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INTRODUCTION 
 
When shopping for a car, one choice you face is 
deciding whether to lease or buy.  The number 
of new car leases is rapidly increasing.  Before 
deciding to lease a car, it is important to ask 
questions, nail down the details, read the fine 
print, and shop around.  This handout is 
designed to provide helpful information for 
those who may be thinking about leasing their 
next new car.  
 
LEASING VS. BUYING 
 
Leasing a car is not the same as buying one.  If 
you buy a car, you own it.  With a lease, you are 
paying to drive someone else’s car.  One 
advantage of a lease is that it may result in lower 
monthly payments than a loan.  However, at the 
end of the lease you will have no ownership 
interest or equity in the car.  
 
SOME HELPFUL HINTS 
 
1.  Shop as if you are buying a car.  Be sure to 
negotiate all of the lease terms, including the 
price of the car.  A lower lease price means 
lower monthly payments.  Additionally, be sure 
to get all of the lease terms in writing. 
 
2.  Know the terminology.  With a CLOSED-
END LEASE, you return the car at the end of the 
lease period and walk away.  However, you will 
probably still be responsible for certain end-of-
lease charges, such as excess mileage, wear and 
tear, and disposition. 
 
With an OPEN-END LEASE, you will pay the 
difference between the value of the car stated in 
your contract and the lessor’s appraised value at 
the end of the lease. 

 
LEASE INCEPTION FEES are payments that 
must be made at the beginning of the lease.  
These may include a down payment, security 
deposit, acquisition fee, first month’s payment, 
taxes and title fees.  Be sure to ask for a list of 
these charges.  Also, keep in mind that some or 
all of the terms related to these charges may be 
negotiable. 
 
The term CAPITALIZED COST means the price 
of the car for leasing purposes, plus taxes and 
extra charges such as service contracts and 
registration fees. 
 
CAPITALIZED COST REDUCTION is like a 
down payment.  If you trade in a car, make sure 
the dealer applies the trade-in value to the price 
upon which your lease is based.  The credit from 
your trade may reduce your down payment or 
monthly payment. 
 
3.  Find out what extra charges may be assessed.  
You may be charged extra for excessive 
mileage, wear and tear, disposition, and early 
termination of the lease.  Most leases allow for 
driving 12,000 to 15,000 miles per year.  The 
lease agreement should specify the amount or 
method for determining any charge for excess 
mileage.  
 
You should also find out what the penalties are 
for returning the car early.  You should expect to 
pay a substantial charge if you give up the car 
before the end of the lease.  It is also important 
to note that the lease may prohibit you from 
taking the car out of the United States.  This 
means that military members who receive PCS 
orders to an overseas assignment may be forced 
to turn the car back in.  In accordance with the 



Consumer Leasing Act, the early-termination 
provision must be disclosed in clear language.  
 
4.  Consider where you will be required to return 
the car at the end of the lease.  Upon termination 
of the lease, you may be required to return the 
car to the dealer who originally leased it to you.  
This may be extremely inconvenient if, for 
example, you lease a car in Alaska and are later 
stationed on the east coast. 
 
5.  Look at the manufacturer’s warranty.  Make 
sure the warranty covers the entire term of the 
lease and the number of miles you expect to 
drive.  
 
6.  Consider “gap insurance.”  “Gap insurance” 
is designed to cover the difference between what 
you owe on the lease and what the car may be 
worth if it is stolen or totaled in an accident.  
The difference can sometimes amount to 
thousands of dollars. 
 
7.  Review the contract before signing.  Before 
signing on the dotted line, take a copy of the 
contract home, away from dealer pressure, and 
carefully review it.  Look for charges that were 
not disclosed at the dealership, such as 
conveyance, disposition, or preparation fees.   
 
MANDATORY DISCLOSURES 
 
As of October 1997, federal law requires lessors 
to provide lease cost information to you before 
you sign the lease.  Be sure to ask for this 
information if it is not offered to you by the 
dealer. 
 
 
 
 

TERMINATING THE LEASE 
 
President Bush signed the Servicemembers Civil 
Relief Act (SCRA) into law on                         
19 December 2003.  This law replaced the 
Soldiers’ and Sailors’ Civil Relief Act of 1940 
and creates several provisions.  The SCRA 
provides a significant protection for service 
members who have or are interested in leasing a 
vehicle.  A vehicle lease may be terminated by a 
service member, who while in military service, 
receives PCS orders outside the continental 
United States, or who deploys for not less than 
180 days. 
 
CONCLUSION 
 
The most important thing you can bring to the 
leasing process is a broad base of information 
concerning the automobile and the lease itself.  
Determine if this is the best option for you and 
make sure you understand everything.  Always 
remember that the leasing company primarily 
cares about what is best for them. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
This pamphlet is for basic information on 
leasing a car as it relates to military 
personnel stationed in Alaska.  It is not 
intended to take the place of legal advice 
from a Judge Advocate.  There may be 
important exceptions in some states to the 
information presented here.  Please 
contact the 354th Fighter Wing Legal 
Office for questions and further 
information. 
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