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10 Key Advantages of Leasing

1. Conserve Capital

Leasing requires little or no down payment. This precious capital is better spent generating revenue and

growing your business.

2. Preserve Credit Lines

Don’t exhaust your bank credit lines financing equipment. Lease your equipment and save your bank credit

for working capital, operations or expansion.

3. Consolidate Financing Costs

All the costs associated with acquiring equipment can be financed through a lease program, including

freight, installation and other fees.

4. Maintain Upgrade Flexibility

The demands of a business often require new or upgraded equipment needs. With many dealers, you can

add or upgrade equipment at any time during the term of your lease – without the need to pull from your on-hand

cash or credit balances.

5. Create Customized Solutions

Because businesses are unique, a customized leasing solution can meet many distinct needs. With a variety

of products available, dealers can tailor a leasing program to fit budget and cash-flow constraints.

6. Efficiently Manage Assets

A lease can give companies equipment they need, when they need it, for a fixed price. And companies

never have to worry about selling outdated or depreciated equipment – when they are done with it, the

equipment can simply be taken back.

7. Sustain Budget Flexibility

Leasing programs are structured to accommodate available cash-flow, giving the budget flexibility to

upgrade or replace equipment. This option may not be otherwise feasible due to credit or capital restraints.

8. Respond Quickly to Opportunity

Applications may be approved within hours or a few days, allowing you to respond quickly to new business

opportunities requiring additional or upgraded equipment. No red tape, no hassles…just action.

9. Create Loan Flexibility

Conventional loan agreements can be limiting and restricting. Lease options provide the loan flexibility you

want and need to effectively grow your business.

10. Avoid Inflation Loss

Customers never again have to worry about the cost of equipment depreciation. When you lease your

equipment instead of purchasing, your payments are fixed for the term of the lease and dealers may take

responsibility for the equipment when they are finished with it.

Equipment Financing and Maximizing Your Tax Savings

SO YOU'RE IN THE MARKET FOR NEW EQUIPMENT AND YOU ARE WONDERING, how will this

affect your income come tax time. Well, the good news is, due to the recently enacted bipartisan Economic Stimulus Plan there are some significant changes that may positively impact your tax bill and, quite frankly, possibly let Uncle Sam pick up part of the cost for your new equipment.

First of all, this information is provided for general reference only and does constitute as tax advice. I strongly advise you to contact your accountant or tax advisor regarding how these significant changes can affect your bottom line.

"Our sales have significantly improved over last year, and there is a lot of interest in buying before the end of

the year," said Deb Nealis of Lewis Utility Truck Sales, Inc., a dealer in bucket trucks and chip trailers as well

as other forestry equipment. "I have to believe the tax savings is certainly a major reason for the increase."

SECTION 179 TAX INCENTIVES FOR NEW EQUIPMENT PURCHASES EXTENDED

THROUGH DECEMBER 31st 2009

The recently enacted bipartisan Economic Stimulus Plan contains increased Section 179 expensing for 2009 small business equipment purchases, as well as a one -year 50% bonus depreciation allowance for new machine tools and other equipment ordered and placed in service during 2009.

The boost in Section 179 expensing increases the amount that small businesses can write off for new and used equipment purchases in 2009 from the current $128,000 to $250,000. Moreover, the cap on how much equipment can be purchased to enjoy the write-off has been increased from the current $510,000 to $800,000.
SECTION 179 BOOST FOR SMALL BUSINESSES

Under the new law, small businesses (whose total equipment purchases in 2009 don’t exceed $800,000) can now ALSO expense the first $250,000 for the 2009 tax year (until 1/1/2010). The 50% bonus depreciation can then be taken on the remaining basis of the machine, if it is new.

50-Percent Bonus Depreciation
The Economic Stimulus Act of 2008 provides for 50% extra depreciation in the first year qualifying property is placed in service. In order for property to qualify for the additional first-year depreciation deduction it must meet all of the following requirements. First, the property must be (1) property to which MACRS applies with an applicable recovery period of 20 years or less, (2) water utility property (as defined in Section 168(e)(5)), (3) computer software other than computer software covered by Section 197, or (4) qualified leasehold improvement property (as defined in Section 168(k)(3)). Second, the original use of the property must commence with the taxpayer after December 31, 2008. Third, the taxpayer must purchase the property within the applicable time period. Finally, the property must be placed in service after December 31, 2008, and before January 1, 2010. An extension of the placed in service date of one year (i.e., to January 1, 2011) is provided for certain property with a recovery period of 10 years or longer and certain transportation property. Transportation property is defined as tangible personal property used in the trade or business of transporting persons or property. Special rules apply to property for which there is where there was a binding contract in effect before January 1, 2009 and for property for which there was a binding contract after December 31, 2009 and before January 1, 2010.

The American Recovery and Reinvestment Tax Act of 2009 extended the rules for bonus depreciation for property placed in service on or before December 31, 2009. (An additional one-year extension is allowed for certain longer-lived and transportation property.). Please refer to the IRS and your tax consultant for specifics.
What Does This All Mean?
Example --Madison Inc. acquires a special purpose computer for $100,000 on June 5, 2008. Madison claims a $15,000 Section 179 expense option (saving the remainder of the $250,000 expense option for other equipment). Thus, the basis for the bonus depreciation is $85,000. Madison computes the bonus depreciation as $42,500 (50% X $85,000). That leaves a basis for depreciation of $42,500 ($85,000 - $42,500). Since the computer is 5-year property, the first-year depreciation is $8,500 (20% X $42,500). Thus, the total regular and bonus depreciation and Section 179 expense deduction for the first year is $66,000 ($15,000 + $42,500 + 8,500). When using the table, the depreciation basis for future years is $42,500. Thus, for 2009 the depreciation is 32% X $42,500 or $13,600. For 2010 the depreciation deduction is $8,160.

Note 1--While there's a limit on the Section 179 expense deduction ($250,000 for 2009) there's no comparable limit on the bonus depreciation. In addition, unlike the Section 179 expense option there is no income limitation on bonus depreciation.

"Our factory is working twelve hour shifts five days a week to keep up with the demand," said Richard

Goforth of Southco Industries, Inc., a manufacturer of custom truck bodies for the forestry industry. "Our

increased production is only exceeded by the demand. Sales this year are considerably ahead of last year's

numbers. I know a lot of our customers are taking advantage of the 2003 Jobs and Growth Act."

What really makes this even more exciting is that you do not have to pay for all the equipment in the year

that you acquire it. If you finance it either through a finance/lease program with a dollar buyout or a direct

finance through your favorite bank or lending institution, it still qualifies under the provisions of the Tax Act

that we have discussed. Even if you closed on the deal at the end of December and haven’t even made a payment yet, you still could take full advantage of the entire write-off discussed earlier. Yes, if you were to

purchase $130,000 worth of equipment and finance it, you

could write off in the first year $130,000 directly against income, without even making a single payment depending on when the deal closed.

With all this said, remember you first have to have income to write off. If your company is enjoying a great

2009 sales year and you are in the need of equipment, I highly recommend that you speak with your

accountant or tax advisor regarding this opportunity and then take advantage of these great tax saving

provisions with the new Section 179 and Bonus Depreciation opportunities.

Leasing Equipment Compared with Loans/Credit Lines and Cash

What will your total costs be for the product and how much will you have to pay at date of purchase?

· Lease - Low up front cost - either one or two payments. Manageable monthly lease payment. Upgrade option on operating leases. Full ownership on capital leases.
· Loan/Credit - Typically at least a 20% down payment. Bank usually only finances 80% of total cost. Rates range from 7 - 18%. Full ownership at end of loan. 
· Cash - Total due. Paying for product with after tax dollars.

What are your payment structure options?

· Lease - 1 - 5 yr lease terms available. Buy out options: $1 or 10%. Ability to structure as operating or capital lease.
· Loan/Credit - Banks may restrict to shorter terms. 
· Cash - Total due. Paying for product with after tax dollars.

How will it affect your cash flow & credit availability?

· Lease - Low up front cost - keeps working capital for business. If guaranteed - lease will show up on credit report.
· Loan/Credit - Large down payment often due. Listed as revolving debt on credit report.
· Cash - Cash flow may be depleted by large up front payment.
What are the tax advantages?
· Lease - 100% write-off when structured as operating lease. 
· Loan/Credit - Can only write off interest portion of loan. Principal is depreciated. 
· Cash - Paying with after tax dollars.

What about the concern of obsolescence?

· Lease - Upgrades and add-ons can be built into lease agreement to avoid obsolescence. 
· Loan/Credit - You own the equipment at the end of payment regardless if it has become outdated. 
· Cash - You own the equipment at the end of payment regardless if it has become outdated.

Overall comparison
· Lease - Low up front cost, retain capital strength, upgrade options, quick application process (no financial needed), asset management 
· Loan/Credit - Company should keep their credit line available for emergencies - not equipment purchases. Difficult to set credit line up and once it is gone - it’s gone. 
· Cash - Not a good option - want to keep as much money for working capital as possible.
Why leasing with USA Financial is the best value!
100% Financing - Simple paperwork for 100% financing, including soft costs. 

Partnership - USA Financial has partnered with USA Security, giving you the strength of two corporations working together with one common goal, to help your customers. 

Low Down Payment - Leasing requires less money down. Often only the first and last months payments 
are due at the time of the lease. 

Preserves Cash - Leasing allows for cash and lines of credit to remain free. 
Tax Treatment - Operating leases offer the option of deducting 100 % of the lease payment as a business expense. 
Flexibility - USA Financial meets your business needs by creating customized lease programs that allow you to choose the equipment, budget for cash flow and plan for business growth. 
Upgrade Technology - Keep pace with new technology. Leasing allows for added equipment or upgrades to meet changing business needs.
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