Reimbursement vs. Company-Provided

VASOHEA

CHOOSES PARTNERPLAN

The diagnostic imaging
equipment company found
leasing provided numerous

benefits over reimbursement,
and shares its decision-
making process.

perating a fleet is inher-

ently risky. Why expose

your fleet to unnecessary

risk if you don’t have to?

That’s exactly what Bri-

an Scott, director of financial services
for VasoHealthcare Sales Profession-
als, was thinking when he decided to
look into leasing through a fleet man-
agement program and abandon the com-
pany’s existing reimbursement strategy.
He did so in the hopes that it would
simplify things and provide the stabil-
ity and structure the company desired.

Evaluating the Current Strategy
VasoHealthcare operates a fleet of 73
vehicles for its sales staff, who sell di-
agnostic imaging equipment. \
“When the company was started

AT A GLANCE

When determining whether to use
reimbursement or move to leasing,
VasoHealthcare considered:

M Corporate image and
maintenance expenses.

B Competitive edge for hiring and
employee retention. ‘

B Improved bottom-line savings. ‘
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in 2010, we knew that reimbursement
was the wrong model for our compa-
ny. Not only is reimbursement more
expensive (and harder to audit), but it
also lacks the employee benefits that
a fleet program provides,” Scott said.

However, VasoHealthcare didn’t
understand the drawbacks of reim-
bursement. The company looked to
LeasePlan USA for the necessary in-
formation about the benefits of leasing
— both in soft-cost savings and
true cost cutting.

Benefits of Leasing

Through the education process,
VasoHealthcare realized the ad-
vantages of leasing over reim-
bursement for its company were
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substantial. The biggest potential soft-
cost benefits for VasoHealthcare were
those involving corporate image and
employee relations.

Company-provided vehicles of-
fer greater control over how the com-
pany is perceived in the marketplace.

“We didn’t want our employees’
choice of vehicle and maintenance of
that vehicle to reflect poorly on the
company, especially since they vis-
it our customers frequently,”
Scott said.

A company-provided vehi-
' cle could also give the compa-
ny a “competitive edge” in hir-
ing and retaining top-caliber
employees, according to Charles
Hughes, vice president of sales



LTHCARE

OVER REIMBURSEMENT

VasoHealthCare oper-
ates a fleet of 73 ve-
hicles for its sales staff.
The company opted

to work with a fleet
management company,
LeasePlan, to minimize
its administrative
burden and reduce

its risk. To do this, the
diagnostic imaging
company uses Lease-
Plan’s PartnerPlan that
features a fixed lease
and maintenance pay-
ment schedule.

for VasoHealthcare.

In fact, industry surveys reveal that
employees view a company vehicle as
a benefit equivalent to healthcare cov-
erage and pension benefits.

VasoHealthcare also understood
that in this very competitive market,

k trying to hire prospective employees
." who already have a company vehicle

by offering a reimbursement program
could put it at a serious hiring disad-
vantage. While a reimbursement allow-
ance may have the initial appeal of en-
abling employees to drive the vehicle
of their choice, according to the com-

pany, frequently, employees ultimate-
ly realize it is not the best economic
choice for them.

Potential Cost Savings

Along with the soft-cost benefits of leas-
ing, significant bottom-line cost savings
were compelling as well. VasoHealth-
care found that through reimbursement,
it could significantly reduce overall
expenses, which ultimately helps the
company’s bottom line.

“As an organization, we were pleas-
antly surprised at the level of savings
that leasing provided to our income
statement. The improvement in cash
flow is significant to our growing com-
pany,” Scott said.

LeasePlan presented VasoHealth-
care with a lifecycle cost analysis of
its 73 vehicles comparing reimburse-
ment and leasing and provided model-
ing on cash flow. The result was a po-
tential savings of 44 percent per year,
or almost $400,000.

Forming a Solid Partnership
VasoHealthcare was also looking for
a fleet management partner that would
take on the administrative burden of
managing its fleet — titling the vehi-
cles, managing driver calls, etc.
“More importantly, we needed some-
one who could assume the back-end
risk and insurance risk as well. We are
not in the used-car business and are not
going to put effort into making mon-
ey on remarketing sales,” Scott said.
PartnerPlan is a lease product that
reduces risk and administrative costs

with a fixed lease and maintenance
payment, according to LeasePlan.
Through the product, an end-of-lease
settlement process is used to deter-
mine each vehicle’s gain or loss. This
allows the fleet management com-
pany and its client partners to effec-
tively manage vehicle expenses. Col-
lective surpluses are shared with the
client, while any aggregate losses are
absorbed by LeasePlan.

“It is very difficult to accurately
create cash-flow models with three-
to five-year projections when you are
guessing what a vehicle will be worth
at the end of term. With PartnerPlan,
we can,” Scott said.

The Decision to Lease

Once it realized the benefits of leasing
over reimbursement for its company,
VasoHealthcare decided to transition
its fleet to leasing through LeasePlan’s
PartnerPlan product.

Compared to a traditional TRAC
lease, PartnerPlan offered lower month-
ly payments at $50 less per vehicle. Us-
ing figures for one model type, the total
lifecycle cost of the fleet is estimated
to be reduced by more than $100,000
with PartnerPlan.

Overall, the PartnerPlan program
resulted in an initial annual savings
over reimbursement of 40 percent
with the potential for additional sav-
ings as the entire fleet is transitioned
to the program. Making the move
also created efficiency and process
improvements for the company, ac-
cording to Scott.
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