the decision to lease or purchase equipment. Five programs were
removed from consideration after it was determined they did not work well or were not as useful
as the remaining four programs.

2. APPROACH. A task committee was formed within the Photo Lab Committee of the OSG.
The committee members selected the applications shown in paragraph 3 for evaluation. The
applications take into account only the financial aspect of an acquisition. The following
components should also be considered when determining lease versus purchase.

a. Reasons for leasing

Help smooth budget spikes

Facilitate rapid technology deployment

Facilitate standardization efforts

Provide an effective disposal strategy for used equipment

b. Reasons for not leasing
e Lack of an in-house Information Technology (IT) Asset Management Program
e Unacceptable risks of signing a multi-year contract committing to one technology or
vendor
e Requirements for custom or one-of-a-kind hardware
e Inability to strictly adhere to contract length, terms, and conditions

c. Financial considerations

e Qutline costs associated with current procurement methods and equipment
management. These costs include:
- Acquisition costs
- Asset management costs
- IT support costs
- Disposal costs

e Calculate the respective costs of leasing or purchasing equipment

3. EVALUATION. The following software applications were evaluated for this report. The
first three applications run on Microsoft Windows® and the fourth program runs on Mac OSX®.
All of the applications can be downloaded for a trial period.

a. Financial Calculator

Version 1.1.1 is available at http://www.rwent.com.

Calculator has a 15-day trial with full capability.

Cost of the software is $19.95.

This application has more functionality than just lease calculation, but the extra
features are not particularly useful for our purposes.




| 7] Fi

File MenuIndex Mortgage § Loan Solvers  Investment Solwers  Other  View  ‘Window  Help
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Salvers (IRR = Internal Rate of
Return)
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Fird a Suitable Loan and | Feturn On Invest. Monthly | Bond Yield to Maturity Salver
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Leaze Salwer Return Calculator With Taxes
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E Lease Solver

Date g/11/2008 . | <Pay at Period>
Period it vears 4.00 © Begin &
End D ate 841172008

Interest Rate (%) 6.000

Purchase Price 265,000.00

Daowen Payment 0.00

Amount of Lease 25.000.00

Lease Buyout 10,000.00

Payment 0228

|Cal-:u|ated Payment Armaount = 402,28

[10/11/2004 [3:234M

Figure 1. Financial Calculators, Version 1.1.1 (screen shot).

Features: Lease Solver
Period in Years
Interest Rate
Purchase Price
Down Payment
Lease Buyout
Payment



b. Lease Calc Pro

Version 1.0 is available at http://www.almsysinc.com.

Program has a 30-day full use trial period.

Cost of the software is $9.95.

This calculator is slanted toward the automotive industry but the boxes that pertain to
vehicle information can be ignored.

| Lease Calc Pro - Unregistered Version

File Tools Help Register Mo

=
x@HdD =%
Ealculalel Lease Charges ] Amortization ] Mame / Addrezs ] Co-Leszee | Wehicle | Insurance ] [epreciation ] Quote ] Trade]

Baze Yalues Calculation Options
oE 0 i 7

1. Capitalized Cost: $25.000.00 Elalcsutlahzn L_l,lpe_

Net Capitalized Cost: $25.000.00 andar
. 0 $1D 000,00 ) - 40.00000 i Standard w/' Interest
2. End Yalue (Residual): [ # A - or - Residual %: :

Usze Money Factor &+ Spreadsheet

3. InterestRate: | MoRate £.00000 -or - Money Factor: 2.56500 i~ Yes s Mo

I3 the first payment to be

4 Term: 48 - included in the Met Capitalized
30 days left in trial Cost?
. $402.28
5. Baze Payment ArmoLit: ~ Ves & Mo
Provide 4 of the 5 above fields and the 5th one will be calculated for you.
Calculated Besults Optional Data
Tatal Ease Pagment: 5402, 28 Tanes [Z): Accumulative? GST /7 Pi? Description Fresulting $
1. 0.00o00 v G|PIN | 50,00
Taxable Baze Papment: 5402, 28 2 0.00000 W GlPIN | 20,00
Sales/Use T ax Percent: 0.000 2 0.00000 W GIFIN | §0.00
4. 000000 v G|PIN | 50,00
Sales/Usze Tax dmaint: £0.00 5 000000 W GlPIN | 20,00
Total Monthiy Payrment: 5402, 28
Taxable Add-On to Baze Payment Amount; 0.00
Diwe On Delivery 402, 28 o .
Amount of Met Capitalized Cost that is Mon-tasable:
Contral Mumber: $0.00

Figure 2. Lease Calc Pro, Version 1.0 (screen shot).

Features:

e Calculates for missing values (calculation solver).

e Calculates standard and spreadsheet (loan) type leases.

e Allows data to be saved and retrieved in as many different files as desired.

e Prints amortization schedules, payment schedules, depreciation schedules, and

customer quotes.

Contains option to calculate by money factor.

e Contains option to calculate end value as a percentage of capitalized cost (residual
%).

e Allows zero percent interest rates.

e Allows report headings to be customized using the built-in RTF editor.




c. Amortizelt!

Version 3.0 is available at http://pine-grove.com.

Program has a 21-day full use trial period.

Cost of the software is $24.95.

This calculator provides a narrative and charts to explain the conclusion it reaches.

E;Lea

General Info | Purchase | Lease] Busingss Rules  Results | Cash Flows | Options

Lease Vs Buy Results Loan Schedufes - Cash Flows

In analyzing whether you should lease or finance the acquisition of the copier, there HH

were a number of assumptions made. First, the initial value of the assetis § LR Arczeton
$25,000.00. The asset will be used far business 100% ofthe time. No depreciation T

will be taken. Since a discount rate was NOT indicated, the conclusion is based upon 1 § Affordable House

a Cash Analysis. By not entering a discount rate, you are indicating that receiving Advisors

one dollar four years from now is the same as having one dollar today.

sus
§ Balloon Paymert %ﬁ Lesse vsBuy
Looking first at the finance side of the |ease vs buy eguation.. the amount being —e——

financed ig $25,000.00 and the total of the 48 payments will be -$28,182.24. There gz' Loan ™

is no sales tax being collected on this purchase. Atthe end of the financing, itis - %‘ Loan Comparison
expected thatthe copier will have a fair market value (adjusted basis) of $1,562.50.
Your out-of-packet expenses including and the total afthe perodic payment is
-§28,182.24. Since the assetwill be used for business, the government helps to
underirite the purchase cost by aranting various deductions. The total tax savinas
fram and the interest deduction is §0.00. The net costto finance the use of this
assetfor 48 payments, after expenditures and the allowance for any tax benefts and
assuming thatthe assetis sold for the estimated selling price of $10,000.00, will
be-$18,182.02 or expressed in today's money (PY), that eguals -§18,182.02

gas [ —
Remaining Balance £5
£5  Refinance
sse
§ Comp/Simple Int

Deo - Days Left: 23 (c) 2004 Pine: Grove Software, Al rights reserved

Looking nex atthe lease side, the total of the 48 lease payments will he
-518,309.44. Other out-of-pocket expenses including will come ta $0.00. Again, since
the assetwill be used for business, there are various tax deductions which help to
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Figure 3. Amortizelt!, Version 3.0 (screen shot).

Features:

e This calculator allows the user to print a detailed projected cash flow for both the
financing side as well as the lease side of the problem

e The program calculates cash flows for both the lease and buy scenarios

e Calculator includes a charting module that visually shows the lease costs vs. the cost
of financing.




d. FinLease

e Version 1.5 is available at http://paranzasoft.com.
e Calculations can only be made up to $10,000 until the software is registered.
e Cost of the software is $45.00.
H ®
e This calculator runs on Mac OSX™ only.
180 = sample lease
Lease data General; o} Payments: ] ool | [ 885 | [0 | [ oof |
Neminal annual rate: B.0000 % Lease date: 10/11/2004 !I__
'
i Compaounding: monthly ot Payments occur: monthly e l':
Equipment cost: 10,000.00 UsD First payment date: P 11/01/2004 11.
____ |
Points: 00000 % Total payments: 48 ﬁ
E
I Periodic payment: 234.46USD | Amount financed: 10,000.00 USD |
Total paid: 11,254.08 USD Total interest: 1,254.08 USD |
{ Amortization Schedule | Details | I:
| |
| Date Description | Payment | Interest | Principal | Balance !_
10/11f2004 Lease =10,000.00 .00 =10,000.00 -10,000.00 rf_
11/01f2004 Payment 1 234.46 =33.31 201.15 -0,798.85
1270172004 Payment 2 234 .46 -£8.99 185.47 -0,613.38 |
01/01/2005 Payment 3 234.46 -43.07 186.39 -8,426.99 E
02/01/2005 Payment 4 234 .46 ~47.13 187.33 -9,239.66
0370172005 Payment 5 234.46 -46.20 188.26 -0,051.40
04/01f2005% Payment B 234.46 -45.26 189.20 -8,862.20
05/01 /2005 Payment 7 234 .45 -44.131 19%0.15 -8,672.05 b
De/O1f2005 Payment 2 234.46 -4£3.36 191.10 -8,480.95 t
07/01f2005 Payment ] 234 .46 -£2.40 192.06 -8,288.89
B8/0172005 Payment 10 234.46 -4£1.44 193.02 -8,095.87
09/01/2005 Payment 11 234 .46 -40.48 193,08 -7,901.89
1070172005 Payment 12 234.46 =39.51 194,95 =7,706.94 1
11/01/2005 Payment 13 23446 -38.53 195.93 -7,511.01
12/01/2005 Payment 14 234.45 -37.56 196.50 =7,314.11 v
01/01f2006 Payment 15 234.46 -36.57 197.89 -7,116.22
02 /0172006 Payment 16 234 .45 -35.58 198 88 -6,917.34
03/01f2006 Payment 17 234.46 =34.59 199.87 -6,717.47
040172006 Payment 18 234 .46 -33.59 200.87 -6,516.60
05/01/2006 Payment 15 234.46 -32.58 201.88 -6,314.72
BE/01/2006 Payment 20 234 .46 ~31.57 202,89 -6,111.83
0770172006 Payment 21 234.46 =-30.56 203.30 -5,907.93
0E/O1f2006 Payment 22 234.46 -29.54 204.52 -5,703.01
09,01 /2006 Payment 23 234 .45 -28.52 205.54 -5,497.07
10/01f2006 Payment 24 234.46 =27.49 206.57 =-5,290.10
11/01 /2006 Payment 25 234 .46 -26.45 208.01 -5,082.09
12/01f2006 Payment 26 234.46 -25.41 209.05 -4 873.04
01/01/2007 Payment 27 234 .46 -24.37 210.09 -4 662.95 4
0270172007 Payment 28 234.46 -23.31 21115 -4,451.80

Figure 4. FinLease, Version 1.5 (screen shot).




Features:

e User entered first payment date

Compounding frequencies ranging from annually to daily

Payment frequencies ranging from annually to weekly

Choose from six different day count conventions

Specify end of month adjustments

Choose from four different rounding options

One, two, three advance payments, no advance payment, or a percentage of

equipment cost as advance payment

e Upto 12 groups of 12 step up payments, either as a percentage of regular payments, a
fixed amount or interest only

e Upto 12 groups of 12 step down payments, either as a percentage of regular
payments, a fixed amount or interest only

e Residual payment, either as a percentage of equipment cost or as a fixed amount,
occurring on the normal end date, on the last payment date or one month after the last
payment date

4. CONCLUSION. After testing the applications, Amortizel T! was selected as the application
that best meets the needs of the user; FinLease was the next best application. The Amortizelt!
program has an extensive help menu and explains in detail how it calculates formulas. FinLease
has almost the same features, but is not as user friendly.
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