




the lessee is regarded as having enough
risk with regard to the aircraft’s market
value that the financing can be treated as
a lease. Guido reported that synthetic
leases represented about 50 percent of
her business aircraft financings last year.

For Ford von Weise at Merrill Lynch
Business Aviation Finance, flexibility
has meant nonrecourse loans. (Gener-
ally speaking, in nonrecourse financing,
the borrower’s obligation is limited 
to the asset borrowed against.) Some 
business aircraft buyers want to avoid
any liability on a financing, but many
banks and other financial institutions
won’t provide loans when the only
recourse if the borrower defaults is 
to repossess the airplane. According to
von Weise, however, a large percentage
of Merrill’s financings last year were
nonrecourse to the buyer, making
Merrill a leader in this area. 

If you’re interested in nonrecourse
financing, keep in mind that it doesn’t
come free: You should expect to pay
higher interest rates and to provide
some form of “cushion” for the lender.
The lender, for example, may be willing
to finance only 80 percent (not 100 per-
cent) of the aircraft’s appraised value on
a nonrecourse basis. Or the lender may
require a pledge of securities to shore
up 20 percent of the loan principal.

Another area where lenders are
trying to be flexible is the term of the
financing. Borrowers and lessees are
looking for shorter-term commitments,
and it’s easy to see why. Most jet pur-
chasers who plan to use the aircraft for
business will be eligible for acceler-
ated depreciation for federal tax pur-
poses, and will thus write off most of

the purchase price in the first two years
or so–and write it off entirely after
four more years. As a result, it isn’t un-
common for an aircraft owner to begin
looking for a new model after only a
few years.

This is especially true of purchasers
of light and medium-size jets, who
may be thinking about trading up to a
bigger cabin or longer-range aircraft.
Another consideration is the pace of
technological improvements in busi-
ness aircraft, which gives owners every
incentive to trade up to newer, more
up-to-date models.

What Borrowers Want Now
Consequently, business jet buyers 

are increasingly asking for shorter-
term financings, and interest rates for
the short terms have been relatively
attractive lately. If a financing gives
you the opportunity to stay in for the
long haul–10 or 12 years, say–that’s
fine, but buyers also want the ability 
to exit–either by prepaying without
penalty or exercising an early buyout 
in the case of a lease.

In today’s market, signing up to
purchase a factory-new aircraft poses 
a different kind of financing chal-
lenge: delivery of the airplane may
not occur for several years. Many
borrowers want to finance the
progress payments or deposits due
prior to delivery. When you add a 10-
or 12-year financing on top of three
years of progress payments, however,
you have a very long-term credit
commitment. Moreover, said Banc of
America’s Gaffney, many customers
also want to lock in interest rates

today for a financing that starts several
years from now, when the aircraft is
actually delivered.

To test your options, solicit some
financing proposals. Your current
lender is a good place to start; remem-
ber that maintaining relationships is
often the key to the best financing op-
portunities in today’s market. But it’s
unwise to stop there. You should solicit
proposals from several leading aircraft
financial institutions–all with the same
guidelines, so you can make an apples-
to-apples comparison.

In this process, you may well 

discover that different institutions
have different objectives. Many re-
quire a minimum financing amount of
$5 million. (Banks may waive this re-
quirement for existing clients.) And
while all institutions will provide loan
financing, not all will provide leases.

Happy hunting.  �

Wachovia Leasing
Bill Grier
301 S. College St., 18th floor
Charlotte, NC 28202
(704) 383-8420

Wells Fargo Bank
Craig A. Warden
333 S. Grand Ave., 3rd floor
Los Angeles, CA 90071
(213) 253-6169

Aerius Aviation Capital Partners
John Contas
155 Fleet St.
Portsmouth, NH 03801
(603) 373-6648

Aviation Finance Group
Wayne Starling
4355 Emerald St., Suite 100
Boise, ID 83706
(888) 339-2834

Center Capital Corp.
William Allen
General Aviation Finance
14 Claflin Ave.
Hopkinton, MA 01748
(866) 782-0001

Cessna Finance Corp.
John Newton
220 W. Douglas, Suite 300
Wichita, KS 67202
(800) 551-5787

CFC–Turbine Finance Group
Steve Schaack
8080 E. Central, Suite 340
Wichita, KS 67206
(866) 565-0922

CIT Equipment Finance
Richard Crofton
1540 W. Fountainhead Pkwy.
Tempe, AZ 85282
(480) 784-1801

GE Capital Corp.
Brent P. Godfred
Northeast Corporate Aircraft
44 Old Ridgebury Road
Danbury, CT 06810
(203) 796-1096

GE Corporate Aircraft Finance
David Labrozzi
44 Old Ridgebury Road
Danbury, CT 06810
(203) 205-5415

GMAC Commercial Finance
Charles McGuire
1903 Central Drive, Suite 404 
Bedford, TX 76021
(817) 358-1517

Don Gies
Business Aviation Finance 
222 N. LaSalle St., 16th Floor
Chicago, IL 60601
(312) 499-3846

National City Corporate Air Capital
Samuel Harris
995 Dalton Ave.
Cincinnati, OH 45203
(513) 455-2618

NetJets Finance Program (CIT)
Gary A. Weiss
750 Ackerman Ave.
Glen Rock, NJ 07452
(201) 689-1107

Commercial Banks (Cont.)

Finance Companies

Especially for Fractional Shares

Lenders that demonstrate
flexibility in structuring 

loans and leases to meet 
customers’ needs are more

likely to flourish in the 
current environment.

It’s hard to find banks and

other financial institutions that

are interested in lending against

the purchase of a share in an

aircraft, mostly because an un-

divided fractional interest in an

asset is unusual collateral for a

lender. Consequently, the share

field has been left largely to

private banks, said Len Liotta,

who specializes in aircraft

finance at Citibank. Liotta

added that when a client

requests financing for a share,

the relationships cultivated by

a private bank can make the

difference between a generic

financing term and a deal

structure more conducive to

the client’s needs.

An exception to the general

difficulty of locating financing

for shares is the NetJets

finance program, which CIT

manages. Unlike many financial

institutions, CIT “feels its pro-

gram is well-secured by the

shares and structures offered

by this type of credit,” accord-

ing to Gary Weiss, who over-

sees the program. Although 

the program works only with 

NetJets, it offers customers

choices among a wide range 

of loan and lease options.

Bombardier Flexjet sales 

director Brandon Mayberry

said Flexjet is also helping

share buyers arrange for 

third-party leases. –J.W.

What About Financing Shares?
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