Why Lease? AccuBRrass.c

Did you know over 30% of all the equipment acquired in the United States is through leasing? This equates
to $248 billion in leased equipment annually.

Benefits of Leasing

* 100% financing. With leasing, there are very lirtle, if any, upfront costs. And, a lease can cover soft
costs such as installation, training, and shipping. Conversely, a loan does not cover soft costs and may
require as much as 20% down, depleting cash reserves.

o Tax and accounting benefits. The IRS does not consider Tax Leases (FMV, 10% Option) to be a
purchase, bur rather a tax-deductible expense. Therefore, you may lower your taxable income by
deducting the lease payments. Non-tax Leases ($1.00 Buyout, 10% PUT, SD=BO) are attractive to
lessees who want the tax benefits of ownership and use of IRC Section 179. Consult your tax advisor
on the specific impact to your business.

e Flexibility. Unlike loans, you can structure creative payments including deferred and skip/seasonal
programs allowing you to miss one or more payments without penalry. Convenient end of lease
options exist too: purchase the equipment, return the equipment, or renew the lease. 1f you need to
terminate the lease, a buyout can be figured

o Upgrade technology. A lease lowers obsolescence risk because you can upgrade or add equipment ro
meet your ever-changing needs. With FMV or 10% Option leases, the risk of obsolescence is on the
lessor, not you.

o Speed. Leasing allows you to respond quickly to new opportunities with minimal documentarion and
red tape: less than a loan. Your application can be approved promptly and you can receive your
equipment quickly.

Time Value of Money Example

Many people follow the business rule to invest in assets that appreciate and finance those that depreciarte.
Consider $25,000 is available in cash. Instead of using cash to buy equipment, place the cash in an
investment, and lease the equipment. What is the net gain?

1. CASH: Consider investing $25,000 in a § year investment with an average
return of 8%. After 5 vears, the $25.000 = $36,733. Or, with an aggressive
15% return, thar investment would be worth $50,284.

2. LEASE: In comparison, finance $25,000 in equipment in a five vear lease
with a monthly payment of $517.50 and an end of the lease option of 10%, The
cost to lease, not including the 10% option is ($517.50 x 60) = §31,050.
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Why Lease?...continued

Cash - Loan - Lease
Wondering how a lease compares to using cash or a loan? Check out the comparison chart:

" Cash T o loase

A down paymant as much s 20% phus
colaloral may b requred . Also, loan
paymants ate generally figher than leass
pryrmants.

A losn reduces your svslatle cred i from
your firancial mstlubon

This owner boars all lhe flsk of equipment
devalunion, Obsolescence misl b
traciead by the ownar,

Baniks prefer kb loan monoy on a kaaling
of variable raie lied to prime_ Rale risk s
on the customer, nol the bank.

Banks rarely fnance sofl cosls socash s
nebded b cover [hese cosls

To upgrade or add on new equipment a
new loan s needed and crodil is
reviewed agan This can siow down the
upgrade process. Owners must manage
tha deposal of ouldated equpmant

Do precistion & bed o IRS deprociation
schedules. With loans, customers @in
anly write-off e inlerest porton

ol loan, The principal s deprocialad

Mo down paymant is recquined.
Leasing usualy has loss impact on
cash fow due 1o kower payments.

A lsase doos nol affect your line of
crodt | dso provides andthe
maars of acessng capilal for
your busness

Thelessss baraiers the risi of
obsdlescena lo Pe lessor whon
thare § no obigalon b awn the
squomant a the end of the lease.

Paymaenks are fxaod ko the lease
tarm. Pay wilh nexdt year's nflalad
dollars and lake advantage of
nfalon

Leasing abows you lo wrap soft
costs N your payments and may
cover all solf costa

Lamsing allows lor ansy upgrades
or additions and you may keap he
sama payment by simoly extending
Ihe ke ase Bim

Lomsed amob aro axpo reod whan
F'sa Tax Lease. Such assels do
nol appear on Be B reburn which
can mprove fnencal rabos. Non-
Tax Leases can accelorate
depreciabion using Secton 179,



