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REVOLVING  LINE  OF  CREDIT  VS.  EQUIPMENT LEASE/PURCHASE 
 

 EQUIPMENT LEASE REVOLVING LINE WITH YOUR BANK 
MUST BE PAID OFF ANNUALLY NO, A LEASE TERM IS FOR SEVERAL  

YEARS 
YES, MUST BE PAID OFF ONCE PER YEAR 
GENERALLY 

ANNUAL RENEWAL ANNUALLY NOT 
GUARANTEED, YOU MUST QUALIFY 

NO, YOU QUALIFY ONLY ONCE UP 
FRONT 

YES, YOU MUS QUALIFY TO HAVE IT 
RENEWED ANNUALLY. IF TURNED 
DOWN, YOU MUST PAY OFF 
IMMEDIATELY 

USE REVOLVING LINE TO BUY 
EQUIPMENT AND THEN PAY OFF WITH 
A LEASE LATER 

NOT A GOOD IDEA, THE EQUIPMENT 
BECOMES USED AND IS MUCH HARDER 
TO LEASE, AND IN ADDITION THE TITLE 
PASSES TO YOUR CO. WHEN YOU BUY IT 
AND YOUR LENDER(S) WOULD NOT 
WANT TO GIVE UP THE TITLE TO US ON 
A USED MACHINE LEASE 

A REVOLVING LINE IS NOT FOR A FIXED 
DEPERCIATING ASSET BUT FOR HIGHLY 
LIQUID RECEIVABLES THAT ARE MUCH 
MORE VALUABLE TO YOUR BANK THAN 
EQUIPMENT. NORMALLY YOU WOULD 
BE IN VIOLATION OF THE TERMS OF 
YOUR LINE OF CREDIT 

AUDITS AT YOUR BUSINESS 
QUARTERLY, SEMI-ANNUALLY ETC. 

NONE REQUIRED  NORMALLY REQUIRED TO BE SURE YOU 
ARE IN COMPLIANCE WITH THE TERMS 
OF THE LINE 

GOVERNING COVENANTS NONE, JUST THE LEASE AGREEMENT THESE RULES IN THE LINE OF CREDIT 
CONTRACT STRICTLY LIMIT THE USAGE 
OF THE CREDIT LINE 

BORROWING BASE NONE NORMALLY A PERCENTAGE OF AR 
(ACCOUNTS RECEIVABLE, LIKE 70%  OF 
AR THAT IS NO MORE THAN 90 DAYS 
LATE, PLUS 50% OF INVENTORY. THESE 
STRICT LIMITS WOULD BE COMPLETELY 
VIOLATED WITH  USING THE LINE FOR 
AN EQUIPMENT LEASE 

ADVANCE RATE ALL UP FRONT, NO CHANGING VARIES 

QUARTERLY FINANCIALS NEEDED 
NORMALLY 

NO YES 

RATE  FIXED, CAN NOT GO UP VERY LOW DUE TO RELATIVE SAFETY OF 
THE HIGHLY LIQUID COLLATERAL. A 
MUCH HIGHER RATE WOULD BE 
CHARGED FOR DEPRECIATING ASSETS 
ESPECIALLY IF THERE WAS A LOT OF 
LABOR OR SOFTWARE INCLUDED. 

 
 


