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The Benefits of Leasing Over Buying
To lease or to buy, that is the question faced by businesses across the country. Here are a
few things to consider when trying to decide if leasing is a better option than buying.

Tax Advantages: One of the most significant advantages to

leasing over buying are the tax benefits. If structured correctly,
lease payments, unlike loan payments, can be expensed in the
period they are paid as a general operating cost. This results in
a lower after-tax cost for the credit, which results in a lower tax
liability when compared to depreciating the equipment cost and
expensing the interest portion of the loan payments. Expensing the
full payment is also easier to account for on a company’s financial statements because
only one general ledger entry is necessary to “book” the expense (instead of two entries
necessary to account for loan payments).

Save Money: By leasing, a company can finance 100 percent of its equipment costs.
Since a lease often does not require a down payment, security deposit or origination fee,
a business can use capital or other credit means to invest in their company. Those
investments often times can produce income that negates the cost of the lease. The same
justification can be made for businesses that can afford a large cash outlay for equipment.
That cash could be reinvested in another more profitable sector of the business negating
the cost of the lease.
Makes Budgeting Easier: Leasing allows a company to acquire equipment immediately
without a huge cash outlay. Also, if structured correctly, a lease provides a monthly
expense that doesn’t change. If the equipment is owned, or the lease improperly
structured, maintenance or repairs could punch a large hole in your budget.

Avoid Inflation: The terms of most leases are fixed. Therefore when the “real cost” of
the lease is adjusted for inflation, a business can actually save money over time. The net
cost of the lease will actually decrease while gross revenues increase.
Leasing keeps equipment up to date and businesses competitive: A rule of
thumb from businesses and financial advisors encourages businesses to match the
productive life of an asset with the liability associated with that asset’s acquisition. By
matching the lease terms to the life of the equipment, a company can match payment
obligations to the productive, revenue-generating life of the asset. This is especially true
with technology. It doesn’t make sense to make a huge cash outlay for equipment that
may be obsolete a year later.
Leasing provides the kind of flexibility that buying can’t: Leasing allows a business
to evolve and change with its industry, and it can provide short-term solutions that encourage
long-term growth. By choosing to lease instead of buying, a business can avoid the initial
outlay required for new equipment, and it won’t ever get stuck with outdated equipment.
Leasing provides businesses, particularly small businesses, with options. It can provide a
way forward for a business without limiting growth.

Everything You Wanted to Know About Section 179 but Were Too Afraid
to Ask
There’s a lot of information out there about Section 179, but the
most important thing to know is that it exists to help you. It was
created as part of several economic stimulus bills to encourage
businesses to invest in capital equipment.

What is Section 179?

Section 179 is part of the Internal Revenue’s Tax code, and it
allows businesses to deduct the full purchase price of qualifying equipment purchased or
financed during the tax year. That means if you buy or lease a piece of qualifying equipment,
you can deduct the full purchase price from your gross income.

But how does it work, exactly?

When a business buys or leases certain types of equipment, it typically gets to write them off
a little at a time through depreciation. Section 179 allows businesses to write off the entire
purchase price the year they buy it. This encourages businesses to buy or lease as much
equipment until they reach the limit on equipment purchases.

There’s a limit?

An equipment purchaser or lessee can deduct up to $25,000 from their tax burden. After
$25,000, a bonus depreciation rate of 50 percent kicks in, and there is a $200,000 cap on the
Section 179 deduction. After that, the deduction available begins to be reduced.

Can you clarify that?

If a company purchases or leases equipment for $25,000 it is allowed to write off that
purchase in the first year. At an assumed 35 percent tax bracket, the Section 179 deduction would save the company $8,750. What was a $25,000 sticker price now becomes a
$16,250 sticker price. You can find a Section 179 savings calculator by visiting http://www.
section179.org/section_179_calculator.html

What equipment qualifies for a Section 179 Deduction?

Most equipment that businesses purchase or lease will qualify for the deduction including
“off-the-shelf” software. Here are some of the types of equipment that qualify:

•
•
•
•
•
•
•
•

Equipment (machines, etc) purchased for business use

•

Partial Business Use (equipment that is purchased for business use and personal use:
Generally, your deduction will be based on the percentage of time you use the
equipment for business purposes).

Tangible personal property used in business
Business Vehicles with a gross vehicle weight in excess of 6,000 pounds
Computers
Computer “Off-the-Shelf” Software
Office Furniture
Office Equipment
Property attached to your building that is not a structural component of the
building (i.e.: a printing press, large manufacturing tools, etc.)

Can I buy or lease multiple pieces of equipment under Section 179?

Yes. Section 179 was created to stimulate this kind of investment. However, there is a cap
on purchases. The amount of equipment purchased or leased cannot exceed $200,000. For
purchases over $200,000, the deduction is reduced, but a first year bonus depreciation kicks
in at a rate of 50 percent.

Does the purchase date impact the deduction?

Yes. The Section 179 deduction only applies to equipment purchased in that tax year. To
receive the deduction in 2014 you must purchase or lease equipment from Jan. 1, 2014 and
Dec. 31, 2014.

What else do I need to know?

Make sure you have a conversation with your tax preparer, and he or she will need to fill out
part one of IRS form 4562. That’s it.

Mind Your Credit Score!
Having a good credit score is crucial to the bottom line of every business. Not only does
it allow the business to borrow money at a lower interest rate, it also allows it to secure a
business credit card, benefit from lower insurance premiums and build relationships to get
flexible terms from suppliers.
Good credit is the backbone of the leasing industry, so here are some tips on how to build
and maintain an ideal credit score.

Pay bills on time, and, if possible, pay them early

Dun & Bradstreet is the main credit agency used worldwide to rate businesses. They issue
businesses a Paydex score, which is an industry standard for credit worthiness. One of the
factors that can affect any credit score is paying bills, but paying bills early can improve a
Paydex score.
Dun & Bradstreet don’t just look at if a business paid its bill; they also keep track of how
long it took to pay an invoice. Credit agencies will reward businesses for paying early.
Also, Dun & Bradstreet sends out a questionnaire every year to vendors where they ask
vendors to rate businesses. If a business pays vendors early they will be more likely to
give a business a higher rating. A higher rating means a higher credit score.

Monitor Your Credit

A business wants to monitor its business credit history.
A business should check its credit report at least once a month
to address any errors or discrepancies. Sometimes accounts
are falsely reported as past due. Careful monitoring can help a
business catch these errors before they affect the credit score.

Keep Credit Active

Keeping credit lines active can help maintain a higher score. If there’s no continuous
business credit activity, a business’ score may actually decrease. A business won’t get
penalized for using its credit if it’s paying it down in a timely fashion. In fact, using credit
and paying it off is the best way to increase a business’ score.

Prevent Debt from Going to a Collection Agency

This is why monitoring a business’ credit report is so crucial. If an invoice goes to a
collection agency, it’s bad for a both the business and the vendor. The business’s credit
score will take a major hit, and the vendor is unlikely to receive the total amount of money
owed. Collection agencies charge vendors a fee, or they purchase debt for less than it’s
worth. So, not only does a business ruin its credit when it doesn’t pay a bill, it actually
costs the vendor money too.

Here are some more general tips to boosting your credit score

•

The best place to start building credit is through suppliers. Most supplies require 		
businesses to pay their bills within 30 or 60 days. Paying this bill in full on a regular 		
schedule sends a signal to credit agencies that a business is credit worthy.

•

Don’t apply for a lot of credit all at the same time. This sends the wrong signal to 		
credit agencies.

•

Limit the balance a business carries. A good rule of thumb is that a business’
balance should never exceed 10 percent of its limit. For example, if the business’
limit is $20,000, the business should always pay its balance down to at least $2,000.

•

Be proactive. Taking action will ultimately help a business secure financing when it 		
needs it.

Building and maintaining a good credit score is crucial to running a successful business.
Not only can it save you money, but it also fosters productive working relationships with
vendors and suppliers. It’s important to keep track of your credit history, and to make sure
errors are corrected. Your credit is a kind of financial report card. It’s important to get
straight A’s.

Why Collaborating with NAELB Leasing Brokers is a Win-Win for
Funding Source Members
The National Association of Equipment Leasing Brokers has always done the heavy lifting
for its banker members.
It wants to do the same for you.
The NAELB, is a member organization whose members — brokers and bankers alike —
are dedicated to helping each other grow their businesses.
This is what the existing bank members of the NAELB know about equipment leasing: they
know it’s profitable, even in shaky economic times. They know it doesn’t matter if the lending
institution is small or large. Leasing works because the lessee, nearly all of the time, can
manage the monthly payments.
Let’s allow these data to tell the leasing tale:

•

In 2010, companies in this country spent $152.9 billion to lease industrial equipment. 		
In 2012, that figure rose to $195.3 billion. A 2014 survey by the Equipment Leasing 		
and Finance Association showed that new business, from 2012 to 2013, grew by
9.3 percent; in 2013, banks had 6.2 percent of that new business.

•

Return on equity among equipment lessees rose from 5.2 percent in 2009 to
15.5 percent in 2011; return on assets increased from 0.6 percent to 2.0 percent;
and net income (before taxes as a proportion of total income) went up from
8.3 percent to 35.0 percent.

•

Not surprisingly, charge-offs have been going down. For the first quarter of this year,
the FDIC reports that the number of loan and lease balances, 90 days or more
past due, have “declined for a 16th [consecutive] quarter.”

Now let’s consider leasing from the perspective of the post-Great Recession period. These
data should have the non-lenders convinced that during a recession, leasing can hold its own.
The FDIC’s first-quarter 2014 banking profile shows that total loans and leases increased by
$37.8 billion (0.5 percent).
The past, apparently, is prologue to the future. Said the authors of a 2012 report: Between
2012 and 2015, leasing equipment should grow 11 percent and investment in equipment,
17 percent. “The importance of equipment leasing to the U.S. economy has resulted in a
significant link of leasing activity to economic growth.”
Which brings us back to the importance of starting, and maintaining, a business relationship
with the NAELB. Whether yours is a small community bank, whose portfolio is already
packed with well-designed leasing deals, or it’s a large institution, whose management is
still ambivalent about the wisdom of this loan product, having a NAELB membership card in
your wallet makes sense.
The reason: Diversification, regardless of your bank’s size.
Smaller, community banks know a trick or two: leasing is already a big part of their portfolio.
A 2012 FDIC study found that community banks service their market, and they service it for
all its financial needs. And because they know their customers, these banks have detailed
knowledge of their business requirements: they made the capital improvements loan,
now let’s talk about the equipment you’ll need for the upgrade.
Community banks involved with leasing have a stronger bottom line than banks that don’t
get involved in leasing. These strong community banks understand risk control and cautious
underwriting — a couple of business virtues they could share with larger institutions.
And, no doubt, these larger institutions could share with them their knowledge of other
lending practices.
Bottom line: membership in NAELB fosters relationships, steers additional business, and
adds valuable connections.
And collaboration is a good thing.
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Congratulations on making the decision to work with a
dedicated leasing professional!
I am proud to say that I am a member of the National Association of Equipment Leasing
Brokers. My involvement in the NAELB provides me with the tools and resources necessary
to navigate the quick-paced, ever-evolving leasing landscape. As a member of NAELB
I am fortunate to be able to collaborate with and learn from industry experts and insiders.
This allows me to offer you the best, most current options for all of your leasing needs.

You have Questions? I have Answers!
Q: I’m not sure who to contact for my equipment leasing needs. Can you help?
A: Absolutely! It’s my job to negotiate between funding sources, lessees and suppliers.
I have relationships that can save you money.
Q: How do you stay current on industry trends?
A: I have access to numerous resources including webinars, educational conferences,
a leasing school and an online forum. There industry professionals share knowledge,
ideas and experiences with their peers. These resources keep me well-versed on the
latest trends and best practices.
Q: How can I be assured you operate with quality and ethical practices?
A: As a member of NAELB, I follow a code of ethics that guides personal and professional
conduct and ensures the highest integrity in all that I do for my clients, colleagues and
NAELB. I also have access to funding sources that have been vetted by NAELB and
as well as access to NAELB’s Best Practices Broker program.

NAELB is the gold standard for equipment leasing brokers.

I am proud to be a member of NAELB and delighted to demonstrate what my membership
means to you.

Ready to get started? Please feel free to contact me so we can discuss
how to make your leasing venture a success.

VISIT OUR WEBSITE

www.ELDoradoCF.com

EL Dorado Commercial Finance LLC
22 Moonlight, Irvine, California 92603

(877) 928-7643 | sales@ELDoradoCF.com | (877) 928-7642f

