
 

 

To Lease or Not to Lease.  
 
Read the following article and answer the following questions regarding the financial considerations 
of leasing versus buying farm tractors. 
 
Questions 
Financial Comparison: Leasing vs. Owning 
1. According to the comparison in Table 1, is it cheaper to lease or own a tractor if it is only used 

for 500 hours per year? 
 

2. How does increasing the annual hours of use from 500 to 800 affect the hourly cost of a leased 
tractor? 
 

3. What are the specific costs that a "leasee" (the person leasing the tractor) is responsible for 
under a "dry hire" agreement? 

 
Advantages and Disadvantages of Leasing 
4. What are the primary advantages of choosing to lease a tractor rather than buying one? 

 
5. What is considered the main disadvantage of leasing a tractor? 
 
Leasing Considerations for Contractors 
6. Why is leasing particularly attractive for contractors clocking high usage (e.g., 2000 hours a 

year)? 
 

7. What variables do leasing companies use to determine their quotes? 
 
  







 

 

Answers 
 
Financial Comparison: Leasing vs. Owning 
1. According to the comparison in Table 1, is it cheaper to lease or own a tractor if it is only used 

for 500 hours per year? 
It is slightly cheaper to own the tractor. Based on a 500-hour/year usage, the total cost for 
owning is $172/hour, while the cost for leasing is $177/hour. 
 

2. How does increasing the annual hours of use from 500 to 800 affect the hourly cost of a leased 
tractor? 
Increasing the usage to 800 hours per year reduces the total cost to approximately $150/hour. 
This is because the monthly lease cost is spread over a greater number of operational hours. 
 

3. What are the specific costs that a "leasee" (the person leasing the tractor) is responsible for 
under a "dry hire" agreement? 
Under a dry hire basis, the leasee is responsible for all fuel, oil, and driver costs. 

 
Advantages and Disadvantages of Leasing 
4. What are the primary advantages of choosing to lease a tractor rather than buying one? 

The advantages include: 
o No capital outlay is required upfront. 
o The lease cost is fully tax deductible. 
o There is no replacement cost at the end of the term; the user can simply rent another. 
o It provides constant access to new technology and improved efficiency. 

 
5. What is considered the main disadvantage of leasing a tractor? 

The main disadvantage is that the tractor must be used for enough hours to justify the 
depreciation factor incurred by the owner. If a tractor sits still, a $200,000 unit depreciating at 
13% p.a. still incurs a cost of $26,000 per year. 

 
Leasing Considerations for Contractors 
6. Why is leasing particularly attractive for contractors clocking high usage (e.g., 2000 hours a 

year)? 
Leasing is a very good option for high-usage operators because it avoids the large replacement 
costs associated with the rapid wear and depreciation that occurs at that level of use. 
 

7. What variables do leasing companies use to determine their quotes? 
Companies base their leasing models on: 

o The original value of the tractor. 
o The depreciation rate and likely value at the end of the lease period. 
o An agreed number of tractor hours; exceeding this number typically results in additional 

costs. 
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