VEHICLE LEASE AGREEMENT

1.  PARTIES AND DEFINITIONS

This Vehicle Lease Agreement is made this (DATE), between (NAME OF LESSOR), a (LESSOR’s STATE) Corporation, located at (ADDRESS), hereinafter referred to as the “LESSOR”) and (NAME OF DRIVER), hereinafter referred to as the “LESSEE”, located at the following address: (ADDRESS).

2.  LEASE

LESSOR leases to LESSEE, the LESSEE leases and hires from LESSOR the motor vehicle described in Schedule A attached to this Agreement along with any equipment described in Schedule A for the purpose of transporting items commercially upon the public highways of the State of (LESSEE’S STATE) in accordance with the laws of that State and subject to the terms and conditions set out herein.
LESSEE’s acceptance of the vehicle from LESSOR constitutes acknowledgment by LESSEE that the vehicle complies with LESSEE specifications.
3.  LEASE TERM

The lease term of this Vehicle Lease unless extended or renewed terminates on (TERMINATION DATE), and shall be effective no earlier than (EFFECTIVE DATE), subject to terms and conditions of the Lease, including the right to be terminated by either party, or upon termination.

4.  RENT AND SECURITY DEPOSIT
LESSEE shall pay to LESSOR rent for the use of the above said vehicle according to the terms set out in Schedule A.  All rent payments shall be made at such places as LESSOR may designate and are due and payable on or before the day of the month specified in Schedule A without deduction, setoff, or counterclaim.
In addition to the rent described in Schedule A, LESSEE shall provide LESSOR with a Security Deposit in the amount specified in Schedule A.  The Security Deposit shall be held by LESSOR for the full and faithful performance of all the terms, conditions, and provisions of this Agreement. This existence of this Security Deposit does not in any way limit or waive any other rights or remedies of LESSOR.

If LESSEE is in arrears on its rent under this Agreement, LESSOR may charge, and LESSEE agrees to pay, in addition to the rent due, a late payment charge of 6% per month of the amount in arrears.  This late payment charge is in addition to and not in limitation of any other rights and remedies of LESSOR.
5.  DELIVERY AND OPERATION OF EQUIPMENT

In exchange for the compensation agreed to by LESSEE, LESSOR shall be responsible and pay for the delivery of the Vehicle and Equipment in safe condition.  LESSOR shall be responsible for and pay any delivery and charges incidental to delivery. If the Vehicle or Equipment is not in good condition, LESSOR shall take such actions as shall be appropriate to cure the defect or discrepancy and provide adequate replacement if necessary to fulfill the obligations.
A. LESSEE shall be responsible for keeping the Vehicle and Equipment in good operating condition and working order, and making all necessary repairs, maintenance, and inspections to such Vehicle in accordance with the manufacturer’s suggested maintenance program.  LESSEE will comply with the manufacturer’s and LESSOR’s standards for vendors performing warranty and service work. Authorized direct dealers of the manufacturer shall be automatically deemed to comply.  LESSEE shall see that the Vehicle and Equipment are properly garaged, stored, and cleaned.
B. LESSOR shall not be obligated to provide or pay for any maintenance or repair to the vehicle, or for any washing, parking, garaging, or other fees, tolls, fines, or liens of any nature that may be incurred in connection with the operation of the Vehicle and Equipment.  LESSEE shall indemnify and hold LESSOR harmless from any and all fines, penalties, and forfeitures imposed on account of the operation of the Vehicle in violation of any law or ordinance, together with expenses incurred by LESSOR in connection with the same. 

C. LESSOR shall have the right to inspect, adjust, or repair the Vehicle and Equipment at any reasonable time and place.  LESSOR agrees to cooperate fully to facilitate such inspection, adjustment, or repair.
D. LESSEE shall permit only licensed, qualified commercial motor vehicle drivers to operate the Vehicle and shall require them to operate the Vehicle with reasonable care and diligence and to comply with any standard written instructions issued by LESSOR covering the operation and maintenance of the Vehicle. All drivers used by LESSEE to operate the Vehicle under this Agreement must be duly qualified in accordance with the regulations of the FMCSA at 49 C.F.R. 391 et seq. Customer shall obtain and maintain in its business records the driver’s license number, state of issuance, and residence of each driver.

E. LESSEE shall not permit the Vehicle to be used in violation of any federal, state, or municipal statutes, laws, ordinances, or regulations, or contrary to the provisions of any applicable insurance policy.
F. LESSEE agrees not to overload the vehicle, operate it in violation of FMCSA’s safety regulations at 49 C.F.R. 392 et seq, or use the Vehicle outside the continental United States or Canada with LESSOR’s express written permission.
G. LESSOR shall have the right to substitute for any Vehicle or Equipment under this Agreement a Vehicle or Equipment of similar type and condition.  In the event of any substitution the term of this Agreement shall continue to be computed from the date of delivery of the original Vehicle. A substitution shall be at the sole discretion of LESSOR and LESSEE shall not have the right to a substitution.

H. In no event shall the Vehicle be operated by any person under the influence of alcohol, drugs, or any controlled substance. LESSOR may cancel this Agreement in the event that the Vehicle is so operated and may forbid any person found to be operating the vehicle in violation of this provision from driving the Vehicle again.
6.  WARRANTIES AND DISCAIMER OF WARRANTIES
LESSOR retains the benefit of any and all warranties available on the leased Vehicle and Equipment.  LESSOR warrants that neither LESSOR nor anyone acting or claiming through LESSOR, by assignment or otherwise, nor anyone else will interfere with LESSEE’s quiet enjoyment of the Equipment so long as no event of default shall have occurred and be continuing.  For the term of this Agreement, LESSOR disclaims any control over the use and operation of the Vehicle and Equipment, which shall be solely that of LESSEE.
EXCEPT FOR LESSOR’S WARRANTY OF QUIET ENJOYMENT, LESSOR MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO ANY MATTER WHATSOEVER, INCLUDING, BUT NOT LIMITED TO, THE IMPLIED WARRANTIES OF MERCHANT ABILITY OR FITNESS FOR A PARTICULAR PURPOSE.  AS TO THE LESSOR, LESSEE ACKNOWLEDGES THAT LESSEE HAS READ THIS AGREEMENT AND, UNDERSTANDS, AND AGREES TO BE BOUND BY THE TERMS AND CONDITIONS.  FURTHER LESSEE AGREES THAT THIS AGREEMENT IS THE COMPLETE AND EXCLUSIVE STATEMENT OF THE AGREEMENT BETWEEN THE PARTIES, SUPERSEDING ALL PROPOSALS OR PRIOR AGREEMENTS, ORAL OR WRITTEN, AND ALL OTHER COMMUNICATIONS BETWEEN THE PARTIES RELATING TO THE SUBJECT MATTER HEREOF, LESSEE LEASES THE EQUIPMENT AND TAKES ANY PROGRAMMING “AS IS”.
7.  INDEMNITY
LESSOR hereby indemnifies and shall hold LESSEE harmless from any and all claims, actions, causes of action, damages, obligations, liabilities, losses and damages LESSEE may sustain or suffer by reason of:

A. The loss of or damage to the Equipment or any shipments of commodities, because of fire, theft, collision, lightning, flood, windstorm, explosion, or other casualty; or
B. The death of or injury to the person or property of any third person, including without limitation, any employee of LESSOR, as a result, in whole or part, of the use, operation or maintenance of this equipment during the term of this Lease.
8.  GENERAL INDEMNITY
This Vehicle Lease constitutes a special agreement by and between the parties to permit the accomplishment of the parties’ commercial obligations and commitments relative to the terms and conditions.  In accordance with the intended purposes of this Lease, LESSOR shall indemnify LESSEE against, and hold LESSEE harmless from, any and all claims, actions, damages, obligations, liabilities and liens; and all costs and expenses, including legal fees, which may be incurred by LESSOR in connection therewith; and this Lease including, without limitation, the purchase, ownership, lease, licensing, possession, maintenance, condition, use or return of the Equipment, or arising by operation of law; excluding, however, any of the foregoing which result from the sole negligence or willful misconduct of LESSEE. LESSOR and LESSEE agree that upon notice of the assertion of any claim, action, damage, obligation, liability or lien, LESSOR shall assume full responsibility for the defense thereof.  LESSEE’s obligation under his Paragraph shall not constitute a guarantee of the residual value or useful life of any item Equipment or a guarantee of any debt of LESSOR.  The provisions of this Paragraph with regard to matters arising during the Lease shall survive the expiration or termination of the Lease.
9.  INSURANCE

A. Auto Physical Damage Insurance:  LESSOR will maintain at its own expense, insurance covering loss of or damage to the Equipment.  If any item of the Equipment shall be lost, stolen, destroyed or irreparably damaged for any cause whatsoever (Casualty Loss), LESSOR shall be solely responsible, as between LESSOR and LESSEE.  If any item of Equipment suffers Casualty Loss, or shall be otherwise damaged, on or after delivery, LESSOR shall be responsible for its repair and/or replacement.

B. Auto Liability Insurance:  LESSOR shall obtain and maintain comprehensive general liability insurance, in an amount of no less than $300,000 for each occurrence, with an appropriate insurer.  The policy shall name LESSOR, with LESSEE as an additional insured.  LESSOR shall furnish to LESSEE evidence that such insurance coverage is in effect
C. LESSEE shall be responsible for and pay any deductible and any amounts not covered by insurance.

D. LESSEE, its employees and its agents shall comply with all terms and conditions of the insurance policies. All accidents and claims, including claims for death, bodily injury, property damage, or vehicle damage must be reported immediately to LESSOR by telephone and in writing, and LESSEE agrees to cooperate fully with LESSOR and insurers in investigating, defending, and resolving any claims. LESSEE agrees to promptly forward copies of all documents, including demands, notices, summons, or other process received in connection with any and all accidents, claims, lawsuits, or other legal proceedings resulting from an accident involving a vehicle under this Agreement.
10.  ASSIGNMENT

LESSEE acknowledges and understands that the terms and conditions of the Vehicle Leases have been fixed to enable LESSOR to sell and assign its interest or grant and security interest or interests in the Lease and the Equipment individually or together, in whole or in part, for the purpose of securing loans to LESSOR or otherwise.  If LESSEE is given written notice of any assignment, it shall promptly acknowledge receipt thereof in writing.  
This Lease Agreement may not be assigned in whole or in part without the express prior written consent of the LESSOR.
11.  DEFAULT, TERMINATION, RETURN OF VEHICLE
LESSEE shall be in default under the Lease upon the occurrence of any of the following events:  

A. LESSEE fails to pay when due any amount required to be paid by LESSEE under the Lease and such failure shall continue for a period of seven days after the due date.

B. LESSEE fails to perform any other provisions under the Lease or violates any of the covenants or representations made by LESSEE in the Lease, or LESSEE fails to perform any of its obligations under any other Lease entered into pursuant to this Agreement, and such failure or breach shall continue unremedied for a period of 15 days after written notice is received by LESSEE from LESSOR.
C. LESSEE violates any of the covenants or representations made by LESSEE.

D. If applicable, LESSEE makes a bulk transfer subject to the provisions of the Uniform Commercial Code.  Any failure to LESSOR to require strict performance by LESSEE or n waiver by LESSOR of any provision in the Lease shall not be construed as a consent or waiver of any other branch of the same or of any other provision.

If LESSEE is in default, or in the event of LESSEE’s bankruptcy or insolvency, upon five (5) day’s written notice to LESSEE, LESSOR may take immediate possession of the Vehicle and Equipment wherever found with or without process of law and, at LESSOR’s option, terminate this Agreement.  LESSEE authorizes LESSOR and its agents to enter on any premises where the Vehicle may be found for the purpose of repossessing the Vehicle, and waives any further interest in the Vehicle and any right of action arising out of such entry and repossession. LESSEE indemnifies LESSOR for any liability in connection with LESSOR exercising its rights under this paragraph.  Neither termination of this Agreement nor repossession will relieve LESSEE of liability for any sums due or to become due to LESSOR under this Agreement, or for any damages sustained by LESSOR as a result of LESSEE’s default. If LESSOR brings suit to enforce any of the terms or provisions of this Agreement, LESSEE agrees to pay LESSOR’s reasonable attorneys fees incurred in such suit.
If the Vehicle is stolen or destroyed or so damaged that it cannot reasonably be put in working order, this Agreement shall terminate five (5) days from the date of notice by LESSEE as if the LESSEE had terminated the Agreement, and LESSEE agrees to pay any rent due on or before the effective date of termination.

Either party to this Agreement may terminate the Agreement upon five (5) days’ notice to the other by agreeing to pay liquidated damages equal to a full month’s rent and waiving any sums that may be owed to it under the terms of the Agreement. If LESSEE terminates the Agreement it must surrender possession of the Vehicle and Equipment at the premises of LESSOR. If LESSOR terminates the Agreement it shall then be entitled to take immediate possession of the Vehicle and Equipment.

On the expiration or termination of this Agreement, LESSEE shall return the Vehicle immediately and without delay to LESSOR at LESSOR’s premises or another location mutually agreed upon.  LESSEE shall return the Vehicle and Equipment in as good condition and working order as when received by LESSEE, ordinary wear and tear and depreciation excepted. If Vehicle or Equipment is returned in unsatisfactory condition, LESSEE agrees to pay for cleaning, repairing, or replacing any damage, and LESSOR reserves the right to apply any or all of LESSEE’s security deposit to reimburse LESSOR 

If upon termination or expiration of this Agreement or default, LESSEE fails or refuses to return the Vehicle and Equipment to LESSOR upon demand by LESSOR, the failure or refusal may be considered as an illegal conversion and treated as a theft by LESSEE, whereupon LESSOR may notify and request the police authorities to recover the Vehicle and Equipment as stolen goods.  
12.  SEVERABILITY
The invalidation of any portion of this Agreement shall not be deemed to affect the validity of any other provision. If any provision of this Agreement is held to be invalid, the parties agree that the remaining provisions shall be deemed to be in full force and effect as if they had been executed by both parties subsequent to the expungement of the invalid provision.
13.  NO WAIVER

The failure of either party of this Agreement to insist upon the performance of any of the terms and conditions of this Agreement, or the waiver of any breach of any of the terms and conditions of this Agreement, shall not be construed as subsequently waiving any such terms and conditions, but the same shall continue and remain in full force and effect as if no such forbearance or waiver had occurred.
14.  GOVERNING LAW AND JURISDICTION
This Agreement shall be governed by, construed and enforced in accordance with the laws of the state of (STATE). Any disputes between the parties shall be litigated in the courts of the state of (STATE).

15.  NOTICES
Any notice provide for in or concerning this Agreement shall be in writing and shall be deemed sufficiently given when sent by certified or registered mail if sent to the respective principal office address of each party.
16.  MANDATORY ARBITRATION
The parties agree that any dispute under this Agreement shall be resolved by binding arbitration of the parties hereto. If the parties cannot agree on an Arbitrator, each party shall select one Arbitrator and the Arbitrators shall select a third.  The third Arbitrator so selected shall arbitrate the dispute. The Arbitration shall be governed by the rules of the American Arbitration Association then in force and effect.  The Arbitration shall take place in (CITY or COUNTY, STATE).

17.  ENTIRE AGREEMENT
This Agreement shall constitute the entire agreement between the parties and any prior understanding or representation of any kind preceding the date of this Agreement shall not be binding upon either party except to the extent incorporated in this Agreement.

15.  MODIFICATION OF AGREEMENT
Any modification of this Agreement or any additional obligation assumed by either party in connection with this Agreement shall be binding only if made in writing and signed by each party or an authorized representative of each party.

15.  ASSIGNMENT OF RIGHTS
The rights of each party under this Agreement are personal to that party and may not be assigned or transferred without the prior express written permission of the other party.

15.  CONSTRUCTION 

In this Agreement any reference to a party includes that party’s heirs, executors, administrators, successors, and assigns, singular includes plural, and masculine includes feminine or non-binary.
The parties have duly executed this Agreement on this ___ day of (MONTH), 20(YEAR).



	
	

	By:______________________________________
(LESSEE/DRIVER NAME). (Lessee)

	
	

	
	

	By:______________________________________
(LESSOR COMPANY NAME) (Lessor)


Appendix A

Rent Compensation

Vehicle Description:
MAKE   

MODEL

YEAR

VIN
STATE of REGISTRATION
REGISTRATION No.
VEHICLE OWNER
RESIDING AT
Included Equipment Description:

EQUIPMENT
$ (MONTHLY RATE) per month, for (MONTHS OF LEASE TERM) months, payable on the (DAY) of each month.
Security Deposit in the amount of: $ (SECURITY DEPOSIT AMOUNT)
This Appendix, which was subject to negotiation between LESSOR and LESSEE, may be changed in writing from time to time as changes occur in operating circumstances.  

IN WITNESS WHEREOF, LESSOR and LESSEE do hereby sign this Appendix on this (DATE) day of (MONTH), 20(YEAR), the effective date of this Appendix.

	

	

	By:______________________________________
(LESSEE/DRIVER NAME). (Lessee)

	
	

	
	

	By:______________________________________
(LESSOR COMPANY NAME) (Lessor)


The following is a sample agreement based in part on text supplied by an association vendor for illustration purposes only. The Association does not recommend this language for any particular jurisdiction. We do recommend that you customize terms to suit your needs and consult with qualified legal counsel about using or amending this text.


In general, the Association discourages companies from leasing or renting vehicles to independent drivers – especially through the same entity that contracts with drivers for delivery services or an entity with shared ownership.  Such practices may be used against you if you are charged with misclassifying drivers as ICs vs. employees. Terms should be in line with market rates and preserve a driver’s potential for profit or loss.  Drivers should have the right to use the vehicle during the term of the lease for any legal purpose, or to not use it, and the lease should not require the driver to maintain a delivery contract with you.  


Before using, delete this box as well as any commentary in brackets, and replace highlighted text with your particulars. Also, you may add your letterhead and logo. 








