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…it is not uncommon

to pay $2 - $4 or more

per square foot to

have a new roofing

system installed,

depending on the

type of system 

purchased.

Leasing and financing has become a
way of life for Americans. We can – and
do – finance just about anything these
days. In fact, personal financing has
grown far beyond traditional home and
auto loans to include financing for furni-
ture, appliances, televisions, stereos and
everything in between. 

It is commonplace in the business
community to finance equipment or a
major construction project. During the
past few years, the same financing
options have been extended to specific
components of a construction project,
such as the roof.

For commercial construction, the leas-
ing option takes on one of two forms: a
straightforward or traditional finance
program or a true “lease-to-own” pro-

gram. While traditional financing tends
to be used primarily by commercial
owners, lease-to-own programs are more
common among municipalities. Each
program has, by its classification, certain
tax and deductibility benefits that can
best be explained by an accountant.

Most notably, some roofing system
manufacturers are now offering finance
options to end-users in an effort to pro-
vide one-stop shopping and to make it
easier to purchase and install a new roof.
And there are many good reasons why
companies and municipalities alike are
taking advantage of such programs.

Benefits for the Private Sector

For corporate building owners, or the
owner’s representative such as a proper-

ty manager, financing a commercial
roofing system has many advantages.
For most companies, the most important
advantage is eliminating the need for a
large amount of up-front cash, while still
enjoying the benefit of a new roof. 

A new commercial roofing system can
be very expensive. In fact, when all is
said and done it is not uncommon to pay
$2- $4 or more per square foot to have a
new roofing system installed, depending
on the type of system purchased. Multiply
this by 25,000 or 50,000 square feet – the
size of a relatively small building – and
it’s not hard to see how fast the initial
out-of-pocket costs can add up, or why
installing a new roof can be such a drain
on the company’s bottom line. For build-
ing owners who have large facilities, such
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as buildings in the 100,000- to 1,000,000-
square foot range, the financial burden is
even worse. 

One dilemma that many building own-
ers face is the need for a new roof, but
budgetary constraints may only afford a
portion of that roof over a three- to four-
year period. While spreading out costs
may seem appealing during the budget-
ing cycle, installing a new roof in sec-

tions over time generally does not make
sense from a fiscal, logistical or practical
perspective. This is especially true con-
sidering that, given the proper financing,
the entire roof can be replaced at once
and financed over a three- to seven-year
period.

Although most small businesses and
sole proprietorships already have a credit
facility, roof financing allows the build-
ing owner to do two things. First, it helps
to preserve the existing bank credit line.

Since these roofing finance programs
typically go out to the market to “find”
financing specifically for the new roof,
the existing credit line will not be dis-
turbed at all. As such, owners can main-
tain working capital and conserve cash. 

Second, investigating additional fund-
ing sources and options may result in
more favorable terms – or even a better
rate. Examples would be longer terms

and fixed monthly payments. In addi-
tion, with financing programs, related
annual budget items, such as “roof
repairs” or “roof maintenance,” can be
redirected in order to help pay for the
loan.

Lastly, while all finance programs can
be tailored to meet specific building
owner needs, most offer relatively short
fixed-rate terms of three to seven years.
In fact, there are a number of roofing
finance lenders across the United States

and in Puerto Rico who can arrange proj-
ect financing for nearly any amount nec-
essary – from $100,000 to $2 million, in
circumstances where traditional financing
is restrictive, insufficient or unavailable.

A Commercial Example

A condominium complex in Florida
needed a new roofing system. The origi-
nal roof had lasted only ten years and

was in desperate need of replacement. A
total roof replacement had not been bud-
geted or planned. Instead the individual
condominium owners paid maintenance
fees which would be used in part for a
new roof. The total cost for the new roof
was approximately $450,000, which
would have translated into a one-time
owner assessment of over $1,630. Rather
than shocking the individual owners with
this assessment, the condominium associ-
ation was able to finance the roofing

deal, spreading the cost of the new roof
over a five-year period, and increasing
each owner’s monthly maintenance fee
by only a small percent.

Schools and Municipalities Win Big

However, when it comes to roofing
finance, there can be no question that the
big winners are federal, state and munici-
pal agencies. Government agencies are
among the biggest beneficiaries because
financing can be structured as installment
purchase agreements, conditional sales
contracts or true leases. 

Any of the above options can be cus-
tomized for specific borrowing limits to
accommodate annual appropriations that
municipal agencies face. 

Consider this scenario: a municipality
or governmental body needs to purchase
equipment or products that cost too much
to be acquired using the annual budget,
or that are too small to justify a bond
issue. Furthermore, the useful life of such
equipment often does not justify the long
term of bond financing. There are also
situations where a product is needed, but
due to timing or debt limitations, it is not
feasible to fund the purchase with a bond
issue. When these circumstances occur, a
deferred payment plan is necessary in
order to allow the municipality to acquire
the necessary equipment.

Today’s savvy building owners are
increasingly beginning to understand,
identify and utilize the benefits of financ-
ing as a tool to help increase and secure
business where previous opportunities
may have been missed due to financial or
other budgetary reasons.

“It’s not in the budget” and “I can only
afford to continue patching” are excuses
of the past when this program is properly
utilized.

There are a wide variety of building
types that can qualify for leasing pro-
grams, including:

• Federal, state, city, county, town
buildings and facilities;

• Public school buildings;

• Public college and university facilities;

• Hospitals;

• Libraries;

• Fire and police departments;

• Water and sewer department buildings;

• Public nursing homes and life care
centers;

• Native American reservation facilities;

• Museums; and

• Parks and recreation departments.

Essentially, if the facility in need of a
new roof is a municipal, government or
other “public” building, and not commer-
cially owned, it may qualify for a leasing
option.

Of course the big predicament with
roofing problems is that they never occur
at a convenient time. Rarely, for exam-
ple, does the roof on a school have major
problems during the summer months or
during any period when school is not in
session. Instead, the problems all seem to
occur at the worst time, and when school
is in session. If the facility manager is
not prepared to deal with roof situations
before they actually occur, it’s a guaran-
tee that he/she will have to scramble –
and pay more – to fix the problem. 

Another big benefit of roof lease pro-
grams is that they eliminate the need for
complex and costly bond issues. Financing
options can be structured to fit within the
limitations of an annual appropriations
budget that stipulates where only a fixed
amount can be spent during the year.
Annual, semi-annual, quarterly or monthly
payments can be established to meet the
needs of the municipality. 

In addition, leasing programs may
eliminate the need for down payments.
Under the structure of these deals, all
costs associated with the project can be

wrapped into the lease. Furthermore,
because the project falls under the
umbrella of a “lease,” municipalities do
not have to obtain voter approvals, or
float bonds. This can be particularly
important when there are several con-
flicting projects in one area that are all
seeking funding at the same time.

Besides the advantages listed above,
municipalities also benefit by protecting
working capital, preserving cash and
maintaining bank credit lines, as well as
by gaining relatively short-term, fixed
rates of three to seven years.

Lease/purchase can provide the kind of
economical financing that eases annual
cash flow difficulties for a municipality
on a tight budget. Instead of having to
make a large capital outlay, the acquisi-
tion of products such as commercial
roofing can be made over an extended
period of time. No additional payment is
required at the end of the term to pur-
chase the project. Additionally, lease/pur-
chase involves no expenses to the city,
county or state other than amortization of
the equipment cost plus the carrying
interest. On the other hand, bonding
means substantial legal fees, underwrit-
ing costs and the expense of an election. 

Whether or not leasing or financing a
roofing project is the right option can only
be determined after careful consideration
of the specific circumstances and the
advice of financial experts. However, one
thing is clear: many private building own-
ers and municipal facility managers alike
have taken advantage of financing their
commercial roofing project. ▲

…installing a new 

roof in sections over

time generally does 

not make sense from 

a fiscal, logistical or

practical perspective.
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Government agencies are among the biggest beneficiaries of roof financing programs because they can be structured as installment
purchase agreements, conditional sales contracts or true leases.


