EQUIPMENT MANAGEMENT

Valuation Concepts
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Which Hat Are Your Wearing

—_LFA

EQUIPMENT LEASING &
FINANCE ASSOCIATION

American Soclety of Appralsers -
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Fair Market Value

As defined by the American Society
of Appraisers (“ASA”), is an opinion
expressed in terms of monez, at
which the property would change
hands between a willing buyer and a
willing seller, neither being under any
compulsion to buy or to sell and both
having reasonable knowledge of
relevant facts, as of a specific date.
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Day One FMV
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It's been my experience, that from an appraiser’s perspective, their Day One
FMV is historically less than the equipment’s invoiced cost.

They assume:

 The equipment is used (titled or UCC filing).

* The equipment will be sold on the secondary market to a 34-Party

« Assume a Hypothetical Condition on expose and marketing times

 The equipment’s color & configuration might not be exactly what they want

* Buyers expect to pay less than retail (FMV).

» Possible Warranty Not Transferring or shorter than new equipment coverage.
FET & Tariffs considered softcost
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From a Risk, Credit, & Asset
Management Perspective

Having the Day One FMV lower than
the Iinvoiced cost creates an illusion
that the customer is overpaying on the
asset or that there is “air” in the
transaction. This could create

structuring challenges
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. 1o fund a deal
., Have the Customer Default
. Repossess the equipment

Provide adequate market and exposure
time to achieve Retail / FMV

. Resell the equipment to a 3™ Party
., Obtain sales proceeds and apply them

ALL IN ONE DAY!
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FMYV — With

Is an opinion expressed in terms of money, at which
the property would change hands between a willing
buyer and a willing seller, neither being under any
compulsion to buy or to sell and both having
reasonable knowledge of relevant facts, as of a
specific date.

For new equipment, the Da¥l One FMYV recognizes the
asset as "new' and a]pplies the Principle of Substitution
as the core methodology. This assumes that a prudent
buyer acquiring identical new, substitute equipment,
would incur a similar retail cost. Accordingly, once
soft costs are verified and removed, the Day 1 FMV of

w equipment reflects its verified replacement cost
———a

Additional Language
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Day One FMV

With the additional language added to the ASA’s FMV _
definition, I'm comfortable supporting that the Day One FMV is
.+ the same as the equipment’s invoiced cost less any identifiable
~« ~ softcosts while ellmlnatlnﬁ the impression that there is air in

. «.¢ the deal Day One or that the customer is overpaying.

s

{3 O F

r.) ., (\
& N .
«f | assume:

A el

The equipment is new & has never been titled or had any prior UCC filings.
The equipment will be purchased by a buyer other than our customer.

A Hypothetical Condition on the exposure & marketing times isn'’t
necessary.

The equipment’s color & configuration is exactly what the buyer wants.

Buyers are not expecting any discounting above what is considered normal
M for a new equipment purchase.
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Equipment Valuation Analysis
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Requester: Joe Smith
Invoiced Cost Reviewed (“ICR’
O New B Used

PURPOSE OF REVIEW IS A PROVIDE CREDIT WITH YEAR OVER YEAR VALUES
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Other Considerations

ODo you consider FET hard or soft costs.

ODo you consider tariffs hard or soft costs.
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