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s Leasing FF&E Right For You?

B, uying furniture, fixtures, and
’ equipment (FF&E) as part of a
¥ remodel of guestrooms may be in

el your budget for a makeover of
dowdy and undated décor, but a complete
refurbishing may put more strain on your
budget. Therefore,
consider leasing.

you may want to

Many lodging property owners are not
familiar with leasing and do not realize
the advantages it provides. There are some
additional costs, but a lease also serves as a
tax write-off each year. Leasing rates may
be higher than an equity line rates, because
with an equity line, the property is used as
security and the bank has tangible collat-
eral if there is a default. Still, leasing may
allow you to save that credit line for a
roofing job you may need next year.

“About 90 percent of my customers
purchase FF&E, but at least 10 percent

find leasing more attractive,” says CLIA
member, Ken Mintz, of Hospitality Plus,
Inc., a full-service provider of FF&E.

Its financially prudent to budget for
remodels and refurbishing of soft goods
every three to five years, and case goods
every seven to 10 years to keep your lodging
property attractive. But oftentimes, a prop-
erty owner may start replacing carpets,drapes
and bedspreads, then realize that every-
thing else looks outdated.They begin to look
for ways to finance other room furnishings.

“The hot thing right now is new beds,” says
Mintz. “Guests are demanding more com-
fortable beds with duvet covers and quilts.”

If one thing leads to another and you want
to add new night stands and dressers to

complement your new beds, you may need
to look outside your budget for funds.

Why Lease?

“Leasing preserves working capital, if you
Mintz.
Property owners who would rather not tap
into their line of credit when they need

havent set money aside,” says

to finance a refurbishing project may find
leasing a good alternative, because it does
not tie up their equity funds and does not
effect their credit report or credit score.

Leasing requires less money up front, so
all you are normally required to pay is the
first and last payment. When you purchase,
most suppliers require 50 percent of the
purchase amount as a deposit and the
balance at delivery. There are two types of
leasing structures:

Lease Purchase — you will own the case
goods at the end of the lease. This structure
is appropriate for furniture or equipment
you may be keeping that would not be
outdated by the end of the lease.

Lease Only —You trade in the furniture or
equipment at the end of the lease and
renegotiate a new lease for newer and be
updated FF&E.

“I recommend this kind of lease for
computer systems, as there is no real value
for them in three to five years,” says Mintz.

“The other hot items to update guestrooms
are flat-screen and panel-screen TVs.”

Higher-end properties are looking ahead to
changes in technology in television, because
their guests’ demand for good electronic
equipment. For example, analog television
will be outdated in a few years, so if you
want flat screen TVs in your guest rooms
today, you may want to consider a lease.

“Everything will be digital technology in
the next few years,”says Mintz.“ The federal
government has not established a firm
date for this turnover in communica-
tion technology, but it’s expected about
2008-2009 ¢
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