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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1023 %%

| NTRODUCED BY READSHAW YOUNGBLOCD, Tl GUE, BELARDI, MARKOSEK,
HENNESSEY, WALKO, CARN, STABACK, VAN HORNE, MANDERI NO, | TKI N,
CURRY, DeLUCA, M CHLOVI C, BOSCOLA, TRELLO STERN, WOINARGCSKI ,
G Gl orTl, MeELI O, HALUSKA AND SHANER, MARCH 19, 1997

REFERRED TO COW TTEE ON CONSUMER AFFAI RS, MARCH 19, 1997
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AN ACT
Est abl i shing standards for certain notor vehicle |eases;
providing for additional duties of the Bureau of Consumer

Protection and for enforcenment and penalties.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short title.

This act shall be known and may be cited as the Autonobile
Lease Law.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Adj usted capitalized cost."” The agreed upon anount which
serves as the basis for determ ning the periodic | ease paynent
and a portion of the |lessee's early termnation liability,

conput ed by subtracting fromthe gross capitalized cost any

capitalized cost reduction.
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"Bureau." The Bureau of Consuner Protection in the Ofice of
Attorney Ceneral.

"Busi ness day." Every day other than a Saturday, a Sunday or
a day on which State-chartered banks in this Comonwealth are
required to be cl osed.

"Capitalized cost reduction.” Any paynent nade by cash,
check, rebates or simlar nmeans that are in the nature of down
paynents nade by the | essee and any net trade-in all owance
granted by the lessor at the inception of the | ease for the
pur pose of reducing the gross capitalized cost but does not
i nclude any periodic |ease paynents due at the inception of the
| ease or all of the periodic | ease paynents if they are paid at
the inception of the |ease.

"Director." The Director of the Bureau of Consuner
Protection.

"Fleet lease.” A contract or other agreenent between a
| essor and a | essee entered into after the effective date of
this act and in which the vehicles are to be used primarily for
busi ness or commrercial purposes that is either: a witten
agreenent for the use of at |least two vehicles that includes an
agreenent for an option to use at | east one additional notor
vehicle or a witten agreenent for the | ease of five or nore
vehi cl es.

"Gross capitalized cost.” The anopunt which when reduced by
t he amount of the capitalized cost reduction equals the adjusted
capitalized cost. The gross capitalized cost shall include the
cost of the vehicle and, without limtation, taxes,
regi stration, |license, acquisition, assignnment and other fees
and charges for insurance for a waiver of the contractual

obligation to pay certain liability in the event the notor
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vehicle is damaged, stolen or otherw se |lost, for accessories
and their installation, for delivering, serving, repairing or

i mprovi ng the notor vehicle and for other services and benefits
incidental to the lease. It may also include with respect to a
vehi cle or other property traded in connection with a | ease the
unpai d bal ance of any anmount financed under an outstandi ng
vehi cl e | oan agreenent or vehicle retail installnent contract or
the unpaid portion of the early term nation obligation under any
ot her obligation of the |essee.

"Lease." A contract or other agreenent between a | essor and
a lessee, other than a fleet |lease, entered into after the
effective date of this act for the use of a notor vehicle by the
| essee for a period of tine exceeding 120 days, whether or not
the | essee has the option to purchase or otherw se becone the
owner of the notor vehicle at the expiration of the |ease. A
| ease shall not be deened to be a retail installnment contract,
as defined in the act of Cctober 28, 1966 (1st Sp. Sess., P.L.55,
No. 7), known as the Goods and Services Installnent Sales Act,
unl ess the | essee, for no consideration or for a nom nal
consi deration, beconmes the owner or has the option of becom ng
t he owner of the notor vehicle at the end of the termof the
| ease.

"Leasing dealer.”™ A person who in the ordinary course of
busi ness offers or enters into notor vehicle | eases or who in
the course of any 12-nonth period offers or enters into nore
than three notor vehicle | eases. The termshall not include a
person to whom a | ease is assigned by a | easi ng deal er.

"Lessee."” A person who | eases a notor vehicle under a | ease.

"Lessor." A leasing dealer who holds title to a notor

vehicle | eased to a | essee under a | ease or a | easing deal er who
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hol ds the lessor's rights under the | ease or a person to whom a
| ease i s assigned.

"Motor vehicle" or "vehicle." A notor vehicle as defined in
75 Pa.C.S. 8 102 (relating to definitions), except the living
facilities of notor hones.

"Purchase option price.” Total cost to the | essee, excluding
sales tax, to purchase the notor vehicle at the end of the | ease
term

"Resi dual value." The projected fair nmarket value of the
notor vehicle at the end of the |ease term
Section 3. Lease provision.

(a) In general.--Every |ease shall:

(1) Be in witing and contain all of the terns and
conditions of the | ease agreenent between the |essor and the
| essee and shall be signed by the | essor and | essee.

(2) State the names and addresses of all parties and the
phone nunber of the |easing dealer. If the deal er knows the
identity of the party to whomthe |easing dealer intends to
assign the | ease, the dealer shall include in the | ease the
nanme, address and tel ephone nunber of the assignee. If the
| easi ng deal er does not include the nane, address and
t el ephone nunber of the assignee in the | ease, the dealer or
t he assignee shall pronptly upon assignnent mail or
personal ly deliver to the | essee the nanme, address and
t el ephone nunber of the assignee.

(3) State the dates when the | ease is executed by the
parties.

(4) Ildentify the lease with the term "l ease"” in 14-point
bol df ace type and shall be in a style and format to be

determ ned by the director by regul ation.
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(5) Be conpleted in full w thout any bl ank spaces to be
filled in after the lease is signed by the | essee.

(6) Specify the periodic basis or intervals when the
| ease paynents shall be payabl e.

(b) Option to purchase. --

(1) The | ease shall also state whether or not the | essee
has the option to purchase the notor vehicle at the end of
the |l ease termand, if so, either:

(i) the purchase option price; or
(i1i) the nmethod for ascertaining the purchase option
pri ce.

(2) If the lease includes a nethod for determ ning the
purchase option price, and that nmethod is based upon an
anount set forth in a publication, the identity of the
publication and the classification contained within the
publication to be used shall be included. If the publication
ceases to exist, the lessor shall imediately notify the
| essee of that fact and informthe | essee of the identity of
t he conparabl e publication which will be utilized to
ascertain the purchase option price. If a method for
ascertaining the purchase option price not set forth in a
publication is included in the | ease, the | ease shall set
forth a good faith estinmate of the ampunt, using that nethod.

(3) (i) If the lease contains a purchase option, it

shall state the total cost of the | ease assuming there is

no default and that the | essee exercises the purchase
option at the end of the termof the | ease which shall be

t he sum of:

(A) The total anount of all paynments required at

t he begi nning of the | ease.
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1 (B) The total anobunt to be paid in periodic

2 paynents during the termof the |ease.

3 (C© The amount of any liability the | ease

4 i nposes upon the | essee at the end of the termof the
5 | ease.

6 (D) The purchase option price.

7 (i1i) If the | ease does not contain a purchase option
8 or if the purchase option price is not set forth in the

9 | ease, the total fixed cost of the |ease, which shall be
10 t he sum of subparagraph (i)(A), (B) and (C).

11 (ii1) For purposes of calculating the total cost of
12 t he | ease under subparagraph (ii) or the total fixed cost
13 of the | ease under subparagraph (ii) the amount of the

14 refundabl e security deposit and insurance shall be

15 excl uded.

16 (c) Addition provisions.--The | ease shall also state the

17 follow ng:

18 (1) The total anount of all paynments required at the

19 i nception of the |lease term including any refundabl e
20 security deposit, any trade-in allowance and any
21 nonr ef undabl e paynent such as a down paynent or capitalized
22 cost reduction required at the beginning of the |ease or a
23 statenment that no paynent is required at the beginning of the
24 | ease.
25 (2) The nunber of periodic paynents to be paid during
26 the termof | ease and the amobunt of each paynent.
27 (3) A description of the standards to be used by the
28 | essor in determ ning excessive wear or danage and any
29 liability the | ease i nposes upon the | essee at the end of the
30 termof the |ease, including any liability which may be
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i nposed upon the | essee because of excessive wear or damage

of the notor vehicle and any di sposition costs inposed upon

t he | essee.

(4) The formula which shall be used by the | essor to
calculate the total liability of the lessee if the lease is
term nated by the | essee.

(5) The residual value of the vehicle.

(6) The total nunber of mles or the nunber of mles per
nmonth or year which the vehicle may be driven w thout
addi tional charge as permtted under the terns of the | ease
and the charge per mle for the mles driven in excess of
that perm ssible m | eage.

(7) The gross capitalized cost of the vehicle, the
capitalized cost reduction and the adjusted capitalized cost
when the cost of the vehicle for the purpose of cal cul ating
the gross capitalized cost exceeds the manufacturer's
suggested retail price.

(d) Liability of |ease.--The |ease shall state the liability
of the I essee in the event the notor vehicle is damaged, stolen
or otherwise lost. In the event the notor vehicle is damaged,
stolen or lost and is deened a total |oss by the insurance
conpany and the | ease contains a provision whereby the
di fference between the insurance proceeds and the anmount due
under the ternms of the | ease shall be waived if the |essor
receives the insurance proceeds and if the | essee has ot herw se
conplied with all other prom ses contained in the |ease,

i ncl udi ng, where applicable, the requirenent that the | essee pay
t he deducti bl e under any insurance coverage, the | ease shal
di scl ose that the | essee shall have no further liability.

O herwi se, the | ease shall disclose the option on the part of
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the | essee to purchase fromthe | essor or froma third party,
ei ther insurance or damage waivers, if available, to indemify
himfor the difference between the insurance proceeds and the
amount due under the ternms of the | ease.

(e) Mdtor vehicle.--The | ease shall provide the follow ng
i nformati on concerning the notor vehicle to be | eased:

(1) |If the odonmeter reads in excess of 1,000 mles, an
expl anation of the prior use of the notor vehicle using the
following ternms, as applicable: personal, famly or
househol d, denonstrator, livery, daily rental, police, prior
wr eckage, unknown, provided that the | essor may insert
"unknown" only if the | essor does not know the prior use of
t he notor vehicle.

(2) The odoneter reading at the beginning of the |ease
term

(3) The nake, nodel and year.

(4) The nunber of engine cylinders.

(5) Wether the transm ssion is automatic or nmanual .

(6) Whether the brakes and steering mechani sm are power
assi sted or manual .

(7) Wether or not the vehicle is air conditioned.

(8) The vehicle identification nunber of the vehicle.

Section 4. Certain disclosures.

The di scl osures required by section 3(b), (c), (d) and (e)
may be nmade in the |lease or in an addendumto the |lease. If the
required disclosures are made in an addendumto the | ease, the
addendum shall refer to the | ease and shall be separately signed
by the | essee prior to signing the |ease.

Section 5. Federal |aw

Conpliance with the requirenents of the Consuner Leasing Act
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of 1976 (Public Law 94-240, 15 U. S.C. 88 1601, 1640, 1667-1667e
et seq.) and Federal Reserve Board Regulation M 12 CFR Part 213
(relating to consuner leasing), to the extent that they are
substantially simlar to the requirenments of this act, as the
same may be anmended fromtime to tinme, shall constitute
conpliance with section 3(a)(6), (b), (c) and (d).

Section 6. Default.

(a) GCeneral rule.--If a lessee is 15 days or nore in default
of the periodic paynments due on the | ease and the | essor w shes
to declare a default and cancel or termnate the |ease, the
| essor shall personally deliver to the | essee or send by first
class, certified mail, to the | essee's |ast known address as
shown on the records of the |lessor, a notice of cancellation. A
| essee who is in default under a | ease solely for failure to
make a paynment required by the | ease shall have the right to
reinstate the | ease, subject to the provisions of this section.
If the |l essee has the right to reinstate the | ease, the notice
of cancellation shall provide that the | essee has 15 days to
reinstate the | ease by paying all past due periodic paynents,
| ate fees and other anpbunts due under the |ease and, if the
not or vehi cl e has been repossessed, the cost to the | essor of
repossessing, storing and transporting the notor vehicle. Such
costs may include a reasonable attorney fee and court costs if
actually incurred by the | essor and if provided for in the
| ease. Upon paynent within the 15-day period to the |essor of
t he amounts due, the lessor shall reinstate the |ease as if the
| essee had not been in default of payment. The | essor shall not
be required to reinstate a | ease nore than once during the term
of the | ease. The | essee does not have the right to

reinstatenent if the default is for any reason other than or in
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addition to the failure to nake a paynent required by the | ease.

(b) Death of |lessee.--In the event of the death of a | essee
before the expiration of a | ease, there shall be no default if
the | essee's surviving spouse continues to nake paynents to the
| essor in accordance with the terns of the | ease notw thstandi ng
the death of the | essee.

Section 7. Excessive wear or danmage.

(a) Appraisal.--Wiere the lessee is liable at the end of the
| ease term for charges for excessive wear and damage to the
notor vehicle, the | ease or the addendum shall contain a
statement that the | essee may obtain at the end of the |ease
term at the | essee's expense, a professional appraisal of the
anount required to repair or replace parts or the anpunt which
t he excessive wear and damage reduces the value of the vehicle.
Thi s professional appraisal shall be perforned by an i ndependent
third party agreed to by the | essee and the | essor, which
apprai sal shall be final and binding on the parties.

(b) Notice of claim--Wthin ten business days of the return
of the nmotor vehicle to the | essor, the |l essor shall mail or
deliver to the | essee an invoice for anobunts clained by the
| essor for excess wear and danmage. The invoice shall contain in
ten-poi nt bol dface type a notice of the | essee' s right under
subsection (a) to obtain an i ndependent appraisal of excess wear
and damage. The notice shall also provide as foll ows:

(1) The lessor nust be advised in witing within seven
busi ness days following the earlier of the date of the

mai ling or delivery of the invoice if the | essee elects to

obtai n an i ndependent appr ai sal .

(2) That any such apprai sal nust be conducted within ten

busi ness days following the date that the I essor is notified
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of the |l essee's election.

(3) That if the lessee fails to notify the I essor within
the tine allotted, that the | essee has el ected an i ndependent
appraisal, the lessor's invoice will be deened to be final
and binding on the parties.

(c) Security deposit.--Wthin 15 business days after the
| essee's obligations under the | ease have been determ ned and
satisfied, which shall include, but not be limted to, the
| essee's liability for excess wear and damage under this
section, the lessor shall credit to the | essee's account or mai
to the | essee any refund or any security deposit due to the
| essee.

(d) Excess mleage.--Nothing in this section shall limt the
| essee's obligation for any charge for excess nileage as
provided in the | ease.

Section 8. Procedure.

(a) Credit approval.--

(1) No leasing dealer may permt a prospective | essee to
t ake possession of a notor vehicle subject to a lease if such
| ease is contingent upon the approval of the |essee's credit
unl ess the | essee is provided with and acknow edges recei pt
of a notice on a separate page from another notice, termor
condition of the |ease, which provides substantially the
fol | ow ng:

NOTI CE: YOUR LEASE | S SUBJECT TO CREDI T APPROVAL. |F
YOUR CREDI T | S NOT' APPROVED, YOU MJUST RETURN THE
VEHI CLE

The notice may contain the name, address, tel ephone nunber

and | ogo of the |easing dealer and shall contain an

acknow edgnent by the | essee of the receipt of the notice.
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(2) The |easing dealer shall conplete the credit check
of the prospective |lessee within five business days of both
the | easing deal er and | essee signing the |ease.

(b) Review of |ease.--

(1) No lease shall bind a | essee or |essor unless both

the | essee and | essor have had one business day to reviewthe

| ease contract before the signing of the contract.

(2) No leasing dealer may permt a prospective | essee to

t ake possession of a notor vehicle subject to a | ease unl ess
the |l essee is provided with a conspi cuous notice which
provi des substantially the foll ow ng:
NOTI CE: THE LESSEE AND THE LESSOR SHALL BE ENTI TLED
TO REVI EW THE CONTRACT FOR ONE BUSI NESS DAY BEFORE
SI GNI NG THE CONTRACT | MVEDI ATELY ADJACENT TO THE
SI GNATURE LI NE OF THE CONTRACT.

Section 9. Enf or cenent .

The enforcenent and penalty provisions of the act of Decenber

17, 1968 (P.L.1224, No.387), known as the Unfair Trade Practices

and Consumer Protection Law, shall apply to this act.
Section 10. Rules and regul ations.

The director shall pronmulgate the rules and regul ations
necessary for the adm nistration of this act.
Section 11. Consunmer awar eness program

The director shall inplenment a consuner awar eness program
whi ch shall advise consuners of the requirenents, protections
and benefits provided by this act.
Section 12. Effective date.

This act shall take effect in 60 days.
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