NO—

Capital or Operating Lease

Is the fair market value of the
equipment greater than $5,000?

YES

.

Does title transfer at the end
of the lease?

The Four Part Test

YES

NO

Does the contract include a
bargain purchase option?

YES

NO

Does the lease cover 75% or more
of the useful life of the equipment?

YES

NO

:

Is the present value of the minimum
lease payments equal to or greater
than 90% of the fair market value of
the equipment?

YES

You have a capital lease. There are
special rules concerning the accounting
for capital leases. See the Property
Control web page for more information.

NO

.

You have an operating lease.
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