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a)
1. The two parties in the transaction- Lewis Security Inc. and Consolidated Leasing. Lewis, in this case, is the tenant/ lessee while Consolidated Leasing is the lessor or the one who possesses the property.
2. Five primary types of leases and their features include:
i) Leaseback lease is a type of lease where the lessor sells the property. It mainly involves assets such as real estates and such.
ii) Operating leases, on the other hand, allows the tenant to use the asset but it hinders them owning the same. The costs of maintenance are usually involved in the payments for the lease.
iii) Combination leases are one that includes both the features of capital leases plus those of the operating lease (Chen et al, 2018). Like the operating lease, it involves a cancellation clause.
iv) A capital lease is one where the lessor only pays for the asset they have leased, and any other costs or finances about the asset are directed to the tenant. Thus the asset is recorded as the property of the tenant.
v) Synthetic lease moreover, allows the tenant to use the asset without having to worry about taxes. The finances that result from synthetic lease are taken as expenses in the state income of the company. 
3. How contracts are classified for taxation.
Tax can be deducted from the payments from leased assets and depreciation of the same.
4. Effect of leasing on firm’s balance sheet
There has been no effect on leased holdings on the balance since it has appeared on less critical sections of the balance sheet such as the footnotes. However, an operating lease is included in the balance sheet in a way that the worth of the asset is considered as a fixed asset and its future value regarded as a liability.
5. Effect of leasing on the capital structure of a firm
Most of the leases tend to raise the fixed assets apart from the operating leases.
b) 1. The present value of owning the equipment is $585,689.50 
2. An explanation for the rationale for the discount rate used to get the PV
One multiplies 10% which is the firm’s interest rate with one and then deducts the taxation rate which is 40%.
3. The present value cost of leasing the equipment.
Lewis will incur $540,556.50 to lease the equipment.
4. Net Advantage of Leasing
The NAL is $45, 143 which can be obtained by deducting the current value of owning the material from the current value of leasing it. Since this value is positive, Lewis should go ahead and hire the equipment because it means that the firm will incur fewer costs in hiring the material than to buy the same and resell.
5. Explanation how $0 or a return of $400,000 could be accomplished
The company may lose all the cash in the process, and thus they will not have any money to finance what they owe for the equipment. A value of $400,000 as residual is not practical; there is no mechanism a firm cans make to make such returns. However, the firm can invent a rate and multiply the same with the residual in their risk calculations. If the costs related to purchasing are more significant to those of leasing, then Lewis Inc. should lease the equipment.
6. Decision analysis to write or forfeit the lease 
As the lessor, I would put all the relevant details in the timeline to determine the present values of the equipment. If I see that more money is generated through leasing, then I would go for that option.
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