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SUBSTI TUTE HOUSE BI LL 2680

Passed Legislature - 1998 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By House Commttee on Financial Institutions & Insurance (originally
sponsored by Representatives L. Thomas and Wl fe)

Read first tine 02/ 02/98. Referred to Commttee on

AN ACT Relating to clarifying the definition of capitalized cost
for purposes of the consuner |easing act; and anmendi ng RCW 63. 10. 020
and 63. 10. 040.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCWA63.10.020 and 1995 ¢ 112 s 1 are each anended to read
as follows:

As used in this chapter, unless the context otherw se requires:

(1) The term "adjusted capitalized cost" means the agreed-upon
anpunt that serves as the basis for determning the periodic |ease
paynment, conputed by subtracting fromthe gross capitalized cost any
capitalized cost reduction.

(2) The term"gross capitalized cost” neans the anount ascribed by
the lessor to the vehicle including optional equipnment, plus taxes,
title, license fees, |lease acquisition and admnistrative fees,
i nsurance prem uns, warranty charges, and any other product, service,
or ampunt anortized in the |ease. However, any definition of gross
capitalized cost adopted by the federal reserve board to be used in the
context of mandatory disclosure of the gross capitalized cost to
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| essees in consunmer notor vehicle |ease transactions supersedes the
definition of gross capitalized cost in this subsection.

(3) The term"capitalized cost reduction"” nmeans any paynent nmade by
cash, check, or simlar neans, any manufacturer rebate, and net trade
in allowance granted by the | essor at the inception of the |ease for
t he purpose of reducing the gross capitalized cost but does not include
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.

(4) The term"consuner | ease" nmeans a contract of | ease or bail nent
for the use of personal property by a natural person for a period of
ti me exceedi ng four nonths, and for a total contractual obligation not
exceedi ng twenty-five thousand dollars, primarily for personal, famly,
or househol d purposes, whether or not the |essee has the option to
purchase or otherwi se becone the owner of the property at the
expiration of the |ease, except that such term shall not include any
| ease which neets the definition of aretail installnment contract under
RCW 63. 14. 010 or the definition of a |ease-purchase agreenent under
chapter 63.19 RCW The twenty-five thousand dollar total contractual
obligation in this subsection shall not apply to consuner | eases of
motor vehicles. The inclusion in a |ease of a provision whereby the
| essee’s or lessor’s liability, at the end of the | ease period or upon
an earlier termnation, is based on the value of the | eased property at
that tinme, shall not be deened to nake the transaction other than a
consuner | ease. The term"consuner | ease" does not include a |l ease for
agricultural, business, or commercial purposes, or to a governnent or
government al agency or instrunentality, or to an organization

(5) The term "lessee" neans a natural person who leases or is
of fered a consuner | ease.

(6) The term "lessor"” nmeans a person who is regularly engaged in
| easing, offering to lease, or arranging to |ease under a consuner
| ease.

Sec. 2. RCWA63.10.040 and 1995 ¢ 112 s 2 are each anended to read
as follows:

(1) In any | ease contract subject to this chapter, the follow ng
itens, as applicable, shall be disclosed:

(a) A brief description of the |eased property, sufficient to
identify the property to the | essee and | essor.

SHB 2680. SL p. 2
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(b) The total anmount of any paynent, such as a refundabl e security
deposit paid by cash, check, or simlar neans, advance paynent,
capitalized cost reduction, or any trade-in allowance, appropriately
identified, to be paid by the | essee at consunmati on of the |ease.

(c) The nunber, anount, and due dates or periods of paynents
scheduled under the l|ease and the total anount of the periodic

paynment s.
(d) The total anobunt paid or payable by the | essee during the | ease
term for official fees, registration, certificate of title, license

fees, or taxes.

(e) The total amount of all other charges, individually item zed,
payable by the lessee to the |lessor, which are not included in the
periodi c paynents. This total includes the anount of any liabilities
the | ease i nposes upon the | essee at the end of the term but excludes
the potential difference between the estimated and realized val ues
required to be disclosed under (m of this subsection.

(f) A brief identification of insurance in connection with the
| ease including (i) if provided or paid for by the lessor, the types
and amounts of coverages and cost to the lessee, or (ii) if not
provi ded or paid for by the | essor, the types and anmobunts of coverages
required of the | essee.

(g) A statenent identifying any express warranties or guarantees
avai lable to the | essee made by the | essor or manufacturer wth respect
to the | eased property.

(h) An identification of the party responsible for maintaining or
servicing the | eased property together with a brief description of the
responsibility, and a statenent of reasonable standards for wear and
use, if the lessor sets such standards.

(1) A description of any security interest, other than a security
deposit disclosed under (b) of this subsection, held or to be retained
by the lessor in connection with the | ease and a clear identification
of the property to which the security interest rel ates.

(j) The anobunt or nethod of determ ning the amount of any penalty
or other charge for delinquency, default, or |ate paynents.

(k) A statenent of whether or not the |essee has the option to
purchase the | eased property and, if at the end of the |ease term at
what price, and, if prior to the end of the |ease term at what tine,
and the price or nethod of determ ning the price.

p. 3 SHB 2680. SL
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(1) A statenent of the conditions under which the | essee or |essor
may termnate the lease prior to the end of the |lease term and the
anount or nethod of determ ning the amount of any penalty or other
charge for early term nation

(m A statenent that the | essee shall be liable for the difference
bet ween the estimated value of the property and its realized val ue at
early termnation or the end of the lease term if such liability
exi sts.

(n) Where the lessee’s liability at early term nation or at the end
of the lease term is based on the estimated value of the |eased
property, a statenent that the |essee may obtain at the end of the
lease term or at early termnation, at the |essee’s expense, a
pr of essi onal appraisal of the value which could be realized at sal e of
the | eased property by an independent third party agreed to by the
| essee and the | essor, which appraisal shall be final and binding on
the parties.

(o) Where the lessee’s liability at the end of the |lease termis
based upon the estimated val ue of the | eased property:

(1) The value of the property at consunmation of the |ease, the
itemzed total |ease obligation at the end of the |lease term and the
di fference between them

(1i) That there is a rebuttable presunption that the estimted
value of the |eased property at the end of the lease term is
unreasonabl e and not in good faith to the extent that it exceeds the
realized value by nore than three tinmes the average paynent allocable
to a nonthly period, and that the | essor cannot collect the anount of
such excess liability unless the | essor brings a successful action in
court in which the | essor pays the |lessee’s attorney’s fees, and that
this provision regarding the presunption and attorney’s fees does not
apply to the extent the excess of estimted val ue over realized val ue
is due to unreasonabl e wear or use, or excessive use.

(ii1) A statenent that the requirenents of (o)(ii) of this
subsection do not preclude the right of a willing | essee to nmake any
nmut ual |y agreeabl e final adjustnent regarding such excess liability.

(p) I'n consuner |eases of notor vehicles:

(i) The gross capitalized cost stated as a total and the identity
of the conponents listed in the definition of gross capitalized cost
and the respective amobunt of each conponent;

SHB 2680. SL p. 4
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(1i) Any capitalized cost reduction stated as a total ((and—the
L d . : I I I . : I
compoenent) ) ;

(ii1) A statenent of adjusted capitalized cost;

r)) If the lessee trades in a notor vehicle, the anount of any
sal es tax exenption for the agreed val ue of the traded vehicle and any
reduction in the periodic paynents resulting fromthe application of
the sales tax exenption shall be disclosed in the | ease contract; and

(v) A statenent of the total anount to be paid prior to or at
consummation or by delivery, if delivery occurs after consunmation
The | essor shall item ze each conponent by type and anount and shal
item ze how the total ampunt will be paid, by type and anount.

(2) Where disclosures required under this chapter are the sane as
those required under Title | of the federal consuner protection act (90
Stat. 257, 15 U S.C. Sec. 1667 et seq.), which is also known as the
federal consumer |easing act, as of the date upon which the consumner
| ease is executed, disclosures conplying with the federal consuner
| easi ng act shall be deened to conply with the disclosure requirenents
of this chapter.

Passed the House February 10, 1998.

Passed the Senate March 4, 1998.

Approved by the Governor March 23, 1998.

Filed in Ofice of Secretary of State March 23, 1998.
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