Why Your Residential Care Facility
Should Be Leasing Its Vehicles
Just when vehicle acquisition costs are steadily increasing, senior
living residents are demanding a more mobile lifestyle. Here’s a
cost-eﬀective way to keep your assisted care vehicle fleet current.
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Introduction
Ask senior living administrators to describe what keeps them awake at
night, and most would undoubtedly mention their unmet census goals.
With many market cities experiencing an oversupply of providers,
competition is fierce. Pricing pressures are mounting, and residential
care facilities are scrambling to find a competitive niche.1 Making
matters worse, the latest wave of senior living customers is comprised
from an especially finicky generation.
More than 10,000 American Baby Boomers turn 65 every day. With
better health and bigger discretionary spending budgets than any
generation before them, Boomers are redefining what it means to grow
old.2 One thing stands out: this generation’s members like being
mobile, and they expect residential care facilities to provide their
transportation.
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Today’s residential care consumers look forward to attending offcampus shopping trips, social outings, and entertainment events.3
What’s more, federal regulations require senior living providers to
arrange for residents’ transportation to and from physician visits,
therapy appointments, and other non-emergency medical services.4
For their part, discerning residents expect more than just a ride—they
want to travel in style.5 Their families, meanwhile, demand that
facilities make their loved-ones’ on-the-road safety a priority.
The assisted care vehicle industry is
responding with upgrades in comfort,
safety, and amenities. New features
include drop-down video screens,
improved air conditioning and heating
systems, and better methods for
securing wheelchairs.6 To keep pace
with the competition, residential care
facilities must keep their vehicles
current—without losing control of
costs.
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Discerning residents
expect more than just
a ride—they want to
travel in style.

That’s why many senior living providers are choosing to lease assisted
care vehicles in lieu of purchasing them outright. With monthly
payments that are typically lower than conventional bank loans, leasing
allows facilities to keep their fleets current without incurring significant
upfront expenditures.
In this white paper, we examine the benefits to senior living facilities of
leasing assisted care vehicles. We also explain how commercial fleet
leasing works, from vehicle selection and ordering to financing and
delivery. Finally, we discuss what to look for in a leasing company.
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A Leasing Primer
Perhaps the easiest way to explain how leasing works is to compare the
option to conventional installment loan borrowing. While both leasing
and borrowing are methods for financing vehicles, they differ by what is
actually financed.
When borrowing money to acquire a van or bus, senior care facilities are
financing final ownership of the vehicle. On the other hand, leasing
involves financing just the expected use of the vehicle. Put another
way, purchasing finances the vehicle’s total retail price, whereas leasing
finances the difference between that retail price and the vehicle’s
projected value at the end of the lease term.7
Consider the simple example of an assisted care bus that lists for
$50,000 and is financed over four years. To purchase the bus outright,
a facility would pay the entire list price plus interest. Alternatively, to
calculate the total amount paid with a lease, a leasing company would
first determine how much the vehicle would depreciate in four years
through normal wear and tear.

—3—

To lease the same bus, a facility would
finance the difference between its
$50,000 list price and its projected
“blue book” value after four years. If
the bus in our example were projected
to be worth $15,000 at lease end,
monthly payments would be based on
financing $35,000. When the lease
expires, a facility would normally return
the bus. The lessor would make up the
$15,000 difference between the
original retail price and the financed
amount by selling the returned vehicle.
There are several lease-end options.
Many facilities simply turn in the bus
and lease a new one. Alternatively, the
facility could choose to extend the
length of the original lease, or purchase
the vehicle at its depreciated value.

Leasing Terminology
Lessee: The party who leases the
vehicle (i.e., a residential care
facility).
Lessor: The company that leases
the vehicle to you—often a leasing
company, a bank, or an
automotive manufacturer’s finance
division.
Capitalized Cost: The capitalized
cost—or cap cost—is the
negotiated retail price of the
vehicle and any optional features.
Residual Value: The projected
amount that a vehicle will be
worth at the end of a lease.
Higher residual values result in
lower monthly payments.

Of course, this is a very simplified
example, and many other factors enter
into determining which financing option
is best for a facility. There are various
tax and balance sheet considerations to
be made, for instance.8

Allowable Mileage: The total
number of vehicle miles allowed
over a lease’s term. Usually
expressed as an annual limit (i.e.,
12,000 miles per year), it’s used
when determining whether or not
excessive mileage fees are charged.

But for residential care facilities looking
to keep their vehicles up to date while
minimizing monthly payment amounts,
leasing provides an attractive option to
conventional borrowing.

Payoﬀ Amount: Also known as
the buyout amount, it’s the cost to
buy the vehicle at the end of a
lease.
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Customize Your Vehicle.
Customize Your Lease.
Unlike off-the-lot buses and vans, assisted care vehicles are normally
custom-made for each facility’s specific needs. And when it comes to
leasing those vehicles, having access to that same tailored approach is
essential.
Constructing an assisted care vehicle begins with acquiring a chassis
from an automotive manufacturer, such as Ford or General Motors. The
chassis is then sent to an upfitting company that specializes in building
assisted care vehicles.
While some common configurations exist, upfitters offer countless
options—ranging from the number of passenger seats to the way a
wheelchair lift functions. There are also interior decor and lighting
choices, upgraded safety features, and global positioning systems for
tracking a vehicle’s whereabouts.9
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A completed vehicle is then decorated with the facility’s logo and other
branding elements and, finally, delivered to the customer. It’s not
uncommon for the process to take two months from start to finish.
Customizing the lease comes next. A good leasing company will take
time to learn the customer’s objectives before creating the financing
package. For example, is the senior living facility more concerned about
having a low monthly payment or having a lease-to-own structure with a
minimal end-of-lease buyout? Does the customer require a high-mileage
lease to avoid costly excessive mileage charges? Or perhaps the lessee
needs help identifying possible manufacturer discounts or government
assistance grants. Only when those and other questions are answered
can the lessor properly finalize the lease.
A topnotch leasing company will facilitate the entire acquisition process
for its customers, including building, delivering, and financing an
assisted care vehicle.
All that’s left for the residential care facility to do is select the right
leasing company.

A topnotch leasing
company will facilitate
the entire acquisition
process for its customers,
including building,
delivering, and financing
an assisted care vehicle.
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Managing Fleet Life Cycles
To be sure, vehicle leasing helps senior living facilities predict and
manage short-term cash flow by reducing large capital outlays. But
leasing also offers long-term efficiencies in optimizing the life cycles of
vehicle assets.10
With leasing, a vehicle’s operating costs are predictable. So too is its
life cycle. Facilities know when each lease begins and when it ends—
and, for that matter, when each vehicle must be replaced. Turning over
buses and vans every few years can help facilities negotiate better
pricing on new vehicles. And without the sizable down payments
required with conventional borrowing, facilities can often lease
replacement vehicles with little upfront cash and insignificant changes
to monthly payments.
Leasing also helps organizations avoid the tendency to run purchased
vehicles beyond their useful lives—when their operating costs are
highest and their fuel
efficiency is lowest,
and when they have
———
little or no trade-in
With leasing, a vehicle’s
value.11

operating costs are predictable.
So too is its life cycle.

When it comes to
transportation vehicles,
depreciation is usually
an organization’s
largest expense. And for residential care facilities that depend on
assisted care vans and buses, an easy-to-manage vehicle life cycle
strategy is critical to success.
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Trends Add to Leasing’s Appeal
As assisted care vehicle providers respond to government safety
requirements and consumer demands for better amenities, senior living
facilities face having their current vans and buses rendered obsolete.
With that in mind, facility administrators would do well to observe the
trends shaping the future of assisted care vehicles—and to begin
budgeting accordingly.
Concerns for passenger and driver safety are leading to new standard
and optional features, such as back-up cameras, vehicle detection
sensors, and crash avoidance systems.12 Global positioning systems
(GPS) help facility administrators track vehicle locations in case of
emergencies. Video cameras that record events in and around the
vehicle add security as well as liability protection. And new wheelchair
lifts can signal warnings
when they are being operated
improperly.13
Latest amenities include
flexible seating floor plans,
custom seat backs and
upholstery, and built-in audio
and video systems. Hybrid
and alternative fuel
technologies are also
available.
New innovations continuously increase the acquisition costs for assisted
care vehicles. By providing lower monthly payments and predictable
vehicle life cycles, leasing offers a cost-effective way for residential care
facilities to prevent their vehicles from becoming outdated.
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Conclusion
As competition continues heating up in the crowded senior living
industry, residential care facilities must find ways to keep their
customers happy. Toward that end, administrators must satisfy Baby
Boomers’ demands for more mobile lifestyles. And to accommodate the
priorities of both consumers and safety regulators, facilities must
ensure their buses and vans meet current standards.
The financial benefits of leasing help senior living facilities keep their
vehicles up to date. By allowing caregivers to finance only their
expected usage of a vehicle, leasing affords them the ability to replace
buses and vans on regular, predictable schedules.
Just as there are countless ways to customize an assisted care vehicle,
leasing packages come with many made-to-order variations—from
lease-to-own structures to high-mileage allowances. But choosing the
right lessor is important, because not all leasing companies offer every
financing option. And the best leasing companies handle everything for
their customers, from arranging vehicle manufacturing to final delivery.
With popular new amenities and increased government mandates
adding to vehicle acquisition costs, a growing number of senior living
providers are turning to leasing as a cost-effective alternative to
conventional bank loans. In the process, they’re keeping their vehicles
—and indeed their facilities—from becoming obsolete.
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Shaker Auto Lease has been providing
outstanding customer service since 1963.
Our clients take comfort knowing they're
working with a time-tested leader in the
leasing industry, where their business is
always handled professionally.

shakerautolease.com
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