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How to Keep Your
Cash and Keep up
with the Competition

By Dave Gilbert and
Dan Feder

According to the Equip-
ment I easing and Finance
Association’s 2007 Annu-
al Equipment Finance Fe-
port, equipment leasing 13
most prevalent in the con-
stuction and trucks/frail-
ers industries. The con-
stmaction businesz, in at
least one way, iz guite
similar to trucking. By
this I of course mean by
expense. The very essence
of the services around
which both businesses re-
volve reguires various
types of equipment to be
employed, various fypes
of incredibly expensive
equipment, that is. As a
result, confractors and
construction company own-
ers frequently find them-
selves in the same finan-
cial guandary as their
semi-wheeling  counter-
parts. And so it should
colme as no big surprise
that the solution remains
the same; don’t buy, leaze.

Not only is leasing a
cost efficient method of
keeping pace with tech-
nology and much larger
business rivals, but by
choosing to lease costly
materials, cash flow can
be increased substantially,
a major concem for all
new business ventures,
large and small.

Not only does equip-
ment leasing provide tax
breaks for the lesses, but it
frees up capital that can be
put teward other business
expenditures or revenue-
Zenerating activities.

For many business own-
ers, especially those in the
motor transport or con-
stmaction mndustries, ‘new
equipment’ can easily
mean humdreds of thou-
sands of hard eamed dol-

lars. Therefore, even rela-
tively mimor tax breaks ars
felt immediately but that’s
caly the beginning.

In the heart of the tech-
nological revelution, even
the latest and greatest con-
struction equipment and
trucks can become obso-
lete mn just months. Why
buy & brand new 18-
wheeler now, when next
year's medel will come
with & bwilt-in GPS navi-
gation system? Why buy
next year's when the fol-
lowing model with have
an alternative firel system?
There is only way to kesp
up with the constant tech-
nological advancement.

With many equipment
leasing arrangements, a
contracter 13 able to
choose & plan that allows
the company to exchange
recently leased equipment
for upgrades or newer
models. This allows the
business to simultaneous-
ly keep pace with com-
petitors and new develop-
ments.

Accommodating the lit-
tle guys

Typically, leasing 1s
most  advantageous to
small businesses faced
with big expenditures or
companies without wvast
amounts of readily avail-
able capital. But for those
same Tedasons, securing a
lease has been more diffi-
cult for smaller entifies.
Therefore the option of
leasing has been perceived
by these businesszes as
overly complicated, a sifu-
ation cnly exacerbated by
the recent credit erisis.
But some equipment leas-
img firms effer leasing
opticns tailored to meet
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the needs of such busi-
nesses, assuaging fears
and developing a new
niche market.

For instance, Five Point
Capital (FPC) offers the
“Long Haul Trucking
Program.” a plan available
exclusively to truck own-
er-operators in the metor
transport fleld. Designed
to combat the overwhelm-
ing imbalance in expend-
able resources between
the lone trucker and the
multi-millien dellar in-
dustry giants, this pro-
gram affords subscribers
financing which can be
put toward supplanting
a defective or outdated
moedel, or to adding =
fourth truck to a preexist-
ing fleet of three.

How it’s done

In every leasing ar-
rangement there are two
parties: the leasing com-
pany, also known as the
lessor and the compamny
receiving the lease or the
lessee. In a basic agree-
ment, the lezzes, will leasze
equipment and pay for it
over a fixed peried of
time. This allows for use
of the eguipment, and
consequent profits, while
paying for said equipment.
Furthermore, depending
on the type of lease, the
lesses can nsnally choose
te either own the equp-
ment at the end of the
lease, or retumn it for an
updated replacement.

The lease can also
cover single or mmltiple
rentals. A single master
contract can be made to
melude multiple 1tems.
The business owner is
subsequently obligated to
pay all lease fees and
bears the cost of all equip-
ment repairs and mainte-
nance, for the duration of

the conmract. This inchudes
damages and lost equp-
ment, prompfing an msur-
ance requirement.

Equipment leasing com-
panies generally help the
company access financing
guickly by using nen-
recourze (non-collateral-
ized) debt. The business
owner seeks out the prop-
er equipment and vendor
and negotiates the pur-
chase price then comtacts
the leasing firm to com-
plete the lease by provid-
ing the necessary funding
te facilitate the zcquist-
tion. Because of their rela-
tionships with financial
msttutions, most leasing
firms, use a process that
guickly establishes the
credit ability of the busi-
ness owner allowmg for
fastest mmaround. Equip-
ment leasing requires zero
down payment znd 100
per cent of the equipment
cost may be financed
Meny equipment leasing
companies even allow
sales tax, delivery, instal-
lation, and training to be
added mto the lease. Ad-
ditiomally, a lease doesn’t
tie up the business own-
er's persenal credit to
gualify and, in most cases,
offers substantial tax ben-
efits.

Types of leases

There are several types
of leases to choose from
depending on the terms
that best smt the business’
needs. First, there i3 the
Fair Market Value Lease,
which iz an excellent op-
tien for business owners
expecting a decrease In
the value of their leased
equipment. The lease agree-
ment provides three op-
tions when the term of the
equipment lease ends:
purchase the leased equip-
ment at fair market value,
renew the equipment lease,

or returm the equipment.

Ancther lease financ-
mg option 1s the Dollar
Buy Out Lease. With this
opticn, at the end of your
lease term., a business
owner may “buy” the
equipment for just one
dollar. This 15 an appeal-
mg selection for business-
es whose egquipment will
not lose value looking to
keep equipment at the end
of the lease.

Many equipment leas-
g companies also offer
commercial leases for
large equipment purchas-
es (over $100,0000. With
this particular lease, many
banks will include equip-
ment leases on a business’
available credit and re-
duee the credit line linits
accordingly. Some equip-
ment leasing companies,
however, have special ar-
rangements so that equp-
ment leases won't affect a
company s available bank
credit.

The construction and
trucking industries can
benefit immensely from
equipment leasing. espe-
cially when starting out
Even though constraction
i3 primarily a labour-
based business, start-up
and one-time fees can
make it difficult to buld 2
profitable business. As the
Equipment Leasing and
Finance Association’s 2007
Annual Egquipment Fi-
nance FEeport numbers
show, eguipment leasing
haz helped construction
and trucking companies
both large and small not
only stay afloat but thrive
despite the current volatile
economic condigons. Leas-
mg provides the options
that these businesses need
in order to stay profitable
and competitive especially
in times of uncertainty in
the econemy.



