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Information for concrete contractors about leasing
and buying equipment, three ways to lease
equipment, common leases, leasing options and
procedures, lessor questions, and more.
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The backbone of your business relies on the use of specialized equipment—the kind
which enables you to create surfaces that “wow” your clients. But for every piece of
equipment you need, there is the question of whether to lease or buy.

Truck Leasing—Utility Trucks
Image courtesy of Subway Truck Parts

Both leasing and buying have their own unique pros and cons, and only after
considering all the facts will you be able to make a decision that’s right for you and your
business.
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Buying

If you’re looking to buy (we’ll assume through a loan), you're going to need to come up
with a down payment and probably pledge other assets as collateral. Most loans also
require two expenditures within the first payment period; the down payment and your
first monthly loan payment. (If you’re buying with cash, you should run the idea through
your tax consultant, as he or she may advise you that there are better, more tax-friendly
ways to purchase equipment.)

The good news is that loans allow you to claim a tax deduction for a portion of the loan
payment (as interest) and for depreciation (tied to IRS depreciation schedules). It's
always advisable to talk to your tax specialist before you make any move, as they will
be aware of the current Internal Revenue Service (IRS) regulations.

Any equipment you buy is required to appear as an asset with a corresponding liability
on your balance sheet. If you choose to buy, you'll be responsible for many things: the
entire life of the equipment; tracking the asset through its entire life cycle; managing all
maintenance costs, interest, taxes and insurance; and the disposal or selling of the
equipment when it's outdated or no longer of any use to you.

Leasing

You're probably already familiar with buying equipment, but leasing may be a new
concept you haven’t considered. According to the Equipment Leasing Association
(ELA), a non-profit organization that represents companies involved in the equipment
leasing and finance industry, leasing offers many advantages versus other financing
methods (such as loans).
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First, the IRS doesn’t consider an operating lease to be a purchase. According to the IRS,
it's actually a tax-deductible overhead expense, which means you can deduct the lease
payments from your corporate income. An operating lease also isn’t considered a long
term debt or liability. This means the lease does not appear as debt on your financial
statement, which in turn makes you more attractive to traditional lenders, if and when you
need a loan. And because lease payments are treated as expenses on your balance sheet,
the equipment doesn’t have to be depreciated over five to seven years. This is equal to an
immediate write-off of the dollars you spend.

In leasing, there is very little money down required. Also, because a lease doesn’t require a
down payment, it's equivalent to 100 percent financing (which means you will have more
money to invest in revenue-generating activities). Leases also offer flexibility as you grow
and your needs change. You can add or upgrade at any point during the lease term
through add-on or master leases (note that the ELA recommends that if you anticipate
growth, negotiate that option when you structure your lease program).

Bobcat Skid Steer Loader For example, if you plan to continually acquire equipment, a master lease that allows you
to acquire many items within a single lease (and avoid executing a new contract with every
new item) may suit your needs. Leases can even be customized to fit your month-to-month
or year-to-year cash flow needs; they can be customized for cash flow, budget, transaction
structure, cyclical fluctuations, etc. For example, some leases allow you to miss one or
more payment without penalty.
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A lease provides asset management because it tracks the use of equipment for specific
periods of time at fixed payments. Better yet, the lessor assumes and manages the risk
of equipment ownership. Leasing also offers cash forecasting; you know the amount
and number of lease payments over the life of your lease. This way, you can accurately
forecast equipment cash requirements for your company. And when the lease ends
there are several options for the equipment, including returning it, renewing the lease or

buying the equipment.

Lastly, in an industry where having the latest technology can make or break you, a
short-term operating lease can help you get the equipment you need and keep your
cash. The ELA recommends leasing any equipment you think will depreciate quickly or
will be obsolete soon.

Ways of Leasing

If you decide to lease, you're not alone—eight out of 10 companies lease some or all of
their equipment, according to the ELA. There are three ways to lease equipment—you
Concrete Polishing Equipment can select and order the equipment and then find financing through a lessor; you can
Photo Courtesy of HTC-America choose the equipment through a vendor or manufacturer that offers leasing; or you can
get the equipment directly through a lessor.

The two most common leases are operating and finance. An operating lease works well
if you plan to update or replace equipment often. Operating leases also allow you to
use the equipment without ownership and return it at lease end. A finance lease is a full
payout, non-cancellable agreement in which you are responsible for maintenance,
taxes and insurance. This type of lease is best used when you want the tax benefits of
ownership or expect the equipment’s residual value to be high.
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Your Lessor
Most leasing companies will tailor lease pricing, payment schedule, end-of-lease
options and other components to suit your needs.

For example, Granite Leasing (www.graniteleasing.com) offers the Capital Lease
(also known as $1 lease) that begins with first or first and last monthly payments.
After the lease runs through the desired term, at the end of the term you would
purchase the equipment for $1 (you’d have to depreciate this the same way you
would a bank loan). Granite’s Operating Lease starts with first or first and last
monthly payments, but after it runs through the desired term, at the end of the term
you have the option to purchase the equipment for a residual (normally 10, 15, or 20
percent of the original price), or you can turn the equipment back in. In this case,
you would be able to write the payments off as a rental payment.

At Accord Financial Group (www.accordlease.com), they offer 100 percent financing

and the ability to include “soft costs” such as installation and training in your monthly
payment. According to their website, they require a one-page application for
equipment acquisitions up to $75,000 (for organizations in business less than two
years, additional information may be required). Accord offers nationwide lease
coverage (including Canada); flexible payment options including deferred, seasonal
and skip payment plans; lease terms from one to seven years for both new and
used equipment; and various end-of-lease options.
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Advantage Leasing Corporation (www.advantageleasing.com) offers a free lease line
commitment, from $15,000 to $50,000, to lease most any type of equipment within six
months of application. They also have a calculator that helps you figure out what your
payments might be. Simply enter the cost of the equipment you want to lease, and the
calculator will give you monthly payments for terms of 24, 36, 48 and 60 months (your
actual payment may be lower or higher depending on your approval rating and funding
options).

If you're feeling overwhelmed with options, the ELA has a directory at
www.chooseleasing.org that will help you choose the lessor that’s right for you.
Chooseleasing.org is full of information on leasing and strategic financing methods, as well
as a comprehensive directory of leasing companies. Just be sure to choose the lessor you
feel the most comfortable with, as you may be working with them for many years to come.

Lessor Questions

The ELA recommends considering the following questions before you sign on the dotted
line:

Does the leasing representative understand your business and how this

Shot Blasting Equipment transaction helps you do business?

Photo Courtesy of Blastrac

What is the total lease payment and are there any other costs that you could incur
before the lease ends?

What happens if you want to change this lease or end the lease early?

How are you responsible if the equipment is damaged or destroyed?
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What are your obligations for the equipment (such as insurance, taxes and
maintenance) during the lease?

+ Can you upgrade the equipment or add equipment under this lease?

* What are your options at the end of the lease?

What are the procedures you must follow if you choose to return the
equipment?

» Are there any extra costs at the end of the lease?
Clearly, whether you choose to lease or buy, there’s a lot to consider. But by using

the resources available to you, you can rest assured you’ll be able to make the right
decision for you—and your bank account.

Read other guides in “The Concrete Network’s Shop Smart Series”
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HOW YOU CAN USE THIS DOCUMENT

You have unlimited right to print, distribute, and use this guide. E-mail it to a friend, put it
on your website, or any other ideas you see fit. You can print it and post it on a job, at your
favorite coffee shop, in your office, or get creative and engrave it in concrete. Please
share freely, the only things you may not do is alter it or charge for it.

COPYRIGHT INFORMATION

The copyright in this work belongs to the ConcreteNetwork.com. Please direct questions
regarding feedback, use, permission and screw-ups to dan@ConcreteNetwork.com.

DOWNLOAD GUIDE

This guide is available on line at http://www.concretesherpa.com/leasing.

EMAIL TO A FRIEND

Click here to pass the guide along to someone cool.
http://www.ConcreteSherpa.com/email/leasing

SUBSCRIBE

Learn about the latest Sherpa Guides and other concrete information available in the
Concrete Network’s Newsletter. http://www.ConcreteNetwork.com/newsletter.htm
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SUMMIT DATE

This document reached the summit (was created) on March 10, 2006 and is based on the
best information available to the Sherpa at that time. To check for updates please click here
http://www.ConcreteSherpa.com/leasing.

NAVIGATION & USER TIPS

You can move around this guide by using your mouse or keyboard arrows. Left mouse
button goes to the next page, right mouse button goes to previous page. Click on the right
arrow ( — ) for the next page and the left arrow ( < ) to go the previous page.

KEYBOARD SHORT CUTS PC MAC
Zoom in (Larger) [Ctrl] [+] [8] [+]
Zoom out [Ctrl] [-] [38] []
Full screen/normal screen view [Ctrl] [L] [36] [L]

ABOUT THE CONCRETE SHERPA

The Concrete Sherpa is a team of people that represent the experience, teaching and
learning of our team members and other industry leaders on a mission to make life better for
the concrete contractor. We are an idea center striving to deliver thought provoking ideas
based on “Concrete Advice for Business and Life” to stimulate you to reach new heights. As
a user, you should remember to consider all information you receive, here at the Concrete
Sherpa or elsewhere, not as a cast in concrete recommendation, but rather as an idea for
you to consider and ponder.
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THE JOURNEY LEADING TO THE CONCRETE SHERPA PROJECT

The Concrete Sherpa Project (A Sherpa is a “guide”) was born at The Concrete Network in
mid 2004. Here is how it happened:

The biggest surprise, or gift, since starting The Concrete Network in 1999 has been the
concrete contractor friends from around the country we've made and witnessing the passion
they have for what they do. These people include Dave Pettigrew, up in the San Francisco
Bay Area, or the Verlennich brothers in Minnesota, or Bob Harris in Georgia, the list goes on
and on. It's quite inspiring.

We were once asked, “How are you so excited every day about concrete?” Well the answer
is simple, it is impossible to not be excited about concrete when you have the job we do-
interacting with hundreds of concrete contractors from every state in the country.

The thing we’ve learned about concrete contractors is that most are passionate craftsmen-
they are often less passionate and experienced in the “office stuff’”. Human nature channels
us to do what we are most comfortable with; learning how to use a new saw-cutting tool is
comfortable; learning and implementing a new estimating strategy, or job management tool,
is not so comfortable.
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THE JOURNEY CONTINUES...
So Sherpa was born to provide FREE and easy to use information on topics many
contractors are not too comfortable with.

. Concrete Sherpa is here to provide help to contractors who are often ‘Lone Rangers’
and don’t have anyone to get solid business advice from.

. Concrete Sherpa is here to provide help for contractors who have to work too hard
and too many hours in their business, and one day realize they need to work on their
business, not in their business.

. Have fun with Concrete Sherpa and go faster towards reaching success than you
might have on your own.

. To skeptics who think something free can’t be valuable, or there must be a trick- visit
Concrete Sherpa and decide for yourself.

We hope you make great use of the Concrete Sherpa and it helps you to become an
awesome success for yourself, your family, your church, and your community.

VISIT THE CONCRETE SHERPA

To visit the Concrete Sherpa click here http://www.ConcreteSherpa.com.
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