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EVALUATION OF LEASE TO DETERMINE ACCOUNTING TREATMENT
(Retain this form in the appropriate lease file as supporting documentation and send a copy to accounting.)
Note: If a lease is for both real and personal property, the total minimum lease payments must be allocated between the two types.
Instructions: Complete the questions in the order presented. Upon a "yes" response to any item, stop and do not continue to complete the evaluation questions. Sign and date the evaluation at the bottom of the page. If the "yes" is under number "1" below, the lease is an operating lease. If the "yes" is under number "2" below, the lease is a capital lease. If the "yes" is under number "3" below, the lease is an operating lease. 
1. Any yes response below indicates an operating lease: 
Yes No
___ __ No cost lease
___ __ Minimum lease payments (base rents) over lease term, excluding executory costs (service costs), are less than $25,000
___ __ Lease term is 5 years or less and entered into prior to September 30, 1997 
___ __ GSA space assignment
___ __ Lease with other Federal agency
___ __ Land lease with no ownership (title) transfer or bargain purchase option
 

2. Any yes response below indicates a capital lease*:
___ __ Transfers ownership (title) to the lessee by the end of the lease term
___ __ Contains a bargain purchase option
___ __ The lease term does not begin within the last 25% of the leased property’s total economic life and the lease term is equal to or greater than 75% of the estimated remaining economic life of the leased property.
___ __ The lease term does not begin within the last 25% of the leased property’s total economic life and the net present value of the minimum lease payments (base costs), excluding executory costs (service costs), is 
__________ . This does equal or exceed 90% of the fair value (fair market value) ($____________) of the leased property.
 

3. A yes response below indicates an operating lease:
___ __ If the response to all questions for numbers "1" and "2" are "no", then place a "yes" here.
 

Prepared by:_____________________________________ Title:___________________Date:_____________
Reviewed by:____________________________________ Title:___________________Date:_____________
* In a land and building lease, if the fair value (fair market value) of the land is 25% or more of the total fair value of the land and building, then only the first 2 questions are applicable for the land and all the questions are applicable for the building. Treat as two separate leases.  




