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THE LEASING CONTRACTS ASSESSMENT 
 

EVALUAREA CONTRACTELOR DE LEASING 
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Leasing as financing technique is mainly developed for companies that 
seek to enlarge their activity and improve their performances, and more 
generally speaking, it ensure technical progress. The purpose of case 
study is to show which financing method is more advantageous: leasing 
or bank credit. In order to do that, I have chosen BRD (Groupe Société 
Générale) and I shall simulate the acquisition of a good through either 
method. 
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INTRODUCTION 
Even in countries with very well-developed financial mechanisms, 

leasing operations are relatively new components of financial activities. The 
practical interest of leasing is to ensure the entire financing through 
borrowed funds for an investement, without any necessity for the user to 
take other insuring measures.This is the main features that make the 
difference between leasing and the traditional credit, where the user 
company bears a part of the investment value.Therefore, leasing as a 
financing technique is mainly developed for companies that seek to enlarge 
their activity and improve their performances, and more generaly speaking, 
it ensures technical progress.  

 
1. LEASING, A MODERN FINACING ALTERNATIVE 

Leasing operations are those operations by which a party named 
lessor undertakes to transfer for a determined period of time, to another 
party (lessee) the right to use an asset for a period of time against a regular 
payment called royalty. Regarding the transfer of risks, there are two types 
of leasing: financial leasing and operational leasing.  

Under the Romanian legislation, financial leasing has to fulfill the 
following conditions: 
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- the risks and benefits related to the ownership right shall be 
transferred to the lessee from the moment of concluding the leasing 
contract; 

- on the expiry of the contract the ownership right of the good is 
transferred to the lesse; 

- the lesse may chose to purchase the good and the purchase price 
shall represent maximum 50% from the entry value(market value). 

Operational leasing does not fulfill any of the above-mentioned 
conditions.In the case of an operational leasing the good remains the 
property of the leasing company after the end of the contract.At the first 
sight the operational leasing contract seems much more advantageous than 
the financial one, but these advantages are reduced because of the fiscal 
implications for the leasing company. For the leasing company, the entire 
installment for an operational leasing contract is considered as revenue and 
taxed as such.By consequence, in order to maintain their profitability the 
leasing companies apply a higher interest rate for the operational leasing 
than for the financial one.Regarding the transfer of the risks, in case of 
operational leasing the risks are retained by the leasing company. This is 
one of the main reasons why leasing companies are not very enthusiastic 
about operational leasing. 

Because the leasing contract is a renting contract for a certain good 
over a period of time, the user doesn’t appear with liabilities to banks in his 
financial statements so the company’s trustworthiness is not affected. When 
the financing option is the credit, the financial statements show liabilities to 
the crediting bank. 

Leasing proves to be a perfect alternative for obtaining equipment of 
a high complexity and technicality, for which the moral depreciation has a 
high percent. The leasing is efficient only if the equipment can be operated 
over the whole period of the contract. In case the lessee could obtain a bank 
credit under advantageous conditions, the cost of leasing would be higher. 

 
 
 

 
2. THE STRUCTURE AND THE EVOLUTION OF THE 

ROMANIAN LEASING MARKET  
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The dynamics of the evolution of leasing market can be followed in 
the next table (after the entire amount of the contract )              

Table 1  
The dynamics of the evolution of leasing market(amount of the contract) - 

mil EUR 
Year 1999 2000 2001 2002 2003 2004 2005 2006 
Member 
companies         
ASLR 202.9 340.0 587.6 624.1 850.0 1029.0 1115 1.083,5 
Member 
companies        - 
 82.1 82.2 374.4 275.7 550 786 1100  
 285 422.2 962 899.9 1400 1815 2215 1.083,5 

 
As noticed, starting 1999, the volume of leasing transaction signed at 

the level of ASLR members raised continuously.In these conditions, at the 
end of 2006, the total amount of the ASLR  Leasing market reached the 
level of 1.083,5 mil euros.One should observe the fact that the 
accomplishments of the ASLR leasing market for the year 2006 marked a 
lowering of about 2.82 % in comparison with 2005. The Financial Leasing 
continued to represent the main direction of the unrolling of leasing 
contracts.  

The structure of leasing contracts (at ASLR level), concerning the 
contract object, is shown in the next table: 

Table 2 
The structure of leasing contracts 

Object of contract 
% of total 

2006 
% of total 

2005 
Auto vehicles : 93,14 91,2 
 Cars 79,74 65,6 
 Auto utilities 
 Commercial Vehicles 
 Buses 

13,4 25,6 

Industrial equipments 3,73 
Agriculture equipments 0,25 

6,1 

Airplanes /boats - - 
Rail train  - - 
Other (biotic , medical technique ) 1,44 2,3 
Real estate- office 0,59 0,4 
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Object of contract 
% of total 

2006 
% of total 

2005 
Real estate- residential 0,85 

 

From the analysis of the information given by ASLR members 
resulted that the most important segment of the leasing market continue to 
be represented by the auto vehicle leasing. This level was achieved in 2006 
93,14%, increasing comparing with 2005, when for the same period it was 
91,2%, so an increase of  2,08%. 

 
3. APPLICATION REGARDING WHICH FIANCING 

METHOD IS MORE ADVANTAGEOUS: LEASING OR BANK 
CREDIT 

In order to do that, we will simulate the acquisition of an asset 
through either method. The asset that is to be financed both through leasing 
and credit is Dacia Logan  for the price of 6500 EUR, without VAT. The 
financing period is of 60 months. 

3.1. Leasing contract through BRD Sogelease IFN S.A 
Within BRD Sogelease , the step to be followed for leasing are :  
- down payment between 15 and 50% of the CIP price of the good, 

to which will  added the VAT; 
- management commission; 
- registration taxes; 
- CASCO insurance; 
- royalties, comprising: capital share, interest and VAT only for the 

capital share; 
- residual value of 20% to which will be paid the customs taxes valid  

at the end of the contract. 
The general financing conditions offered by BRD Sogelease Leasing 

are summarized in the Table 3. 
 
 
 

Table 3 
General financing conditions for the leasing contract offered by BRD 

Sogelease 
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Avans  15%-50% 

a) minimum 1 year-maximum 5 years, legal 
persons(excepting the cars)   

Financing period  

b) a) minimum 1 year-maximum 4 years, natural  persons 
20% for the imported goods Residual value 
1-5% for the goods of internal production  

Method of payment  Monthly 
Currency in which financing 
is granted 

EUR, USD, RON  

Financial conditions a) administration commission 
b) leasing interest is established function of the financed 
good, duration of the contract, and the structure financing 

Exchange rate for the 
payments 

BNR exchange rate+0,5% 

Insurance services Full casco-zero franchise 

Source:www.brd.ro 

 
The conditions for the leasing contract concluded with BRD 

Sogelease for the acquisition of an car Dacia Logan are presented in the 
table below: 

 
Table 4  

Conditions for the leasing contract concluded with  BRD Sogelease 
Period of the leasing contract-months 4 years(48 months) 
Price without VAT 6500 
Advance(15%) 975 
Financed value 5525 
Interest 6,8 % 
Residual value 1300 
Leasing installment 124,67 
Management commission(2%) 130 
Value of the contract EUR 7089,16 
Currency EUR 

Source: BRD Sogelease 

 
 
 
3.2. Banking credit from B.R.D. 
This financing option, a credit from B.R.D., proposes the following 

conditions: 
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The bank loan is given for 80% of the total value of the automobile: 
80% x 7089=5671,2 EUR. The advance is of 20% of the same value.The 
number of approved credit installments is of 48 monthly installments and 
the annual interest rate is 7,5 %.There is also a management commission of 
2,5 %. 

There are two possible methods to calculate the monthly amount: 
equal monthly payments and equal monthly installments. 

 
Table 5 

Equal total monthly payments 
Equal total monthly payment  

Total installment Credit installment Interest 
1 145 90 55 
2 145 91 54 
3 145 92 53 

 
 

Table 6  
Equal  monthly installments 

Equal total monthly payment  
Total installment Credit installment Interest 

1 170 115 55 
2 169 115 54 
3 168 115 53 

 
 
 

CONCLUSIONS 
With the leasing contract, the advance payment is of 975 Euro, while 

for the bank loan this one is significantly higher, amounting to 1417,8 
Euro.The leasing financing system is more suitable if the client does not 
want to pay a high advance or does not have enough money .  

The leasing installment (124,67) Euro is higher than the credit 
installment in any of its two possible calculations. 

As a conclusion, in case the buyer has the money for the advance 
payment for a bank credit, it is more advantageous for him to finance the 
purchase through a bank credit. 
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When comparing the leasing and credit alternatives, we must 
mention that leasing implies money which the leasing company usually 
borrows from banks and thus the total cost of a leasing contract is in general 
higher than total cost of a bank credit. 

However, the advantages of a leasing contract are: 
- there is no need for many guarantees; 
- the financial resources of the lessee are not blocked for the period 

of the contract; 
- the fiscal deductibility of the expenses generated by the leasing 

contract; 
- the payment is usually done a small advance. 
Despite the advantages and disadvantages of each of the financing 

methods, it cannot be said that inavriably one of them is superior to the 
others.It all depends of the needs of the client and of the goods purchased. 
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