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Lease Financing in Healthcare.
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Introduction.
Lease in finance refers to a medium or long-term borrowing option. In lease financing, the asset's owner offers another person the right to use it in exchange for recurring payments The holder of the asset is known as the property owner while the user is known as the lessee. Financial leases and operating leases are the two types of leases available. Service leases is also a known name of operating lease are a type of lease that combines financing and also maintenance (Saptono, & Khozen, 2021). The lessor is usually responsible for the leased equipment's maintenance and service provision, and the cost of maintenance is usually included payment of lease. Meanwhile, leases that are operational are mostly are not amortized, implies that the remaining lease payments will not be adequate to cover the equipment entire cost.
However, a leasing agreement is established for a considerably shorter amount of time than the product's estimated useful life, with the lessor aiming to recoup all costs ultimately, either through the sale of the leased asset or through the resale of the equipment. Finally, many operational leases include a termination clause that allows the lessee to terminate the agreement and ensures the equipment is returned to the lessor before the end of therm. This is a crucial aspect is based on equipment it is returned and it has become obsolete due to some technological advancements in which if it is not required to downturn business of lessee entity.
Capital lease differ from operational lease in that maintenance is not required frequently, also are non-cancelable, have a duration that approximates the asset's useful life, and are completely repaid off. In a conventional capital lease, the lessee then chooses the definitive item required and then delivery dates are negotiated with the owner. Arrangements are then made by the lesser for the equipment in order to be purchased by a company that lessees and both lessee and the maker sign a lease agreement simultaneously (Stancheva & Velinova, 2007). (2019). For lessees of investor-owned firms, the entire amount of each lease payment is a tax-deductible expense if the IRS judges the arrangement to be a lawful lease. A lease agreement must always be designed in such a way that it qualifies as a legal lease under IRS standards if it is to provide tax benefits to an investor-owned company.
The lessee recognizes lease payments as an expense item on the financial statements in the year they are made through financial statement impacts, regardless of the kind of lease. Every year, the leased asset is depreciated. The lease is reported on the balance sheet and the depreciation expense is shown on the income statement if the lease is a capital lease. In other cases, however, neither the leased asset nor the contract liabilities match the amount of lease payments reflected on the lessee's balance sheet. As a result, in order to account for financing on the balance sheet, a lease is typically terminated.
Analysis.
According to the Nashville radiology group, a percentage cost study was performed. By comparing the effective price rate to that after-cost rate on the loan, the Group's lease as compared buy decision may be analyzed accordingly. If the contract's implicit cost rate is less than the tax borrowing cost of 6%, this is an example of percentage cost analysis, and leasing will be favorable. The Group can avoid the $167,300 net cash outlay necessary in Year 0 by leasing the computer system, but it will be connected to a series of financial outflows for the next four years. Year 0 lease cash flow: ($ 34,200), year 1 lease cash flow: ($ 34,200), year 2 lease cash flow: ($ 34,200), year 3 lease cash flow: ($ 34,200), and year 4 lease cash flow: ($ 34,200). Less owning cash flow according to years:201,500, 14,500, 24,100, 13,700 and 35,200. Leasing verse owning cash flow in years will be: ($167,300), ($48,700), ($58,300) ($47,900) and ($35,200). Hence, the net advantage to leasing will be: $34,200 and internal rate return: 5.6% 
Discussion.
Factors that create values in lease transactions involve; lower information costs, in which smaller firms with limited access to financing markets may find leasing to be financially appealing. For example, a modest, newly established family group practice may require money to purchase diagnostic devices, like an electrocardiogram machine (Moro & Morea, 2020). Some banks may decide that the loan is not worthwhile. Certain businesses prefer leasing for maintenance services because the lessor can provide better or lower-cost maintenance. MEDTRANS, a for-profit medical transportation service in Pennsylvania, released 25 ambulances recently and some transfer vans.
Adaptability to Obsolescence Risks Many high-tech devices is prone to rapid and unplanned technical obsolescence as a result of this, and leasing is an enticing financing alternative for them. Consider a tiny, rural hospital's purchase of a magnetic resonance imaging machine. If it purchases MRI equipment, it risks becoming obsolete (Solheim & Wald, 2020). Leasing is a suitable option when a company has the ability to bear project life risk and does not know how long an item will be needed. Hospitals may provide services that are reliant on a single member of staff, such as physician-performed liver transplants. To keep the physician's practice, the hospital will have to spend millions of dollars on equipment that is solely needed for this surgery.
Leasing is less expensive than owning a company with a high credit risk because the risk of bankruptcy is smaller. Lessors may be more willing to write leases to businesses with bad credit that are less expensive than the loans offered by lenders if such loans are available. Instead of an annual payment, the lessor charges the lessee a specific price for each process done, based on the lessee's ability to bear risk (Guzzo et al., 2020). The lessor, for example, may pay the hospital $300 for each MRI scan performed on a leased device, or $400 for the first 50 scans per month and $200 for each scan after that. Because magnetic resonance compensation is normally determined by the quantity of use, the hospital's risk is minimized, but the single operation lease shifts the hospital's MRI expenses from fixed to variable.
Conclusion
 Two most frequent types of leasing agreements are operating leases and capital leases. Capital leases are typically utilized for goods that will not become technologically obsolete for a long period within time duration. The cost and benefits of leasing versus owning an asset are compared in the lessee's study. Medical practices can deduct lease payments from their earnings. Lease arrangements are subject to particular requirements from the Internal Revenue Service (IRS).  The IRS allows the renter to cut the various payments of lease, a charter that fits these conditions is referred to as a tax-oriented guideline charter. A tax that is non oriented is one that does not meet IRS guidelines.
Recommendation
Technology should be upgraded in order to minimize the obsolete equipment's within a healthcare facility. Enhancement of speed and flexibility should be put into consideration in order to allow managers to effectively and quickly to newly developed opportunities within minimal time with proper documentation. Health care providers within the facilities can conserve the capital and reinvest it in business instead of using it for a down payment.
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