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Abstract

In this case, in order to obtain the vehicle of INFINITI M25, Whealth Life
Science L.L.C. considers purchasing or leasing. In addition to the cash price of the
car purchase and the lease payments, should the executory costs covered by the
lessors be taken into account in the assessment of this capital budget? The executory
costs include license tax, fuel fee and insurance. This question can inspire students
to have thinking ability.

This case shows that the leasing industry does not include the verbal agreement
of "Preferential Purchase Rights" in the contract for saving tax for the lessees and
enhancing lease incentives. The results also show whether it is the net present value
or the internal rate of return method, to choose to lease is better than to buy because
the cost of the leased goods and the insurance that the leasing company obtains is

far lower than the market price.

Keywords: Lease, Net Present Value, Internal Rate of Return, Capital Budget
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