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Understanding Lease Terminology
Motor vehicle financing terms to know before going to the
dealership

Before stepping into a dealership to lease a car, it’s important to understand lease terminology to
make sure you get the best deal possible and aren’t taken advantage of by a dealer.

Understanding the basics

Cars are often advertised with
much lower payments for leases
than for purchases. According to a
February 2012 article from J.D.
Power and Associates contributed
by Jeff Youngs, this is because
lease payments are based on the
depreciation value of the vehicle
during the contracted term of
operation.

There are, however, additional
terms and fees on top of the
monthly lease payment.
Some—like mileage allowance,
purchasing options after the lease
term ends and depreciation of the
vehicle—are widely known, while
others are not.

The following are those you should
know that might fall in the latter category:

Acquisition/termination fee. Also known as the bank fee, this covers administration costs and
is paid either at the beginning of the lease (acquisition) or at the end (termination), according
to Youngs.
Capitalized cost. This is the negotiated total cost of the vehicle. “When leasing a model that is
in high demand and low supply, the capitalized cost may be the Manufacturer’s Suggested
Retail Price (MSRP) or higher,” Youngs said in an April 2013 article from J.D. Power and
Associates.
Capitalized reduction payment. Also known as the cap-reduction payment, this is the down
payment made on a lease term to help reduce the monthly payment amounts. It is
nonrefundable, Youngs said.
Destination charge. This is the nonrefundable cost for the vehicle to be delivered to the
dealership.
Drive-off fee. This is the total amount due at signing. Just as when purchasing a car, there will
be title fees, registration fees and sales tax to account for, though leased vehicles incur sales
tax on monthly payments only, said Tony Quiroga, Car and Driver magazine senior editor, in a
February 2015 article.
Money factor. Also known as the finance factor or finance charge, this number is used to
calculate your interest rate by multiplying the money factor by 2,400, Young said. For example,
a money factor of .00350 would be an 8.4 percent interest rate.
Rent charge. “This is the amount of the lease payment that comes from interest charges,”
Quiroga explained. “To calculate the rent charge, add the adjusted cap cost to the depreciation
and multiply by the finance factor,” and then multiply by the total number of months in the
lease term.  
Residual value. According to Youngs, this is the “predicted value of the vehicle at the end of
the lease.” Quiroga pointed out that with residual value, “the less it’s worth, the higher the
lease payments.”
Subsidized lease. “Many advertised lease deals are subsidized leases, meaning that the auto
manufacturer determines, in advance, the financial variables used to calculate the lease







payment and takes on a certain degree of risk in order to create an attractive or
class-competitive payment,” Youngs warned. He added that subsidized lease terms are
nonnegotiable and often require a cap-reduction payment.

Additional lease information

There are a few other details to note in regard to leasing, depending on the vehicle you choose and
any additional services you purchase.

Gap insurance is often included in lease terms as an additional fee. According to Youngs, this
automotive insurance helps meet the gap between your insurer’s paid amount and the total residual
value due to the leasing company in the even that your vehicle is stolen or damaged beyond repair.

A service contract is also offered as part of a lease contract, in which the consumer agrees to pay a
discounted price up front to the dealership to have the vehicle serviced by the dealership for all of its
future repair and maintenance needs.

“Before buying a service contract, make sure the brand of vehicle selected does not offer free
scheduled maintenance for a limited time,” Youngs said.

Finally, it’s important to note that your base monthly payment is not the total amount you have to pay
each month within a lease. The base monthly payment is simply the depreciation value plus the rent
charged, divided by the number of months in the lease term. Your total monthly payment—what you
actually pay each month—is the base payment plus tax.
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Keep Track of Your Money!

Keep track of your money like never before! With It’s Me 247 Online Banking you can check your
funds whenever you like. With the holidays rolling around you may need to check your funds for that
holiday shopping. As your personal financial institution we offer many ways for you to have your
money right at your fingertips. So take advantage of Online Banking today. If you haven’t already
signed up log in today to get started. 
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Getting a Loan with Bad Credit
How you can still be approved

If you have poor or minimal credit, your chances of getting approved for an auto or personal loan
aren’t necessarily poor or minimal too. Here is what you can do to increase your chances of loan
approval:

Don’t assume you will be denied
— One surefire way not to get a
loan is to never apply. But if you
want to try, you first need to
determine your credit score for
yourself and go from there. If it’s
not where you would like it to be,
don’t be discouraged; there is still
hope, according to John Van Alst,
staff attorney for the National
Consumer Law Center. Even two
candidates with an identical score
might not be the same in the eyes
of a lender, he told Dana Dratch of
Bankrate.com.

Furthermore, aim high. Depending
on the type of loan, a certain credit
score would be considered for a
prime loan in some instances and
for a subprime loan in others. Don’t
lowball yourself.

Shop close to home — Start your loan search in the confines of your area, perhaps at a local
financial institution. While they are similar to larger institutions in terms of services, smaller financial
institutions tend to have more flexible lending standards than big banks or online institutions.

“A [smaller financial institution]—especially one affiliated with your employer or one that is
community-based—may be willing to look beyond a poor credit history and make a judgment about
whether it will loan you money based on your character and your promise to repay, regardless of if
you have bad credit or not. Think of them in the way you would a small community bank from years
ago,” said the debt specialists at Debt.org.

If you’ve been banking at the same place for years, that’s another good place to look, as they can
attest to your character. However, don’t settle for the first loan for which you get approved. Shop
around to make sure you are finding the best option for you.

Limit your number of applications — While you want to remain open to options, you also need to
be vigilant about how many loans you actually apply for.

“Each loan application that you submit triggers an inquiry into your credit. And each inquiry lowers
your credit score by a little bit,” Lucy Lazarony of Credit.com explained.

Therefore, apply for a loan only from a lender that you trust with principled lending standards.

Get a co-signer — Ask a person with whom you have mutual trust to co-sign on your loan. With a
co-signed loan, the responsibility lands on both of you; if you default, it will hurt you both in the credit
department, but if you stay current, it will help both your individual scores.

Go a different route — There are numerous ways you can go about acquiring a loan: borrow from
friends or family; tap into your home equity; try a secure loan; look into peer-to-peer lending (an online
platform that allows you to borrow directly from another individual rather than from an institution); or
research personal loan lenders, who generally work online and offer competitive loans for debt
consolidation, home repairs and other necessities.

In the end, your best option would be to improve your credit score, but until that is possible, these tips







In the end, your best option would be to improve your credit score, but until that is possible, these tips
provide a good place to start.
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Budgeting Tips for Holiday Gift-Giving
The best ways to keep your personal finances in check this season

It’s no secret that the holiday season costs people a large chunk of money, what with all the spending
on decorating, traveling, meal planning and more. One of the biggest sources of spending is
gift-giving. The following are five tips for staying in budget:

1. Make a detailed list.

Write down the names of everyone you’d like to get gifts for and what you have in mind for them.
According to Kerry Sherin, a
savings expert for Offers.com and
contributor to U.S. News & World
Report, it also helps to include an
estimated dollar amount you’d like
to spend for each person, as a
reminder not to overspend and
send your whole budget off track.

2. Pre-shop online.

“Do some research before you hit
the stores. Call around and go
online to find better deals. You
should also try to consolidate to a
few stores to cut down on
transportation costs,” said Mellody
Hobson, president of Ariel Capital
Management and personal finance
expert at Good Morning America.

3. Look for additional discounts. 

Comparison shopping for traditional sales isn’t the only way to get the best deals. Browser extensions
such as Ebates and mobile applications like RetailMeNot compile available coupon and discount
codes for you based on your location or the product for which you are looking.

You can also create your own discount by simply being aware of various stores’ price-matching
policies. Many people don’t know that stores like Target and Toys “R” Us will match Amazon’s and
other online retailers’ prices online and in store.

4. Start early. 

This tip applies to both saving and shopping. Set money aside early so that holiday expenses don’t
blindside you and your bank account.

“Want to make it almost painless? Set up an automatic deposit to a savings account or Christmas club
fund,” advised Dana Dratch of Bankrate.com.

By shopping ahead, you can make the most of sales and seasonal pricing trends, picking up certain
gifts at bargain prices.

“For people you know you’ll be buying gifts for, like parents, siblings or children, keep a running list of
things they express interest in. Then, acquire them whenever you can find a good deal or have some
extra room in your budget,” said personal finance expert Amy Fontinelle on Investopedia.com.

5. Don’t use credit cards. 

Take advantage of that saved-up money and make your purchases in cash or debit rather than on a
credit card. You will spend only what you have available and avoid interest charges.

“When you pay with cash, you have a finite amount of it in hand at any one time. A cash transaction
can feel more real, making us spend less freely,” The Motley Fool’s Selena Maranjian told USA Today.







In fact, Maranjian quoted a Dun & Bradstreet study that found that people spend 12-18 percent more
when using charge cards than when paying in cash.

The holidays are about spending time with and celebrating loved ones, not about spending your life
savings on presents for them. With a little planning and patience, you can have a happy and
memorable season without breaking the bank.
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How Online Banking Leads to Greater Awareness
Managing your accounts online helps with budgeting, spending
and fraud prevention

Online banking, now accessible from any mobile device, helps people be more aware of their
spending and bank account data. With online banking, it’s much easier to prevent and detect fraud,
manage your budget and ensure bill payments are received by the correct institution.

Transaction and Fraud Awareness

Most, if not all financial institutions
now offer customers the ability to
sign up for an online banking
account. There are even some
financial institutions that operate
solely online. This makes it much
easier to track your spending and
manage your budget.

“People may find that online
banking makes sticking to a budget
easier because you can easily sort
payments to see how much was
paid to specific budget categories
… and [it] allows you to compare
spent amounts with budgeted
amounts — so your budget
resembles your real life as closely
as possible,” wrote Investopedia
contributor Ryan Barnes.

In fact, with online banking, you can stay up to date with your transactions and account balance
almost in real time. It’s important to note that the balance and data listed on your online account
statement may not be precisely accurate, as transactions could be pending or larger amounts than
what you’ve purchased could be posted, such as with gas station purchases or hotel reservations.

However, Barnes reported that “some personal finance software programs (such as Quicken) can be
linked directly to your online accounts to provide real-time analysis of all your balances and cash
flows.” There are also money management apps, like Mint, that can sync with your online accounts to
provide real-time information.

This is especially important in safeguarding against fraud. Some financial experts recommend
checking your accounts and balances daily so you can quickly catch identity theft. If a fraudulent
charge is made or money is withdrawn from your account without your authorization, you will be able
to resolve the issue quickly, before more damage can be done. 

Overdraft Fees and Bill Pay

Being able to track your account data also helps you protect yourself (and your money) from overdraft
fees from the financial institution.

“If you sign up for online alerts with your [financial institution], you will receive an email when your
checking account balance dips below a certain limit, say $50 or $100,” Lucy Lazarony, Credit.com
contributor, wrote in an April 2014 article. Then you can make sure to transfer or deposit money into
the account to avoid the penalty, which is $20 to $35 for most institutions.

Online banking also helps automate bill payments to help you ensure that your bills are paid on time
and that they go to the correct person or business. 

“You can have the payment go out on pre-determined dates (as in every month on the 15th) or simply
log into your account each month and manually trigger the charges to your accounts. Either way,
there is no postage to pay—and you can see the effect on your account balances immediately,” said







Barnes. 

With online banking, you will not only be more likely to think about what you’re buying but also be
more aware of your transaction history, allowing you to catch and prevent identity theft and stay within
your planned budget.
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