
Car Leasing 101
by
Eyes Right 
Woodbridge, VA– I have never previously rented a car.  That is what signing a lease gives you:  you are renting the vehicle for a mutually agreed period of time.  When the lease expires, the car is no longer yours.  Most car leases give the “lessee” the option to purchase the car at the end of the lease, but there is little, if any, room to negotiate that price.  You either have to give the car back, or pay a rather steep price for what is, by then, a very used car (in my case, the price would be $12,600).  However, it can be argued that you at least know who has been driving the car, and also the condition of the vehicle.
Car leases also involve mileage limitations, that is, if you drive the car over a designated limit of miles, you must pay the leasing agent “x” amount per mile driven over the limit (for our Nissan Leaf, the charge is 12 cents per mile).  If you are careless about putting on extra mileage, this payment could be considerable.  For example, if I were to drive 5000 miles over the agreed upon limit (36,000 miles in 3 years), I would have to pay $600.  There are also other “gotchas.”   If you decide before the end of the lease that you no longer want the vehicle, there is an “early termination fee” which, according to my leasing document “may be up to several thousand dollars.”  And another “oh, by the way,”  if I were to decide to purchase the car at the end of the lease, there is a $300 “Purchase Option Fee.”   But wait, there is more:  if I take the car back to the dealer at the end of my 3 year lease, and say, “Take it, it’s been nice,” I face a $395 “Disposition Fee,” which may be waived if I concurrently buy or lease another car from the same dealer.  The largest unknown is explained in Paragraph 19 of my lease, “Excessive Wear and Use.”  The wording here is pretty much a carte blanche for the dealership to charge you whatever they want (or think that they can legally get by with) due to repairs which “include, but are not limited to” inoperative mechanical parts, …..dents, scratches, chips or rusted areas on the body….”  The list of excessive wear and use goes on for three more paragraphs.  This is not unlike writing a blank check to the dealer.
So why would someone lease a car instead of buying it?  

The answer is simple:  money.  Because these leases can be very lucrative to the dealers and the banks/automobile manufacturers which provide the loans, the terms can be very favorable for an astute lessee.  Let’s look at the car which I just leased.  It is a 2014 Nissan Leaf, a totally electric car.  The sticker price (M.S.R.P.) of the car was close to $32,000.   After considerable negotiation, the agreed upon sales price was $26,800.  Adding sales tax, title, tags, and some hidden processing costs, the total capitalized cost had risen to $28, 855.  But Nissan rebates and a federal government incentive for buying an electric car ($7500) reduced this price by $11, 607 to an “adjusted capitalized cost” of $17,247.  Because the car is estimated to be worth $12,160 at the end of the 3-year lease, my final amount of payments over the 3 years came to just over $5119. Divide that number by the 36 months, and my monthly payment is only $142.20 – this is after I gave them $3000 in cash to begin the entire process.  Bottom line:  the Leaf is costing me about $205 per month to rent it for 3 years – and that includes registration, fees, and the first year taxes.
I consider this to be inexpensive transportation for a new vehicle – particularly one which uses zero gas or oil, never needs an emissions inspection, and is a joy to drive (more on owning an electric vehicle in a future column). 

But you must be careful when negotiating a car lease.  It is very similar to my thoughts in prior columns about how to buy a vehicle.  There is considerable flexibility in what a dealer’s bottom line on price is on agreeing to a lease.  For example, when I asked (in person) several Nissan dealerships what my monthly lease would be if I put down $3000 on a new Leaf (exact same model with the same accessories), the figures I received ranged from a high of $239/month to the low price I finally achieved of $142/month.  Most were in the neighborhood of what Nissan advertises nationally, $199/month.  Even that nationally advertised price of $199 is deceptive – once you throw in all the hidden fees, that balloons to around $220/month – and that is not counting the $3000 down.   In other words, by being very aggressive in negotiating, I saved nearly $3000 on the lease for the exact same car.  

You can do this using the same methods I have earlier described when purchasing a car.  The only difference is that the question you ask is, “Exactly how much will my final, “no shit” monthly lease payment be???”  DO NOT ACCEPT ANY FIRST OFFERS!  And DO go to several dealerships.  Do not be afraid to play one against the other!  This may take you as long as two weeks, but look at this process as a second job.  Where else can you “make” three grand during part-time work over two weeks?
I thought you might like to know.
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