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SUBJECT:  Buy vs Lease Considerations

REFERENCES: (a)  FAR 7.4
	(b)  DFARS 207.4
			
1. Many times the lifecycle cost of leasing equipment costs more than purchasing the equipment outright.  However, there are cases where leasing or renting equipment may be more advantageous to the Government.  Before deciding whether to lease or buy equipment, units should consider the following:

a. Estimated length of the period the equipment is to be used and the extent of use within that period.
b. Financial and operating advantages of alternative types and makes of equipment.
c. Cumulative rental payments for the estimated period of use.
d. Net purchase price.
e. Transportation and installation costs.
f. Maintenance and other service costs.
g. Potential obsolescence of the equipment because of imminent technological improvements.
h. Availability of purchase options.
i. Potential for use of the equipment by other agencies after its use by the acquiring agency is ended.
j. Trade-in or salvage value.
k. Imputed interest.
l. Availability of a servicing capability, especially for highly complex equipment; e.g., can the equipment be serviced by the Government or other sources if it is purchased?

2. In cases where a proposed lease exceeds 60 days, the requesting unit must prepare a justification to the contracting squadron that addresses the above before the contracting officer will continue with a decision to lease.

3.  Our office will be happy to answer any questions when determining whether a lease or purchase represents a better value.  Please contact us at 586-3050 for further assistance.
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