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Purchase or Lease?

Leasing is a convenient and cost-effective way to acquire new or additional equipment to maintain your competitive advantage market position. It’s one of the fastest-growing financing options in business today. A recent Gallup survey found 80 percent of U.S. businesses lease a portion of their equipment. Leasing helps you solve the dilemma of a limited cash flow versus the need to add equipment. Leasing also helps address your immediate needs while retaining your cash position to address future opportunities.
Reasons to Lease 
· 1. Enjoy Low Monthly Payments
Your monthly lease payment will usually be lower than other methods of financing. In many cases, you can actually afford more of the best with leasing.

· 2. Acquire Equipment Without Tying Up Capital
Where other types of financing often require a significant down payment, leasing is 100 percent financing which requires only a month or two down payment. Leasing puts the equipment to work for you immediately with a minimal up-front cost.

· 3. Protect Your Lines of Credit
Lease payments have no impact on your bank credit lines, as they typically do not trigger loan covenants on existing loans. Your borrowing power is preserved for other business opportunities.

· 4. Maintain a Competitive Edge
Leasing gives you the advantage of having the latest technology at a more affordable cost. This enables you to serve customers faster, more efficiently and less expensively than the competition.

· 5. Eliminate Obsolescence
Leasing enables you to use today’s best technology and upgrade when the equipment has outlived its advantage. You don’t have to worry about staying current or selling used equipment.

· 6. Take Care of Hidden Costs
Leasing can be more than just equipment: it often covers delivery, installation, training and customization. Your lease offers everything it takes to put the equipment to work for you without hidden costs.
· 7. Realize Tax Advantages
While you should contact your tax advisor, most lease payments can generally be structured on a pre-tax basis. Your taxes may be reduced.

· 8. Simplify Accounting
Lease payments are little more than a line-item in your monthly cost of operations. You are freed from time-consuming depreciation schedules and excessive bookkeeping.

· 9. Guard Against Market Conditions with a Fixed Payment
Lease payments are fixed, unlike bank lines of credit with variable rates. Regardless of market conditions, you are protected from climbing interest rates.

Leasing Advantages 
Leasing is a popular way for businesses of all sizes to outfit employees with current equipment. Your business can realize some real advantages by leasing: 
· You’ll enjoy fixed payment, lessening the impact on cash flow.
Leasing can be great for seasonal or cyclical businesses that prefer to schedule payments during peak cash flow periods.

· You’ll be freed from complicated applications and waiting periods.
Most lease credit decisions are made within 24 hours. Transactions up to $250,000 require only a simple, one-page application.

· You’ll conserve your capital and your credit.
Instead of tying up your lines of credit and sources of capital in equipment, you’ll be able to use them for opportunities such as inventory, marketing or personnel.

· You’ll get your equipment immediately.
After signing your lease documents, you schedule delivery. It’s that easy.

· You’ll be able to project basis use of equipment.
By selecting a lease term that closely matches the project’s duration, leasing is a good way to acquire the latest equipment without having to keep it when that project is complete. You’ll always be able to maintain a competitive edge by using the most advanced equipment to serve your clients.

· You’ll realize 100% financing, including soft costs.
In addition to financing 100% of the equipment, you can generally include “soft” costs (up to 10% of the equipment cost) such as sales tax, shipping, software, training, maintenance and installation into the lease.

· You’ll see tax benefits.
While you should contact your tax advisor, many leases allow you to deduct monthly payments as an operating expense. Leasing may help your business avoid the Alternative Minimum Tax (AMT).
· You’ll have options for purchase or renewal.
At the end of the lease, you may choose to purchase your equipment, upgrade it, continue to lease it or return it.

Tax Advantages though Leasing
Although it's always wise to see the guidance of a qualified tax profession, it is clear that leasing offers significant tax advantages over outright equipment purchases. Here are some benefits to discuss with your tax advisor: 
· Pre-Tax Advantages 
Purchases are made with after-tax dollars. A lease payment can generally be structured as a pre-tax business expense and may reduce your taxes. 

· Tax treatment 
The IRS does not consider an operating lease to be a purchase, but rather a tax-deductible overhead expense. You may be able to deduct the lease payments from your corporate income. 

· Tax benefits 
Lessors often pass the tax benefits of ownership on to the lessee in the form of lower monthly payments. 

· Immediate write-off of the dollars spent 
Lease payments are treated as expenses on a company's balance sheet, eliminate the cumbersome task of depreciation.

· Balance sheet management 
Because an operating lease is not considered a long-term debt or liability, it does not appear as debt on your financial statement. Your lease may qualify for off-balance sheet treatment under FASB 13. This "Operating Lease" structure helps you maintain important balance sheet ratios (ROE), as there is not a Balance Sheet effect. 

· 100 percent financing 
With leasing, there is very little money down, which is equivalent to 100 percent financing. That means you'll have more money to invest in revenue-generating activities. 

· Improved cash forecasting 
By leasing equipment, you know the amount and number of lease payments over the life of the leasing period so you can accurately forecast cash requirements.
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