Making a case for planning
equipment purchases for
the year now.

Q Planning ahead for big equipment needs
can reduce interest rates.

0 Check out Master Lease/Finance
Agreements which allow for multiple
equipment purchases over a period of
time at a lower interest rate.
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by Carl Villella, CLP

new year is always a good time to reflect and contemplate the future.
Reflecting on the past by reviewing previous financial statements and

comparing them to the year just completed gives manufacturers a great read on the
direction their company is headed and any adjustments that may be beneficial.

Contemplating the upcoming year at this point is also beneficial for reasons such as,
how likely will previous trends continue, what will change this year from last year,
or what equipment will need to be added or replaced. This article will address the
financial benefits of planning ahead for equipment purchases.

One reason | encourage component manufacturers to look at their long-term equip-
ment needs is to secure a better interest rate on their purchase. Believe it or not,
this can make a big difference in the total amount paid in interest throughout the
loan period.

Asset based lenders such as leasing companies (i.e., lenders where the equipment
financed is the only collateral) typically reduce their interest rates as the requested
amount of financing increases. For example, a $150,000 loan/lease could be as many
as 50 basis points (or one-half of one percent) lower than a $50,000 loan/lease. This
savings is usually fixed for the term of the transaction. This option should be care-
fully considered as you plan your depreciable capital equipment purchases.

Let’'s compare three $50,000 transactions made separately throughout 2008 as
opposed to all three at the same time (or within an allotted time frame). In this case,
let’s assume the rates are the same throughout the year for the separate purchases.
This means that the payments for each of these three separate $50,000 purchases
are all the same. Therefore a one-half percent decrease in rate—like 8.31 percent
versus 8.83 percent—is equal to about $13 per month lower payment. $13 per
month x 3 pieces of equipment = $39 per month total savings. Over the course of
a 60-month term, the total savings is $2,340. (Note: If rates of each individual loan
increase throughout the year, the savings of a lumped together loan is even greater.)
And we could all use some extra pocket change these days!

Many component manufacturers ask: “What if | don’t need the equipment at the
same time but over the course of a time period?” This response is especially com-
mon given the current conditions of the housing market. To address this issue,
some asset based lenders offer a Master Lease/Finance Agreement. This agree-
ment allows the finance company to approve the entire $150,000 transaction while
permitting you to purchase the equipment over a given period of time by adding
schedules to the Master Agreement.

Here’s how it typically works. As you purchase equipment, a new schedule is
added and payments on the new purchase start 30 days after you take delivery.
Sticking with the example above, the interest rate of that payment could be, at the
$150,000 level, 8.31%*, instead of the level that would apply at the lower equipment
cost—8.83%*. The benefits include not only the dollar savings of a lower interest
rate, but also that payments do not start until after the equipment is acquired and

installed, in typical cases.
Continued on page 26
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During slow times,

you only want one operator.
During busy times,

you only nheed one operator.

Through slow times and busy times alike, Miser
keeps your labor costs down — and does it with
only one operator. That means labor costs remain
constant — while your peak production capacity
can reach 350 - 400 cut and marked parts per
hour. It's even higher with wall frame parts.

You'll blunt the effects of layoffs and re-hiring.
And reduce or eliminate the expense of highly
skilled labor on manual saws. Very predictable —
and profitable.

Other compound cutting systems require

two or three operators. Miser only needs one
operator — or one-and-a-half operators for
continuous peak production (the one-half is the
forklift operator).

And now, we've sharpened its edge even
more:

= Doubled lumber in-feed rate.

= Faster lumber exit rate — outfeed mechanism is

= [ncreased coordination of saw head motion,
blade speed, crooked lumber sensor and
lumber feed speed.

= Quadrupled cutting head elevation speed.
= Cutting head stroke speed increased by 20%.

= Speed of computer-saw communications
increased ten-fold.

These improvements translate to over 3,000 cut
and marked parts per shift. Through good times
and bad, Miser with material handling system
needs only one operator. No matter how fast the
business cycles come at you.

Business cycles may go up and down,
but Miser keeps your labor costs low.

closer to cutting head for faster part pick-up.

The NEW Enhanced

Miser Wood Processing System
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what would you like to
know "how” to" do?

SBC Staff wants to know how this
column and other sections of the
magazine can be used to best
serve our readers’ interests.
So, we need to hear from you!
What do you want to leam
and read about in 20087
Email editor@shcmag.info
with your suggestions.

EQUIPMENT

= Turn YOUR unwanted equipment
into $3§'s

. It's simple, secure & profitable

« Let us offer your equipment to
potential buyers throughout
Morth America, and the world

You Don’t Need a Crystal
Ball to Predict Your
Lumber’s Design Value
Machine Stress Rated Lumber Has
the Strength Stamped on Every Piece

Join the other building professionals
who will specify over a billion board feet
of MSR lumber this year. Contact us
for more information.

How to...
Continued from page 24

Risky Business?

There are drawbacks to using this long-term equipment
finance model, and it’s important to understand that this may
not be the most prudent option for some component manu-
facturers. The timeframe to use the total amount of money
borrowed is usually 60 to 90 days (although 30-day extensions
are routine). Penalties may also apply for early termination,
and can vary widely, from “Rule’s of 78” (name for the most
common method of calculating payoffs and has built in penal-
ties) to the sum of the remaining payments.

A little planning can save your company money by consoli-
dating equipment purchases and taking advantage of econo-
mies of scale offered by asset based lenders. SBC

* Note actual interest rates vary with financial strength of the
company as well as the dollar amount of the transaction.

Carl Villella, CLP, is a Certified Leasing Professional with a background
in manufacturing, sales and finance. His company, Acceptance Leasing
and Financing Service, Inc. was started in 1992, and handles commer-
cial equipment financing. Villella is a member of WTCA and has served
the component manufacturing industry most of that time. Contact him
at www.acceptlease.com or 877/262-3225.
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Dear Reader:

Copyright © 2008 by Truss Publications, Inc. All rights reserved. For permission to reprint materials-
from SBC Magazine, call 608/310-6706 or email editor@sbcmag.info.

The mission of Structural Building Components Magazine (SBC) is to increase the knowledge of
and to promote the common interests of those engaged in manufacturing and distributing of struc-
tural building components to ensure growth and continuity, and to be the information conduit by
staying abreast of leading-edge issues. SBC will take a leadership role on behalf of the component
industry in disseminating technical and marketplace information, and will maintain advisory commit-
tees consisting of the most knowledgeable professionals in the industry. The opinions expressed in
SBC are those of the authors and those quoted solely, and are not necessarily the opinions of any
affiliated association (WTCA) .
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