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Alternatives to Hardware _*
as a Service (HaaS) 4

for Solution Providers and MSPs

-

This guide — updated since published originally in 2016 — includes your options for
implementing Hardware as a Service, how to determine which option is best for you, and
we'll leave you with a useful table we built with the help of Service Leadership’s Paul
Dippell of considerations for each model.




WHAT IS HARDWARE AS A SERVICE?
Hardware as a Service — or HaaS —is a proven
business model for MSPs and Technology
Solution Providers and an important piece
to a complete As-A-Service model. It is a
simple concept. You sell a total solution
to your customer. They get the hardware,
software, installation, training, consulting
and, of course, it all comes fully managed in
a single monthly payment.

Many times, Managed Service Providers
buy and own the hardware, and rent it to
the client along with their Service Level
Agreement (SLA), which the MSP bills and
collects monthly.

This model gives Solution Providers the
ability to increase margins on hardware and
service, standardize their customer base, and
improve recurring revenue. HaaS also has
the unique ability to cripple the cash flow
of a Managed Service Provider if not well-
managed.
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THE 4 MAIN HARDWARE
AS A SERVICE MODELS

We've found that you can categorize
most HaaS models into one of four
buckets:

HAAS FUNDED WITH
CASH FLOW

HAAS FUNDED WITH
FINANCING
I;@‘

WHITE LABEL
MANUFACTURER HAAS

LEASING THE HARDWARE
WITH 3RD PARTY FINANCING

Curious about the differences, use
cases, pros, and cons? Read on.




HaaS - Funded
with Cash Flow

In this HaaS model, the Solution Provider
is using their own cash reserves to
purchase the equipment or hardware,
and then include it in their Service Level
Agreement for a fee. The Solution
Provider will typically break even in 12 to
18 months on the initial investment, and
the remaining payments collected are all
margin.

USE CASE

This model works best when the MSP is
only offering a single piece of hardware
to small clients. For example, if a Solution
Provider is offering their Backup Disaster
Recovery (BDR) device as a service on
their Managed Services offering. This is
a relatively small investment and is lower
risk for the Solution Provider.

BENEFITS
There are a number of benefits to this
model including:

No involvement of a third-party
with your client

No need to change your processes
You have a strong return

after the breakeven point

You retain full control over the
process

You have an easy refresh cycle

CONSIDERATIONS
The Solution Provider should fully
understand these considerations:

You act as the bank

The more Haa$S you do in this
model, the more cash you tie up
This model makes your initial cash
flow negative

You are responsible if the customer
doesn’t pay or goes out of business.




HaaS - Funded
with Financing

In this model, the Solution Provider utilizes
a bank line, financing, or even credit cards
to purchase the assets, then rents them
to customers as part of the Service Level
Agreement. Like HaaS funded with cash
flow, the Solution Provider will break even in
12 to 18 months and collect the remaining
payments as margin.

USE CASE

As in Haa$S funded with cash flow above, this
model works best with a specific product,
though using the resources of a financial
institution, some Solution Providers expand
their Hardware as a Service to a full suite of
product offerings.

BENEFITS

There are benefits to the Solution Provider
by using a financing source to fund their
Haa$S offering including:

No third-party involvement

with your clients

It is easy to adapt your process to
accommodate funding needs.
You are cash flow positive

at the start of the project.

You have an easy refresh cycle.

CONSIDERATIONS

Here are some considerations if you are
thinking about using financing to fund
your HaaS$ offering:

The bank or funding source may
require paperwork or other upfront
processes.

The more you do the more of your
money you tie up in customer assets.
Your risk and debt load increase

with the project size and/or the term.
You are financial liable if the customer
doesn't pay or goes out of business.



White Label
Manufacturer HaaS

This is becoming the most widely available
option as manufacturers of the technology
you sell enter the As-A-Service space and
offer HaaS programs. In this model, the
manufacturer uses their cash to fund the
purchase upfront and bills the Solution
Provider each month. Then the MSP marks
up the monthly payment and includes it in
their Service Level Agreement.

USE CASE

These manufacturer programs are ideal for
Solution Providers who want to limit the
use of their own cash or funding sources,
but only want to offer a single product.
It is simple in that there is no impact to
the balance sheet, but there are risks to a
program like this.

BENEFITS
Here are some of the top benefits to a
manufacturer program:

The equipment manufacturer makes
the upfront investment.

Simple way to get started with HaaS.
You are cash flow positive at the
beginning of the project.

You typically maintain control over
the product.

You have an easy refresh cycle.

CONSIDERATIONS

Whilethe manufacturerprogramhasmany
benefits, here are some considerations:

You may bear the risk if the customer
doesn’t make their payments or goes
out of business.

You are limited to only the products
the manufacturer makes.

Vendors and manufacturers often
change their programs and offerings.




Leasing the
Hardware with
3rd Party Financing

In a white label HaaS program with 3rd
party financing, we are talking about what
GreatAmerica does. The Solution Provider
uses a finance company to lease or rent the
hardware to the customer alongside any
supporting services.

USE CASE

One of the biggest benefits of a program
utilizing a 3rd party finance company like
GreatAmerica, is that Solution Providers are
able to expand their offering by extending
the terms and risks out to each of their
clients, as opposed to the MSP taking on
all the risk. This is a strong alternative for
a technology company who has already
mastered an As-A-Service model with their
own money, but no longer want to continue
funding Hardware as a Service or have
reached their funding limits.

BENEFITS
The major benefits of 3rd party white label
financed Haa$ are:

The finance company makes the
upfront investment.

You are cash flow positive at the outset
of the transaction.

You can finance your full suite of
products.

The project costs, labor, and margin
can be included in the upfront funding.

You have an easy refresh cycle.

CONSIDERATIONS
As with all offerings, there are things to
consider for this model:

There is additional quoting and credit
approvals involved for you and your
clients.

Your customer could receive multiple
invoices — one for the equipment and
another for you services.

The finance company you use own the
contract.
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TRADITIONAL 3RD PARTY

LEASING VS. GREATAMERICA
HARDWARE AS A RENTAL®

The GreatAmerica offering Hardware as a
Rental (HaaR®) is similar to the 3rd party
financing option, but with a few twists that
make it more friendly for Managed Service
Providers.

This blog details the primary differences
between HaaR, HaaS, and traditional
leasing, but there are a few important
things to consider:

® You can offer a single invoice/payment
option to customers by having
GreatAmerica include your Managed
Services fees on the invoice we send

e Unlike a lease, your customer doesn't
have the option to own the technology
at the end of the agreement

e You can set up your quote tool to
provide monthly payment options with a
few clicks, and display it on the proposal
as a single monthly payment.

CONSIDERATIONS FOR EACH
HARDWARE AS A SERVICE MODEL

During a 2019 webcast with Paul Dippell
of Service Leadership, we shared this
comprehensive chart. Here you can
compare how each of the options we
described above stacks up in one of eight
categories.



Asked

Frequently
Questions (FAQ)

What is the term or length
for Hardware as a Rental?

Most Hardware as a Rental agreements are 3
years, but it is best to match the term of the
equipment rental to either the term of your
SLA or the lifecycle of the technology. We
can do anywhere from 12 months to 5 years.

What happens at the end of the
term on Hardware as a Rental?

At the end of a Hardware as a Rental
agreement, your customer will be notified it
is their last invoice. They'll get three options:
upgrade, continue to rent, or return the
equipment. This positions you to create an
upsell or upgrade conversation with the
client.

If | can make more money with
self-funded Hardware as a Service,
why wouldn’t | go that direction?

Self-funding Hardware as a Service can be a
high risk, high reward venture. If one big deal
goes down, it could create some major cash

flow problems in your business. There are so
many elements to self-funding Haa$S that you
would need to consider like pricing, credit
underwriting, legal agreements, collections,
and accounting for bad debt. Companies
with a solid foundation in lending practices
can successfully mitigate risk, but as Paul
Dippell says, “You aren't the bank.”

Can GreatAmerica just finance to me,
and then | can bill my own clients?

GreatAmerica does have a program where
we will in essence fund your Hardware as a
Service program and do not underwrite your
clients. It comes with all of the caveats and
use cases described above in funding Haa$S
with a bank line, but a bit simplified. We
limit the program to MSPs who already have
an established HaaS program with a single
product line, or desire to adopt a HaaS
program with a single product line.

Consider self-funding full meal Hardware
as a Service. At some point, you will reach
your borrowing limit. In addition, if one of
your clients goes out of business, or fails to
pay, you would still be required to repay the
balance.



