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§212.8 Enforcement.

Except as provided in this section,
the Board administers and enforces the
Interlocks Act with respect to state
member banks, bank holding compa-
nies, and affiliates of either, and may
refer any case of a prohibited inter-
locking relationship involving these
entities to the Attorney General of the
United States to enforce compliance
with the Interlocks Act and this part.
If an affiliate of a state member bank
or a bank holding company is subject
to the primary regulation of another
Federal depository organization super-
visory agency, then the Board does not
administer and enforce the Interlocks
Act with respect to that affiliate.

§212.9 Effect of Interlocks Act on
Clayton Act.

The Board regards the provisions of
the first three paragraphs of section 8
of the Clayton Act (15 U.S.C. 19) to
have been supplanted by the revised
and more comprehensive prohibitions
on management official interlocks be-
tween depository organizations in the
Interlocks Act.
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§213.1 Authority, scope, purpose, and
enforcement.

(a) Authority. The regulation in this
part, known as Regulation M, is issued
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by the Board of Governors of the Fed-
eral Reserve System to implement the
consumer leasing provisions of the
Truth in Lending Act, which is Title |
of the Consumer Credit Protection Act,
as amended (15 U.S.C. 1601 et seq.).

(b) Scope and purpose. This part ap-
plies to all persons that are lessors of
personal property under consumer
leases as those terms are defined in
§213.2(e)(1) and (h). The purpose of this
part is:

(1) To ensure that lessees of personal
property receive meaningful disclo-
sures that enable them to compare
lease terms with other leases and,
where appropriate, with credit trans-
actions;

(2) To limit the amount of balloon
payments in consumer lease trans-
actions; and

(3) To provide for the accurate disclo-
sure of lease terms in advertising.

(c) Enforcement and liability. Section
108 of the act contains the administra-
tive enforcement provisions. Sections
112, 130, 131, and 185 of the act contain
the liability provisions for failing to
comply with the requirements of the
act and this part.

§213.2 Definitions.

For the purposes of this part the fol-
lowing definitions apply:

(a) Act means the Truth in Lending
Act (15 U.S.C. 1601 et seq.) and the
Consumer Leasing Act is chapter 5 of
the Truth in Lending Act.

(b) Advertisement means a commercial
message in any medium that directly
or indirectly promotes a consumer
lease transaction.

(c) Board refers to the Board of Gov-
ernors of the Federal Reserve System.

(d) Closed-end lease means a consumer
lease other than an open-end lease as
defined in this section.

(e)(1) Consumer lease means a con-
tract in the form of a bailment or lease
for the use of personal property by a
natural person primarily for personal,
family, or household purposes, for a pe-
riod exceeding four months and for a
total contractual obligation not ex-
ceeding $25,000, whether or not the les-
see has the option to purchase or oth-
erwise become the owner of the prop-
erty at the expiration of the lease. Un-
less the context indicates otherwise, in
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this part ‘‘lease” ‘‘consumer
lease.”

(2) The term does not include a lease
that meets the definition of a credit
sale in Regulation Z (12 CFR 226.2(a)).
It also does not include a lease for agri-
cultural, business, or commercial pur-
poses or a lease made to an organiza-
tion.

(3) This part does not apply to a lease
transaction of personal property which
is incident to the lease of real property
and which provides that:

(i) The lessee has no liability for the
value of the personal property at the
end of the lease term except for abnor-
mal wear and tear; and

(ii) The lessee has no option to pur-
chase the leased property.

(f) Gross capitalized cost means the
amount agreed upon by the lessor and
the lessee as the value of the leased
property and any items that are cap-
italized or amortized during the lease
term, including but not limited to
taxes, insurance, service agreements,
and any outstanding balance from a
prior loan or lease. Capitalized cost re-
duction means the total amount of any
rebate, cash payment, net trade-in al-
lowance, and noncash credit that re-
duces the gross capitalized cost. The
adjusted capitalized cost equals the gross
capitalized cost less the capitalized
cost reduction, and is the amount used
by the lessor in calculating the base
periodic payment.

(g) Lessee means a natural person
who enters into or is offered a
consumer lease.

(h) Lessor means a person who regu-
larly leases, offers to lease, or arranges
for the lease of personal property under
a consumer lease. A person who has
leased, offered, or arranged to lease
personal property more than five times
in the preceding calendar year or more
than five times in the current calendar
year is subject to the act and this part.

(i) Open-end lease means a consumer
lease in which the lessee’s liability at
the end of the lease term is based on
the difference between the residual
value of the leased property and its re-
alized value.

(J) Organization means a corporation,
trust, estate, partnership, cooperative,
association, or government entity or
instrumentality.

means
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(k) Person means a natural person or
an organization.

(I) Personal property means any prop-
erty that is not real property under the
law of the state where the property is
located at the time it is offered or
made available for lease.

(m) Realized value means:

(1) The price received by the lessor
for the leased property at disposition;

(2) The highest offer for disposition of
the leased property; or

(3) The fair market value of the
leased property at the end of the lease
term.

(n) Residual value means the value of
the leased property at the end of the
lease term, as estimated or assigned at
consummation by the lessor, used in
calculating the base periodic payment.

(0) Security interest and security mean
any interest in property that secures
the payment or performance of an obli-
gation.

(p) State means any state, the Dis-
trict of Columbia, the Commonwealth
of Puerto Rico, and any territory or
possession of the United States.

§213.3 General
ments.

disclosure require-

(a) General requirements. A lessor
shall make the disclosures required by
§213.4, as applicable. The disclosures
shall be made clearly and conspicu-
ously in writing in a form the
consumer may keep, in accordance
with this section.

(1) Form of disclosures. The disclosures
required by §213.4 shall be given to the
lessee together in a dated statement
that identifies the lessor and the les-
see; the disclosures may be made either
in a separate statement that identifies
the consumer lease transaction or in
the contract or other document evi-
dencing the lease. Alternatively, the
disclosures required to be segregated
from other information under para-
graph (a)(2) of this section may be pro-
vided in a separate dated statement
that identifies the lease, and the other
required disclosures may be provided in
the lease contract or other document
evidencing the lease. In a lease of mul-
tiple items, the property description
required by §213.4(a) may be given in a

347



§2134

separate statement that is incor-
porated by reference in the disclosure
statement required by this paragraph.

(2) Segregation of certain disclosures.
The following disclosures shall be seg-
regated from other information and
shall contain only directly related in-
formation: §§213.4(b) through (f), (9)(2),
(h)(3), (1)), (§), and (M)(1). The head-
ings, content, and format for the dis-
closures referred to in this paragraph
(a)(2) shall be provided in a manner
substantially similar to the applicable
model form in appendix A of this part.

(3) Timing of disclosures. A lessor shall
provide the disclosures to the lessee
prior to the consummation of a
consumer lease.

(4) Language of disclosures. The disclo-
sures required by §213.4 may be made
in a language other than English pro-
vided that they are made available in
English upon the lessee’s request.

(b) Additional information; nonseg-
regated disclosures. Additional informa-
tion may be provided with any disclo-
sure not listed in paragraph (a)(2) of
this section, but it shall not be stated,
used, or placed so as to mislead or con-
fuse the lessee or contradict, obscure,
or detract attention from any disclo-
sure required by this part.

(c) Multiple lessors or lessees. When a
transaction involves more than one les-
sor, the disclosures required by this
part may be made by one lessor on be-
half of all the lessors. When a lease in-
volves more than one lessee, the lessor
may provide the disclosures to any les-
see who is primarily liable on the lease.

(d) Use of estimates. If an amount or
other item needed to comply with a re-
quired disclosure is unknown or un-
available after reasonable efforts have
been made to ascertain the informa-
tion, the lessor may use a reasonable
estimate that is based on the best in-
formation available to the lessor, is
clearly identified as an estimate, and is
not used to circumvent or evade any
disclosures required by this part.

(e) Effect of subsequent occurrence. If a
required disclosure becomes inaccurate
because of an event occurring after
consummation, the inaccuracy is not a
violation of this part.

(f) Minor variations. A lessor may dis-
regard the effects of the following in
making disclosures:
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(1) That payments must be collected
in whole cents;

(2) That dates of scheduled payments
may be different because a scheduled
date is not a business day;

(3) That months have different num-
bers of days; and

(4) That February 29 occurs in a leap
year.

§213.4 Content of disclosures.

For any consumer lease subject to
this part, the lessor shall disclose the
following information, as applicable:

(a) Description of property. A brief de-
scription of the leased property suffi-
cient to identify the property to the
lessee and lessor.

(b) Amount due at lease signing. The
total amount to be paid prior to or at
consummation, using the term
““amount due at lease signing.” The
lessor shall itemize each component by
type and amount, including any re-
fundable security deposit, advance
monthly or other periodic payment,
and capitalized cost reduction; and in
motor-vehicle leases, shall itemize how
the amount due will be paid, by type
and amount, including any net trade-in
allowance, rebates, noncash credits,
and cash payments in a format sub-
stantially similar to the model forms
in appendix A of this part.

(c) Payment schedule and total amount
of periodic payments. The number,
amount, and due dates or periods of
payments scheduled under the lease,
and the total amount of the periodic
payments.

(d) Other charges. The total amount
of other charges payable to the lessor,
itemized by type and amount, that are
not included in the periodic payments.
Such charges include the amount of
any liability the lease imposes upon
the lessee at the end of the lease term;
the potential difference between the re-
sidual and realized values referred to in
paragraph (k) of this section is ex-
cluded.

(e) Total of payments. The total of
payments, with a description such as
““the amount you will have paid by the
end of the lease.” This amount is the
sum of the amount due at lease signing
(less any refundable amounts), the
total amount of periodic payments
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(less any portion of the periodic pay-
ment paid at lease signing), and other
charges under paragraphs (b), (c), and
(d) of this section. In an open-end lease,
a description such as “you will owe an
additional amount if the actual value
of the vehicle is less than the residual
value’ shall accompany the disclosure.

(f) Payment calculation. In a motor-ve-
hicle lease, a mathematical progres-
sion of how the scheduled periodic pay-
ment is derived, in a format substan-
tially similar to the applicable model
form in appendix A of this part, which
shall contain the following:

(1) Gross capitalized cost. The gross
capitalized cost, including a disclosure
of the agreed upon value of the vehicle,
a description such as ‘‘the agreed upon
value of the vehicle [state the amount]
and any items you pay for over the
lease term (such as service contracts,
insurance, and any outstanding prior
loan or lease balance),” and a state-
ment of the lessee’s option to receive a
separate written itemization of the
gross capitalized cost. If requested by
the lessee, the itemization shall be pro-
vided before consummation.

(2) Capitalized cost reduction. The cap-
italized cost reduction, with a descrip-
tion such as ‘“‘the amount of any net
trade-in allowance, rebate, noncash
credit, or cash you pay that reduces
the gross capitalized cost.”

(3) Adjusted capitalized cost. The ad-
justed capitalized cost, with a descrip-
tion such as ‘‘the amount used in cal-
culating your base [periodic] pay-
ment.”’

(4) Residual value. The residual value,
with a description such as ‘“‘the value
of the vehicle at the end of the lease
used in calculating your base [periodic]
payment.”’

(5) Depreciation and any amortized
amounts. The depreciation and any am-
ortized amounts, which is the dif-
ference between the adjusted capital-
ized cost and the residual value, with a
description such as ‘‘the amount
charged for the vehicle’s decline in
value through normal use and for any
other items paid over the lease term.”

(6) Rent charge. The rent charge, with
a description such as ‘‘the amount
charged in addition to the depreciation
and any amortized amounts.” This
amount is the difference between the
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total of the base periodic payments
over the lease term minus the depre-
ciation and any amortized amounts.

(7) Total of base periodic payments. The
total of base periodic payments with a
description such as ‘‘depreciation and
any amortized amounts plus the rent
charge.”

(8) Lease term. The lease term with a
description such as ‘“the number of [pe-
riods of repayment] in your lease.”’

(9) Base periodic payment. The total of
the base periodic payments divided by
the number of payment periods in the
lease.

(10) Itemization of other charges. An
itemization of any other charges that
are part of the periodic payment.

(11) Total periodic payment. The sum
of the base periodic payment and any
other charges that are part of the peri-
odic payment.

(g) Early termination—(1) Conditions
and disclosure of charges. A statement
of the conditions under which the les-
see or lessor may terminate the lease
prior to the end of the lease term; and
the amount or a description of the
method for determining the amount of
any penalty or other charge for early
termination, which must be reason-
able.

(2) Early-termination notice. In a
motor-vehicle lease, a notice substan-
tially similar to the following: “Early
Termination. You may have to pay a
substantial charge if you end this lease
early. The charge may be up to several
thousand dollars. The actual charge will
depend on when the lease is termi-
nated. The earlier you end the lease,
the greater this charge is likely to be.”

(h) Maintenance responsibilities. The
following provisions are required:

(1) Statement of responsibilities. A
statement specifying whether the les-
sor or the lessee is responsible for
maintaining or servicing the leased
property, together with a brief descrip-
tion of the responsibility;

(2) Wear and use standard. A state-
ment of the lessor’s standards for wear
and use (if any), which must be reason-
able; and

(3) Notice of wear and use standard. In
a motor-vehicle lease, a notice regard-
ing wear and use substantially similar
to the following: ““Excessive Wear and
Use. You may be charged for excessive
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wear based on our standards for normal
use.” The notice shall also specify the
amount or method for determining any
charge for excess mileage.

(i) Purchase option. A statement of
whether or not the lessee has the op-
tion to purchase the leased property,
and:

(1) End of lease term. If at the end of
the lease term, the purchase price; and

(2) During lease term. If prior to the
end of the lease term, the purchase
price or the method for determining
the price and when the lessee may ex-
ercise this option.

(J) Statement referencing nonsegregated
disclosures. A statement that the lessee
should refer to the lease documents for
additional information on early termi-
nation, purchase options and mainte-
nance responsibilities, warranties, late
and default charges, insurance, and any
security interests, if applicable.

(k) Liability between residual and real-
ized values. A statement of the lessee’s
liability, if any, at early termination
or at the end of the lease term for the
difference between the residual value
of the leased property and its realized
value.

(I) Right of appraisal. If the lessee’s li-
ability at early termination or at the
end of the lease term is based on the
realized value of the leased property, a
statement that the lessee may obtain,
at the lessee’s expense, a professional
appraisal by an independent third
party (agreed to by the lessee and the
lessor) of the value that could be real-
ized at sale of the leased property. The
appraisal shall be final and binding on
the parties.

(m) Liability at end of lease term based
on residual value. If the lessee is liable
at the end of the lease term for the dif-
ference between the residual value of
the leased property and its realized
value:

(1) Rent and other charges. The rent
and other charges, paid by the lessee
and required by the lessor as an inci-
dent to the lease transaction, with a
description such as ‘‘the total amount
of rent and other charges imposed in
connection with your lease [state the
amount].”

(2) Excess liability. A statement about
a rebuttable presumption that, at the
end of the lease term, the residual
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value of the leased property is unrea-
sonable and not in good faith to the ex-
tent that the residual value exceeds
the realized value by more than three
times the base monthly payment (or
more than three times the average pay-
ment allocable to a monthly period, if
the lease calls for periodic payments
other than monthly); and that the les-
sor cannot collect the excess amount
unless the lessor brings a successful
court action and pays the lessee’s rea-
sonable attorney’s fees, or unless the
excess of the residual value over the re-
alized value is due to unreasonable or
excessive wear or use of the leased
property (in which case the rebuttable
presumption does not apply).

(3) Mutually agreeable final adjust-
ment. A statement that the lessee and
lessor are permitted, after termination
of the lease, to make any mutually
agreeable final adjustment regarding
excess liability.

(n) Fees and taxes. The total dollar
amount for all official and license fees,
registration, title, or taxes required to
be paid to the lessor in connection with
the lease.

(o) Insurance. A brief identification of
insurance in connection with the lease
including:

(1) Voluntary insurance. If the insur-
ance is provided by or paid through the
lessor, the types and amounts of cov-
erage and the cost to the lessee; or

(2) Required insurance. If the lessee
must obtain the insurance, the types
and amounts of coverage required of
the lessee.

(p) Warranties or guarantees. A state-
ment identifying all express warranties
and guarantees from the manufacturer
or lessor with respect to the leased
property that apply to the lessee.

(q) Penalties and other charges for de-
linquency. The amount or the method
of determining the amount of any pen-
alty or other charge for delinquency,
default, or late payments, which must
be reasonable.

(r) Security interest. A description of
any security interest, other than a se-
curity deposit disclosed under para-
graph (b) of this section, held or to be
retained by the lessor; and a clear iden-
tification of the property to which the
security interest relates.
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(s) Limitations on rate information. If a
lessor provides a percentage rate in an
advertisement or in documents evi-
dencing the lease transaction, a notice
stating that ‘‘this percentage may not
measure the overall cost of financing
this lease” shall accompany the rate
disclosure. The lessor shall not use the

term “‘annual percentage rate,” ‘“‘an-
nual lease rate,” or any equivalent
term.

§213.5 Renegotiations, extensions, and
assumptions.

(a) Renegotiation. A renegotiation oc-
curs when a consumer lease subject to
this part is satisfied and replaced by a
new lease undertaken by the same
consumer. A renegotiation requires
new disclosures, except as provided in
paragraph (d) of this section.

(b) Extension. An extension is a con-
tinuation, agreed to by the lessor and
the lessee, of an existing consumer
lease beyond the originally scheduled
end of the lease term, except when the
continuation is the result of a renego-
tiation. An extension that exceeds six
months requires new disclosures, ex-
cept as provided in paragraph (d) of
this section.

(c) Assumption. New disclosures are
not required when a consumer lease is
assumed by another person, whether or
not the lessor charges an assumption
fee.

(d) Exceptions. New disclosures are
not required for the following, even if
they meet the definition of a renegoti-
ation or an extension:

(1) A reduction in the lease charge;

(2) The deferment of one or more pay-
ments, whether or not a fee is charged;

(3) The extension of a lease for not
more than six months on a month-to-
month basis or otherwise;

(4) A substitution of leased property
with property that has a substantially
equivalent or greater economic value,
provided no other lease terms are
changed;

(5) The addition, deletion, or substi-
tution of leased property in a multiple-
item lease, provided the average peri-
odic payment does not change by more
than 25 percent; or

(6) An agreement resulting from a
court proceeding.

§213.7
§213.6 [Reserved]

§213.7 Advertising.

(a) General rule. An advertisement for
a consumer lease may state that a spe-
cific lease of property at specific
amounts or terms is available only if
the lessor usually and customarily
leases or will lease the property at
those amounts or terms.

(b) Clear and conspicuous standard.
Disclosures required by this section
shall be made clearly and conspicu-
ously.

(1) Amount due at lease signing. Except
for the statement of a periodic pay-
ment, any affirmative or negative ref-
erence to a charge that is a part of the
total amount due at lease signing
under paragraph (d)(2)(ii) of this sec-
tion, such as the amount of any cap-
italized cost reduction (or no capital-
ized cost reduction is required), shall
not be more prominent than the disclo-
sure of the total amount due at lease
signing.

(2) Advertisement of a lease rate. If a
lessor provides a percentage rate in an
advertisement, the rate shall not be
more prominent than any of the disclo-
sures in §213.4, with the exception of
the notice in §213.4(s) required to ac-
company the rate; and the lessor shall
not use the term ‘‘annual percentage
rate,” ‘“‘annual lease rate,” or equiva-
lent term.

(c) Catalogs and multipage advertise-
ments. A catalog or other multipage ad-
vertisement that provides a table or
schedule of the required disclosures
shall be considered a single advertise-
ment if, for lease terms that appear
without all the required disclosures,
the advertisement refers to the page or
pages on which the table or schedule
appears.

(d) Advertisement of terms that require
additional  disclosure.—(1)  Triggering
terms. An advertisement that states
any of the following items shall con-
tain the disclosures required by para-
graph (d)(2) of this section, except as
provided in paragraphs (e) and (f) of
this section:

(i) The amount of any payment;

(ii) The number of required pay-
ments; or
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(iii) A statement of any capitalized
cost reduction or other payment re-
quired prior to or at consummation, or
that no payment is required.

(2) Additional terms. An advertisement
stating any item listed in paragraph
(d)(1) of this section shall also state the
following items:

(i) That the transaction advertised is
a lease;

(ii) The total amount due at lease
signing, or that no payment is re-
quired;

(iii) The number, amounts, due dates
or periods of scheduled payments, and
total of such payments under the lease;

(iv) A statement of whether or not
the lessee has the option to purchase
the leased property, and where the les-
see has the option to purchase at the
end of the lease term, the purchase-op-
tion price. The method of determining
the purchase-option price may be sub-
stituted in disclosing the lessee’s op-
tion to purchase the leased property
prior to the end of the lease term;

(v) A statement of the amount, or the
method for determining the amount, of
the lessee’s liability (if any) at the end
of the lease term; and

(vi) A statement of the lessee’s liabil-
ity (if any) for the difference between
the residual value of the leased prop-
erty and its realized value at the end of
the lease term.

(e) Alternative disclosures—merchandise
tags. A merchandise tag stating any
item listed in paragraph (d)(1) of this
section may comply with paragraph
(d)(2) of this section by referring to a
sign or display prominently posted in
the lessor’s place of business that con-
tains a table or schedule of the re-
quired disclosures.

(f) Alternative disclosures—television or
radio advertisements.—(1) Toll-free num-
ber or print advertisement. An advertise-
ment made through television or radio
stating any item listed in paragraph
(d)(1) of this section complies with
paragraph (d)(2) of this section if the
advertisement states the items listed
in paragraphs (d)(2)(i) through (iii) of
this section, and:

(i) Lists a toll-free telephone number
along with a reference that such num-
ber may be used by consumers to ob-
tain the information required by para-
graph (d)(2) of this section; or
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(ii) Directs the consumer to a written
advertisement in a publication of gen-
eral circulation in the community
served by the media station, including
the name and the date of the publica-
tion, with a statement that informa-
tion required by paragraph (d)(2) of this
section is included in the advertise-
ment. The written advertisement shall
be published beginning at least three
days before and ending at least ten
days after the broadcast.

(2) Establishment of toll-free number. (i)
The toll-free telephone number shall be
available for no fewer than ten days,
beginning on the date of the broadcast.

(i) The lessor shall provide the infor-
mation required by paragraph (d)(2) of
this section orally, or in writing upon
request.

§213.8 Record retention.

A lessor shall retain evidence of com-
pliance with the requirements imposed
by this part, other than the advertising
requirements under §213.7, for a period
of not less than two years after the
date the disclosures are required to be
made or an action is required to be
taken.

§213.9 Relation to state laws.

(a) Inconsistent state law. A state law
that is inconsistent with the require-
ments of the act and this part is pre-
empted to the extent of the inconsist-
ency. If a lessor cannot comply with a
state law without violating a provision
of this part, the state law is inconsist-
ent within the meaning of section
186(a) of the act and is preempted, un-
less the state law gives greater protec-
tion and benefit to the consumer. A
state, through an official having pri-
mary enforcement or interpretative re-
sponsibilities for the state consumer
leasing law, may apply to the Board for
a preemption determination.

(b) Exemptions.—(1) Application. A
state may apply to the Board for an ex-
emption from the requirements of the
act and this part for any class of lease
transactions within the state. The
Board will grant such an exemption if
the Board determines that:

(i) The class of leasing transactions
is subject to state law requirements
substantially similar to the act and
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this part or that lessees are afforded
greater protection under state law; and

(if) There is adequate provision for
state enforcement.

(2) Enforcement and liability. After an
exemption has been granted, the re-
quirements of the applicable state law
(except for additional requirements not
imposed by federal law) will constitute
the requirements of the act and this
part. No exemption will extend to the

Pt. 213, App. A

civil liability provisions of sections 130,
131, and 185 of the act.

APPENDIX A TO PART 213—MODEL
FORMS

A-1 Model Open-End or Finance Vehicle
Lease Disclosures

A-2 Model Closed-End or Net Vehicle Lease
Disclosures

A-3 Model Furniture Lease Disclosures
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Appendix A-1 Model Open-End or Finance Vehicle Lease Disclosures
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Date

Lessor(s)

Federal Consumer Leasing Act Disclosures

Lessee(s)

Amount Due at
Lease Signing

(Itemized below)*

Monthly Payments

Your first monthly payment of $

is due on

payments of $ due on
the of each month. The total of your
monthly p: is$

, followed by

Other Charges (not part of your monthly
payment)

Disposition fee (if you do

not purchase the vehicle)  $

[Annual tax]

Total of Payments
(The amount you will have
paid by the end of the lease)

$
You will owe an additional
amount if the actual value of

Total $ the vehicle is less than the

residual value.

e * Ttemization of Amount Due at Lease Signing

Amount Due At Lease Signing: How the Amount Due at Lease Signing will be paid:
Capitalized cost reduction $
First monthly payment

Refundable security deposit

Title fees

Registration fees

Net trade-in allowance $
Rebates and noncash credits
Amount to be paid in cash

Total § Total $

Your payment i as shown: below:

Gross capitalized cost. The agreed upon value of the vehicle ($ ) and any items
you pay over the lease term (such as service contracts, insurance, and any outstanding prior loan

or lease balance) $
If you want an itemization of this amount, please check this box. O

Capitalized cost reduction. The amount of any net trade-in allowance, rebate, noncash credit, or cash you pay

that reduces the gross capitalized cost

Adjusted capitalized cost. The amount used in calculating your base monthly payment .................cccoeeeeuvreeeeuneeennn. =

Residual value. The value of the vehicle at the end of the lease used in calculating your base monthly payment ............ N

Depreciation and any amortized amounts. The amount charged for the vehicle's decline in value

through normal use and for other items paid over the 1€ase (EIM ..........ccoverieriiieiriiiiiriiiiiee e =

Rent charge. The amount charged in addition to the depreciation and any amortized amounts .....................ccc.......... *

Total of base monthly payments. The depreciation and any amortized amounts plus the rent charge ......................... =

Lease term. The number of MONthS iN YOUF TEASE .......ooiiiiiiriiiiiiiiiiieieitie ettt et eeeaee e e et eeenaes N

Base monthly payment .. =

MONthlY SBIES/USE BAX .......oviiiiiiiiiitiiitiiiiet e et ee s e et st eeeeeeeeeeeee ettt beeeeeeeeee e et aeaeaaeaeeeeseesesee s s neananeaes :

Total monthly payment ................

Rent and other charges. The total amount of rent and other charges imposed in connection with your lease $

Early Termination. You may have to pay a substantial charge if you end this lease early. The charge may be up to several
thousand dollars. The actual charge will depend on when the lease is terminated. The earlier you end the lease, the greater
this charge is likely to be.

Excessive Wear and Use. You may be charged for excessive wear based on our standards for normal use [and for mileage in excess
of miles per year at the rate of per mile].

Purchase Option at End of Lease Term. [You have an option to purchase the vehicle at the end of the lease term for $
[and a purchase option fee of $ 1.1 [You do not have an option to purchase the vehicle at the end of the lease term.]

Other Important Terms. See your lease documents for additional information on early termination, purchase options and maintenance
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.
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[The following provisions are the nonsegregated disclosures required under Regulation M.]

Official Fees and Taxes. The total amount you will pay for official and license fees, registration, title, and taxes over the term of your lease, whether
included with your monthly payments or assessed otherwise: $.

Insurance. The following types and amounts of insurance will be acquired in connection with this lease:

‘We (lessor) will provide the insurance coverage quoted above for a total premiumcostof $__ |
You (lessee) agree to provide insurance coverage in the amount and types indicated above.
End of Term Liability. (a) The residual value ($ ) of the vehicle is based on a reasonable, good faith estimate of the value of the vehicle at

the end of the lease term. If the actual value of the vehicle at that time is greater than the residual value, you will have no further liability under this lease, except
for other charges already incurred [and are entitled to a credit or refund of any surplus.] If the actual value of the vehicle is less than the residual value, you will

be liable for any diffe upto$ (3 times the monthly payment). For any difference in excess of that amount, you will be liable only if:
1. Excessive use or damage [as described in paragraph ] [representing more than normal wear and use] resulted in an unusually low value at the end of
the term.

2. The matter is not otherwise resolved and we win a lawsuit against you seeking a higher payment.

3. You voluntarily agree with us after the end of the lease term to make a higher payment.

Should we bring a lawsuit against you, we must prove that our original estimate of the value of the leased property at the end of the lease term was reasonable and
was made in good faith. For example, we might prove that the actual was less than the original estimated value, although the original estimate was reasonable,
because of an unanticipated decline in value for that type of vehicle. We must also pay your attorney’s fees.

(b) If you disagree with the value we assign to the vehicle, you may obtain, at your own expense, from an independent third party agreeable to both of us, a
professional appraisal of the value of the leased vehicle which could be realized at sale. The appraised value shall then be used as the actual value.

Standards for Wear and Use. The following standards are applicable for determining unreasonable or excess wear and use of the leased vehicle:

Maintenance.
(You are r ible for the following mai and servicing of the leased vehicle:

1
[We are responsible for the following maintenance and servicing of the leased vehicle:

1

‘Warranties. The leased vehicle is subject to the following express warranties:

Early Termination and Default. (a) You may terminate this lease before the end of the lease term under the following conditions:

The charge for such early termination is:

(b} We may terminate this lease before the end of the lease term under the following conditions:

Upon such termination we shall be entitled to the following charge(s) for:

(c) To the extent these charges take into account the value of the vehicle at termination, if you disagree with the value we assign to the vehicle, you may obtain,
at your own expense, from an independent third party agreeable to both of us, a professional appraisal of the value of the leased vehicle
which could be realized at sale. The appraised value shall then be used as the actual value.

Security Interest. We reserve a security interest of the following type in the property listed below to secure performance of your obligations under this lease:

Late Payments. The charge for late p: is:

Option to Purchase Leased Property Prior to the End of the Lease. [You have an option to purchase the leased vehicle prior to the end of the term.
The price will be [$ /[the method of determining the price].] [You do not have an option to purchase the leased vehicle.]
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Appendix A-2 Model Ciosed-End or Net Vehicle Lease Disclosures

Federal Consumer Leasing Act Disclosures

Date
Lessor(s) Lessee(s)
Amount Due at Monthly Payments Other Charges (not part of your monthly | Total of Payments
Lease Signing payment) (The amount you will have
id by the end of the I
(ltemized below)* | Your first monthly payment of $ Disposition fee (if you do paid by the end of the lease)
is due on . followed by | not purchase the vehicle) $
payments of § due on [Annual tax] PR
$ the of each month. The total of your $
monthly payments is $ . Total $
R e e i * Itemization of Amount Due at Lease Signing ket
Amount Due At Lease Signing: How the Amount Due at Lease Signing will be paid:
Capitalized cost reduction $ Net trade-in allowance $
First monthly payment —_ Rebates and noncash credits
Refundable security deposit Amount to be paid in cash
Title fees

Registration fees

Total $ Total §

Your monthly payment is determined as shown below:

Gross capitalized cost. The agreed upon value of the vehicle $§ ) and any items

you pay over the lease term (such as service contracts, insurance, and any outstanding prior loan
OF 1BASE DALANCE) ... eieeeiieeiiraniiiiiseerereetebuasttee e e e eeeesaesesesas e e eeaeeee e et s e s besta st seeaeeassesstesetmansaeaeseeesrennnnenn $

If you want an itemization of this amount, please check this box. O

Capitalized cost reduction. The amount of any net trade-in allowance, rebate, noncash credit, or cash you pay
that reduces the gross capitalized cost .

Adjusted capitalized cost. The amount used in calculating your base monthly payment

Residual value. The value of the vehicle at the end of the lease used in calculating your base monthly payment ............
Depreciation and any amortized amounts. The amount charged for the vehicle's decline in value
through normal use and for other items paid over the lease term

Rent charge. The amount charged in addition to the depreciation and any amortized amounts
Total of base h; The

preciation and any amortized amounts plus the rent charge .................cccvves
Lease term. The number of MONhS iN YOUE TEASE .........coceiiiririiiirierieririerieriereeeee e seireaeeeeaes e e e ranebaareaaerees

Base monthly payment

Monthly sales/use tax

Total monthly payment

Early Termination. You may have to pay a substantial charge if you end this lease early. The charge may be up to several
thousand dollars. The actual charge will depend on when the lease is terminated. The earlier you end the lease, the greater
this charge is likely to be.

Excessive Wear and Use. You may be charged for excessive wear based on our standards for normal use fand for mileage in excess
of miles per year at the rate of per mile].

Purchase Option at End of Lease Term. [You have an option to purchase the vehicle at the end of the lease term for $
[and a purchase option fee of $ 1.1 [You do not have an option to purchase the vehicle at the end of the lease term.]

Other Important Terms. See your lease documents for additional information on early termination, purchase options and maintenance
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.
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[The following provisions are the nonsegregated disclosures required under Regulation M.]

Official Fees and Taxes. The total amount you will pay for official and license fees, registration, title, and taxes over the term of your lease, whether
included with your monthly payments or assessed otherwise: §$.

Insurance. The following types and amounts of insurance will be acquired in connection with this lease:

‘We (lessor) will provide the insurance coverage quoted above for a total premiumcostof
You (lessee) agree to provide insurance coverage in the amount and types indicated above.

Standards for Wear and Use. The following standards are applicable for determining unreasonable or excess wear and use of the leased vehicle:

Maintenance.
[You are ible for the following mai and servicing of the leased vehicle:

1
[Wearer ible for the following mai and servicing of the leased vehicle:

1

‘Warranties. The leased vehicle is subject to the following express warranties:

Early Termination and Default. (a) You may terminate this lease before the end of the lease term under the following conditions:

The charge for such early termination is:

(b) We may terminate this lease before the end of the lease term under the following conditions:

Upon such termination we shall be entitled to the following charge(s) for:

(c) To the extent these charges take into account the value of the vehicle at termination, if you disagree with the value we assign to the vehicle, you may obtain,
at your own expense, from an independent third party agreeable to both of us, a professional appraisal of the value of the leased vehicle
which could be realized at sale. The appraised value shall then be used as the actual value.

Security Interest. We reserve a security interest of the following type in the property listed below to secure performance of your obligations under this lease:

Late Payments. The charge for late payments is:

Option to Purchase Leased Property Prior to the End of the Lease. [You have an option to purchase the leased vehicle prior to the end of the term.
The price will be [$ /[the method of determining the price].] [You do not have an option to purchase the leased vehicle.]
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Appendix A-3 Model Furniture Lease Disclosures

Federal Consumer Leasing Act Disclosures

Date
Lessor(s) Lessee(s)
Description of Leased Property
Item Color Stock # Mfg. Quantity
Amount Due at Lease Signing Monthly Payments Other Charges (not part of | Total of Payments
thl; t Th
First monthly payment $ Your first monthly payment of $ your monthly payment) fNillehZ‘:"eo l;':ldy ?3‘)1'
Refundable security deposit $ is due on , followed by Pick-up fee § the end of the lease)
Delivery ion fee  $ p of § due on $
$ the of each month, The total of your Total $ $
Total $ monthly payments is $

Purchase Option at End of Lease Term. [You have an option to purchase the leased property at the end of the lease term for $
[and a purchase option fee of $ ].] [You do not have an option to purchase the leased property at the end of the lease term.]

Other Important Terms. See your lease documents for additional information on early termination, p options and
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.

[The following provisions are the nonsegregated disclosures required under Regulation M.]

Official Fees and Taxes. The total amount you will pay for official fees, and taxes over the term of your lease, whether included with your monthly
payments or assessed otherwise: $ .

Insurance. The following types and amounts of insurance will be acquired in connection with this lease:

We (lessor) will provide the insurance coverage quoted above for a total premium cost of $
You (lessee) agree to provide insurance coverage in the amount and types indicated above.

Standards for Wear and Use. The following standards are applicable for determining unreasonable or excess wear and use of the leased property:

Maintenance.
[You are ible for the following mai and servicing of the leased property:
B
[We are responsible for the ing mai and servicing of the leased property:

Warranties, The leased property is subject to the following express warranties:

Early Termination and Default. (a) You may terminate this lease before the end of the lease term under the following conditions:

The charge for such early termination is:

(b) We may terminate this lease before the end of the lease term under the following diti

Upon such termination we shall be entitled to the following charge(s) for:
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Early Termination and Default. (continued)
(c) To the extent these charges take into account the value of the leased property at termination, if you disagree with the value we assign to the
property, you may obtain, at your own expense, from an independent third party agreeable to both of us, a professional appraisal of the
value of the property which could be realized at sale. The appraised value shall then be used as the actual value.

Security Interest. We reserve a security interest of the following type in the property listed below to secure performance of your obligations under this lease:

Late Payments. The charge for late payments is:

Purchase Option Prior to the End of the Lease Term.
[You have an option to purchase the leased property prior to the end of the term. The price will be [$ 1/the method of determining the price].]

[You do not have an option to purchase the leased property.]
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APPENDIX B TO PART 213—FEDERAL
ENFORCEMENT AGENCIES

The following list indicates which federal
agency enforces Regulation M (12 CFR Part
213) for particular classes of business. Any
questions concerning compliance by a par-
ticular business should be directed to the ap-
propriate enforcement agency. Terms that
are not defined in the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(s)) shall have the
meaning given to them in the International
Banking Act of 1978 (12 U.S.C. 3101).

1. National banks and federal branches and fed-

eral agencies of foreign banks

District office of the Office of the Comp-
troller of the Currency for the district in
which the institution is located.

2. State member banks, branches and agencies of
foreign banks (other than federal branches,
federal agencies, and insured state branches
of foreign banks), commercial lending com-
panies owned or controlled by foreign
banks, and organizations operating under
section 25 or 25A of the Federal Reserve Act

Federal Reserve Bank serving the District
in which the institution is located.

3. Nonmember insured banks and insured state
branches of foreign banks

Federal Deposit Insurance Corporation Re-
gional Director for the region in which
the institution is located.

4. Savings institutions insured under the Sav-
ings Association Insurance Fund of the
FDIC and federally chartered savings banks
insured under the Bank Insurance Fund of
the FDIC (but not including state-chartered
savings banks insured under the Bank In-
surance Fund)

Office of Thrift Supervision regional direc-
tor for the region in which the institu-
tion is located.

Federal credit unions

Regional office of the National Credit
Union Administration serving the area in
which the federal credit union is located.

. Air carriers

Assistant General Counsel for Aviation En-
forcement and Proceedings, Department

of Transportation, 400 Seventh Street,
S.W., Washington, DC 20590

. Those subject to Packers and Stockyards Act

Nearest Packers and Stockyards Adminis-
tration area supervisor.

Federal Land Banks, Federal Land Bank As-
sociations, Federal Intermediate Credit
Banks, and Production Credit Associations

Farm Credit Administration, 490 L’Enfant
Plaza, S.W., Washington, DC 20578

. All other lessors (lessors operating on a local

or regional basis should use the address of
the FTC regional office in which they oper-

o1

(2]

~

©

o

ate)
Division of Credit Practices, Bureau of
Consumer Protection, Federal Trade

Commission, Washington, DC 20580

12 CFR Ch. I (1-1-97 Edition)

APPENDIX C TO PART 213—ISSUANCE OF
STAFF INTERPRETATIONS

Officials in the Board’s Division of
Consumer and Community Affairs are au-
thorized to issue official staff interpreta-
tions of this Regulation M (12 CFR Part 213).
These interpretations provide the formal
protection afforded under section 130(f) of
the act. Except in unusual circumstances, in-
terpretations will not be issued separately
but will be incorporated in an official com-
mentary to Regulation M (Supplement | of
this part), which will be amended periodi-
cally. No staff interpretations will be issued
approving lessor’s forms, statements, or cal-
culation tools or methods.

SUPPLEMENT | TO PART 213—OFFICIAL
STAFF COMMENTARY TO REGULATION M

Introduction

1. Official status. This commentary is the
vehicle by which the staff of the Division of
Consumer and Community Affairs of the
Federal Reserve Board issues official staff
interpretations of Regulation M, effective
April 1, 1981. Good faith compliance with this
commentary affords protection from liabil-
ity under section 130(f) of the Truth in Lend-
ing Act (15 U.S.C. 1640). Section 130(f) pro-
tects lessors from civil liability for any act
done or omitted in good faith in conformity
with any interpretation issued by a duly au-
thorized official or employee of the Federal
Reserve System.

2. Procedures for requesting interpretations.
Under §213.1(d) of the regulation, anyone
may request an official staff interpretation.
Interpretations that are adopted will be in-
corporated in this commentary following
publication in the FEDERAL REGISTER. No of-
ficial staff interpretations are expected to be
issued other than by means of this com-
mentary.

3. Status of previous interpretations. All
statements and opinions issued by the Fed-
eral Reserve Board and its staff interpreting
previous Regulation Z remain effective until
October 1, 1982, only insofar as they interpret
that regulation. When compliance with Reg-
ulation M becomes mandatory on October 1,
1982, the Board and staff interpretations of
the previous Regulation Z leasing provisions
will be entirely superseded by Regulation M
and this commentary, except with regard to
liability under the previous regulation.

4. Rules of construction. (a) Lists that ap-
pear in the commentary may be exhaustive
or illustrative; the appropriate construction
should be clear from the context. In most
cases, illustrative lists are introduced by
phrases such as ‘“‘including, but not limited
to,” ‘“‘among other things,” ‘“‘for example,”
or “‘such as.”
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(b) Throughout the commentary and regu-
lation, reference to the regulation should be
construed to refer to Regulation M, unless
the context indicates that a reference to pre-
vious Regulation Z (12 CFR part 226) is also
intended.

(¢) Throughout the commentary, reference
to this section or this paragraph means the
section or paragraph in the regulation that
is the subject of the comment.

5. Comment designations. Each comment in
the commentary is identified by a number
and the regulatory section or paragraph that
it interprets. The comments are designated
with as much specificity as possible accord-
ing to the particular regulatory provision
addressed. For example, some of the com-
ments to §213.4(a) are further divided by sub-
paragraph, such as comment 4(a)(1)-1 and
comment 4(a)(1)-2. In other cases, comments
have more general application and are des-
ignated, for example, as comment 4(a)-1.
This introduction may be cited as comments
I-1 through 1-6. The appendices may be cited
as comments app. C-1 and app. C-2.

6. Cross-references. The following cross-ref-
erences to related material appear at the end
of each section of the commentary: (a) Stat-
ute—those sections of the Truth in Lending
Act on which the regulatory provision is
based;

(b) Other sections—other provisions in the
regulation necessary to understand that sec-
tion;

(c) Previous regulation—parallel provisions
in previous Regulation Z; and

(d) 1981 changes—a brief description of the
major regulatory changes made when the
leasing rules were moved from previous Reg-
ulation Z to Regulation M.

Section 213.1—General Provisions

1. Foreign applicability. Regulation M ap-
plies to all persons (including branches of
foreign banks or leasing companies located
in the United States) that offer consumer
leases to residents (including resident aliens)
of any state as defined in §213.2(a)(16). The
regulation does not apply to a foreign branch
of a U.S. bank or leasing company leasing to
a U.S. citizen residing or visiting abroad or
to a foreign national abroad.

2. Issuance of staff interpretations. This com-
mentary is the method by which the staff
provides interpretations that afford formal
protection under section 130(f) of the act.
This commentary may be amended periodi-
cally.

References:

Statute: Sections 102(b), 105, and 130(f).
Previous regulation: Section 226.1.
1981 changes: None.

Pt. 213, Supp. |

Section 213.2—Definitions and Rules of
Construction

2(a) Definitions.

2(a)(2) Advertisement

1. Coverage. Only commercial messages
that promote consumer lease transactions
requiring disclosures are advertisements.
Messages inviting, offering, or otherwise an-
nouncing generally to prospective customers
the availability of consumer leases, whether
in visual, oral, or print media, are covered by
the definition. The list of examples in the
definition is not exhaustive; telephone solici-
tations and letters sent to customers as part
of an organized solicitation of business, for
example, are also advertisements. The term
does not include the following:

* Direct personal contacts, such as follow-
up letters, cost estimates for individual les-
sees, or oral or written communications re-
lating to the negotiation of a specific trans-
action.

« Informational material distributed only
to businesses.

« Notices required by federal or state law,
if the law mandates that specific informa-
tion be displayed and only the information
so mandated is included in the notice.

* News articles, the use of which is con-
trolled by the news medium.

¢« Market research or educational
rials that do not solicit business.

2. Persons covered. See the commentary to
§213.5(a).

2(a)(4) Arrange for lease of personal property

1. General. The definition of lessor in
§213.2(a)(8) includes one who, in the ordinary
course of business, regularly arranges for the
leasing of personal property. For example:

« An automobile dealer who, pursuant to a
business relationship, completes the nec-
essary lease agreement before forwarding it
to the leasing company (to whom the obliga-
tion is payable on its face) for execution is
arranging for the lease.

« An automobile dealer who, receiving no
fee for the service, refers a customer to a
leasing company that will prepare all rel-
evant contract documents is not arranging
for the lease.

2. Multiple lessors. See the commentary to
§213.4(c).

3. Consideration. The term other consider-
ation refers to an actual payment cor-
responding to a fee or similar compensation.
It does not refer to intangible benefits, such
as the advantage of increased business, that
may flow from the relationship between the
parties.

2(a)(6) Consumer lease.

1. Primary purposes. A lessor must deter-
mine in each case if the leased property will
be used primarily for personal, family, or
household purposes. If some question exists

mate-
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as to the primary purpose for a lease, the les-
sor is, of course, free to make the disclo-
sures, and the fact that disclosures are made
in such circumstances is not controlling on
the question of whether the transaction was
exempt. The primary purpose of a lease is
generally determined before or at con-
summation and a subsequent change in pri-
mary usage is governed by §213.4(e).

2. Period of time. To be a consumer lease,
the initial term of the lease must be more
than 4 months. Thus, a lease of personal
property for 4 months, 3 months or on a
month-to-month or week-to-week basis (even
though the lease actually extends beyond 4
months) is not a consumer lease and is not
subject to the disclosure requirements of the
regulation. A lease with a penalty for cancel-
ling during the first 4 months is considered
to have a term of more than 4 months. A
month-to-month or week-to-week extension
of a lease that was originally for 4 months or
less is not a consumer lease, even if the ex-
tension actually lasts for more than 4
months. For example, a 3-month lease ex-
tended on a month-to-month basis and ter-
minated after 1 year does not require
consumer lease disclosures.

3. Organization. A consumer lease does not
include a lease made to an organization, as
defined in §213.2(a)(9). A lease to an organiza-
tion is outside the requirements of the regu-
lation even if the property is used (by an em-
ployee, for example) primarily for personal,
family or household purposes. Likewise, a
lease made to an organization is not a
consumer lease even if it is guaranteed by or
subsequently assigned to a natural person.

4. Credit sale. A lease that meets the defini-
tion of a credit sale in Regulation Z, 12 CFR
226.2(a)(16), is not a consumer lease. Regula-
tion Z defines a credit sale, in part, as ‘“‘a
bailment or lease (unless terminable without
penalty at any time by the consumer) under
which the consumer—

(i) Agrees to pay as compensation for use a
sum substantially equivalent to, or in excess
of, the total value of the property and serv-
ices involved; and

(ii) Will become (or has the option to be-
come), for no additional consideration or for
nominal consideration, the owner of the
property upon compliance with the agree-
ment.”

5. Safe deposit boxes. A lease of a safe de-
posit box is not a consumer lease for pur-
poses of this regulation.

6. Leases of personal property incidental to a
service. The following leases of personal prop-
erty that are incidental to services are not
consumer leases subject to the requirements
of the regulation:

« Home entertainment systems requiring
the consumer to lease equipment that en-
ables a television to receive the transmitted
programming.

12 CFR Ch. I (1-1-97 Edition)

« Burglar alarm systems requiring the in-
stallation of leased equipment that triggers
a telephone call when a home is burglarized.

2(a)(7) Lessee.

1. Guarantors. Guarantors are not lessees
for purposes of the regulation.

2(a)(8) Lessor.

1. Assignees. An assignee may be a lessor
for purposes of the regulation in cir-
cumstances such as those described in “Ford
Motor Credit Co. v. Cenance,” 452 U.S. 155,
101 S.Ct. 2239 (1981). In that case, the Su-
preme Court held that an assignee was a
creditor for purposes of previous Regulation
Z because of its substantial involvement in
the credit transaction.

2(a)(9) Organization.

1. Coverage. The term includes joint ven-
tures and persons operating under a business
name.

2(a)(12) Personal property.

1. Coverage. Whether property is considered
personal property depends on state or other
applicable law. For example, a mobile home
or houseboat may be considered personal
property in one state but real property in an-
other.

2(a)(14) Realized value.

1. General. Realized value is not a required
disclosure. It refers to the value of the prop-
erty at early termination or at the end of
the lease term. It may be either the retail or
wholesale value. Realized value is relevant
only to leases in which the lessee’s liability
at early termination or at the end of the
lease term is the difference between the esti-
mated value of the property and its realized
value.

2. Options. Subject to the contract and to
state or other applicable law, the lessor may
choose any of the 3 methods for calculating
the realized value in determining the lessee’s
liability at the end of the lease term or at
early termination. If the lessor sells the
property prior to making that determina-
tion, the price received for the property is
the realized value. If the lessor does not sell
the property prior to making that deter-
mination, the lessor may choose either the
highest offer or the fair market value as the
realized value.

3. Exclusions. The realized value may ex-
clude any amount attributable to taxes.

4. Disposition charges. Disposition charges
may not be subtracted in determining the re-
alized value. If the lessor charges the lessee
a fee to cover the disposition expenses, the
fee must be disclosed at consummation
under §213.4(g)(5). Disposition charges may
be estimated in accordance with §213.4(d),
and this does not prevent the lessor from col-
lecting the actual disposition costs incurred.

5. Offers. In determining the highest offer
for disposition, the lessor need not consider
offers that the offeror has withdrawn or is
unable or unwilling to perform.
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6. Appraisals. The lessor may obtain an ap-
praisal of the leased property to determine
its realized value. Such an appraisal, how-
ever, is not the one addressed in section
183(c) of the Act and §213.4(g)(14); those pro-
visions refer to the lessee’s right to an inde-
pendent professional appraisal.

2(a)(15) Security interest.

1. Coverage. The list of security interests in
the definition is not exhaustive. Other than
those listed, only interests that are security
interests under state or other applicable law
are encompassed by the definition. For ex-
ample, any interest the lessor may have in
the leased property falls within this defini-
tion only if it is considered a security inter-
est under state or other applicable law.

2. Disclosable interests. For purposes of the
regulation, a security interest is an interest
taken by the lessor to secure performance of
the lessee’s obligation. For example, if a
bank that is not a lessor makes a loan to a
leasing company and takes assignments of
consumer leases generated by that company
to secure the loan, the bank’s security inter-
est in the lessor’s receivables is not a secu-
rity interest for purposes of this regulation.

3. Insurance. The lessor’s right to insurance
proceeds or unearned insurance premiums is
not a security interest for purposes of this
regulation.

2(a)(17) Total lease obligation.

1. Disclosure. The total lease obligation is
disclosed under §213.4(g)(15)(i). It is relevant
only to so-called open-end leases in which
the lessee’s liability at the end of the lease
term is based on the difference between the
estimated value of the leased property and
its realized value.

2. Periodic payments: disclosure distinguished.
Certain items that may be paid periodically
are not part of the lessee’s total lease obliga-
tion. Therefore, the amount of the scheduled
periodic payments for purposes of calculat-
ing the total lease obligation may be less
than the amount of the periodic payments
disclosed under §213.4(g)(3).

3. Periodic payments: inclusions and exclu-
sions. The total of scheduled periodic pay-
ments under the lease for purposes of cal-
culating the total lease obligation is com-
posed of the following items:

* Any portion of the periodic payments at-
tributable to depreciation, cost of money,
and profit.

« Taxes in some cases.
mentary to §213.4(g)(15).

« The capitalized cost of
breakdown protection contracts.

The total of scheduled periodic payments
under the lease for purposes of calculating
the total lease obligation does not include
the following:

« Any amount not paid periodically.

« Any portion of periodic payments attrib-
utable to official fees, registration, certifi-
cate of title, or license fees.

See the com-
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« Taxes in some cases. See the com-
mentary to §213.4(g)(15).

At the lessor’s option, the capitalized cost
of service contracts and insurance premiums
may be either included or excluded from this
calculation.

4. Initial payments. The following amounts
are not included among the payments at con-
summation when calculating the total lease
obligation:

« Refundable security deposits.

« Official fees and charges disclosable
under §213.4(g)(4).
« Other charges disclosable under

§213.4(9)(5).

¢ The cost of a mechanical breakdown pro-
tection contract purchased at consumma-
tion.

5. Estimated value. See the commentary to
§213.4(d) regarding the use of estimates and
section 183(a) of the Act regarding the cri-
teria for estimating the value of the leased
property at the end of the lease term.

2(a)(18) Value at consummation.

1. Disclosure. The value at consummation is
relevant only to so-called open-end leases
and is disclosed and subtracted from the
total lease obligation under §213.4(g)(15)(i).

2. Taxes. The value at consummation in-
cludes taxes paid by the lessor in connection
with the acquisition of leased property and
amortized over the lease term. See the com-
mentary to §213.4(g)(15).

3. Other amounts. The definition of the
value at consummation explicitly permits
the lessor to include a profit or markup
(without separate itemization). The lessor
may include costs of doing business, such as
insurance that the lessor purchases on its
own behalf. See the commentary to
§213.4(g)(6). The lessor may not include in
this amount other items (such as mainte-
nance or extended warranty insurance) that
are purchased by the lessee.

2(b) Rules of construction.

1. Footnotes. Material that appears in a
footnote has the same legal weight as mate-
rial in the body of the regulation.

2. Consummation. When a contractual rela-
tionship is created between the lessor and
the lessee is a matter to be determined under
state or other applicable law; the regulation
does not make that determination. Con-
summation does not occur merely because
the lessee has made some financial invest-
ment in the transaction (for example, by
paying a nonrefundable fee) unless, of course,
applicable law holds otherwise.

References

Statute: Sections 103(g) and 181.

Previous regulation: Section 226.2.

1981 changes: Agricultural purpose has been
slightly revised to conform to the amended
act.
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Section 213.3—Exempted Transactions

References

Statute: Section 105(a).
Previous regulation: Section 226.3(f).
1981 changes: None.

Section 213.4—Disclosures

4(a) General requirements.

1. Basis of disclosures. The regulation as-
sumes that parties will perform fully accord-
ing to the lease terms. For example:

¢ In a 3-year lease with a 1-year minimum
term after which there is no penalty for ter-
mination, disclosures should be based on the
full 3-year term of the lease. The 1-year min-
imum term is only relevant to the early ter-
mination provisions of §213.4(g) (12), (13), and
(14).

2. Minor variations. The lessor may dis-
regard the effects of the following in making
calculations and disclosures:

¢ That payments must be collected in
whole cents.

¢« That dates of scheduled payments may
be changed because the scheduled date is not
a business day.

« That months have different numbers of
days.

3. Form of disclosures. In making disclosures
lessors may cross-reference rather than re-
peat items that are disclosed elsewhere in
the lease disclosure statement. In addition,
when a required disclosure consists of a sin-
gle charge, lessors do not have to repeat the
charge as an itemization and a total amount.
See the commentary to §213.4(g) (5) and (15).

4. Number of transactions. Lessors have
flexibility in handling lease transactions
that may be viewed as multiple transactions.
For example:

« When a lessor leases two items to the
same lessee on the same day, the lessor may
disclose the leases as either one or two lease
transactions.

*«When a lessor sells insurance or other in-
cidental services in connection with a lease,
the lessor may disclose in one of two ways: a
single lease transaction or a lease and credit
sale transaction.

5. Rebates. In a lease transaction, a seller’s
or manufacturer’s rebate may be offered to
prospective lessees. At the lessor’s option,
these rebates may be either reflected in or
disregarded in the lease disclosures required
under the regulation. If the lessor chooses to
reflect the rebate in the leasing disclosures,
it may be taken into account in any manner
as part of those disclosures.

Paragraph 4(a)(1).

1. Clearly, conspicuously and in meaningful
sequence. This standard requires that disclo-
sures be in a reasonably understandable
form. For example, while the regulation re-
quires no particular mathematical progres-
sion or format, the disclosures must be pre-

12 CFR Ch. I (1-1-97 Edition)

sented in a way that does not obscure the re-
lationship of the terms to each other. Appen-
dix C contains model forms that meet this
standard, although lessors are not required
to use these forms. The requirement that
disclosures be made clearly and conspicu-
ously does not mean that they must be more
conspicuous than other terms in a combined
contract-disclosure statement, nor does it
preclude the use of a multi-purpose disclo-
sure form that enables the lessor to des-
ignate the specific disclosures applicable to a
given transaction. See the commentary to
appendix C.

2. Type size. The term point in the phrase
10-point type is a printing term that refers to
the size of the body of the type, as distin-
guished from the size of the type face which
may vary among different print manufactur-
ers.

Paragraph 4(a)(2).

1. Consummation. See the commentary to
§213.2(b).

2. ldentification of parties. While disclosures
must always be made clearly and conspicu-
ously, it is not necessary to use the words
lessor or lessee when identifying those par-
ties.

3. Multiple lessors and multiple lessees. In
transactions involving multiple lessors and
lessees, the disclosure statement must iden-
tify all the lessors and lessees; however,
§213.4(c) permits a single lessor to make all
the disclosures to a single lessee.

4. Integrated lease/disclosure forms. Contract
terms or disclosures that are not required by
the regulation may be added to the disclo-
sure statement so long as the required dis-
closures are made together on a single page
(which may include both sides) and above the
place for the lessee’s signature. Generally,
other terms and disclosures may precede,
follow, or be intermingled with the regula-
tion’s disclosures within the limits of
§213.4(b) governing the use of additional in-
formation and the clear, conspicuous, and
meaningful sequence disclosure standard in
§213.4(a)(1).

5. Lessee’s signature. The regulation does
not require the lessee to sign the disclosures
but, if disclosures are combined with con-
tract terms, the lessor may require the les-
see’s signature for contract or evidentiary
purposes. In such a case, the disclosures
must be made above the place for the lessee’s
signature. When disclosures and contract
terms appear on both sides of a page, the
consumer’s signature usually appears on the
bottom of the second side. For purposes of
the regulation, the consumer’s signature
may appear on the bottom of the first side if
all the disclosures appear on that side.

Paragraph 4(a)(4).

1. Permissible uses. If the lessor chooses to
provide foreign-language translations of the
disclosures or is required to do so by state,
federal, or local law, the translations are not
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inconsistent per se with disclosures under
the regulation and may be provided as addi-
tional information under §213.4(b).

2. Advertisements in Puerto Rico. The re-
quirement for providing English disclosures
upon request does not apply to advertise-
ments subject to §213.5 of the regulation.

4(b) Additional information.

1. State law disclosures. If state law disclo-
sures are not inconsistent with the act and
regulation under §213.7, the lessor may make
those disclosures in accordance with the first
sentence of this paragraph. If state law dis-
closures are inconsistent under §213.7 and
the lessor elects to make them, it must do so
in accordance with the second sentence of
this paragraph.

4(c) Multiple lessors; multiple lessees.

1. Multiple lessors. If a lease transaction in-
volves more than one lessor, the lessors may
choose which of them will make the disclo-
sures. All disclosures for the transaction
must be given, even if the disclosing lessor
would not otherwise have been obligated to
make a particular disclosure.

4(d) Unknown-information estimate.

1. Time of estimated disclosure. The lessor
may use estimates to make disclosures if
necessary information is unknown or un-
available at the time the disclosures are
made. For example:

« Section 213.4(g)(4) requires the lessor to
disclose the total amount payable by the les-
see during the lease term for official fees,
registration, certificate of title, license fees,
or taxes. If these amounts are subject to in-
determinable increases or decreases over the
course of the lease, the lessor may estimate
its disclosures based on the rates or charges
in effect at the time of disclosure.

2. Basis of estimates. Estimates must be
made on the basis of the best information
reasonably available at the time disclosures
are made. The reasonably available standard
requires that the lessor, acting in good faith,
exercise due diligence in obtaining informa-
tion. The lessor normally may rely on the
representations of other parties in obtaining
information. For example, the lessor might
look to the consumer to determine the pur-
pose for which leased property will be used,
to insurance companies for the cost of insur-
ance, or to an automobile manufacturer or
dealer for the date of delivery.

3. Estimated value of leased property at termi-
nation. When the lessee’s liability at the end
of the lease term is based on the estimated
value of the leased property (see
§213.4(g)(15)), the estimate must be reason-
able and based on the best information rea-
sonably available to the lessor. That stand-
ard permits a lessor to use a generally ac-
cepted trade publication listing estimated
current or future market prices for the
leased property, rather than investing in the
most sophisticated computer equipment to
derive the estimated value at the end of the
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lease term. The lessor should rely on other
information, its experience, or reasonable
belief, if those sources provide the best infor-
mation. For example:

« An automobile lessor offering a 3-year
open-end lease intends to assign a wholesale
value to the vehicle at the end of the lease
term. The lessor may disclose as an esti-
mated value a wholesale value derived from
a credible trade publication listing current
wholesale values, if the trade publication is
the best information available.

« Same facts as above, except that the les-
sor discloses an estimated value derived by
adjusting the value quoted in the trade pub-
lication because, in its experience, the trade
publication values either understate or over-
state the prices actually received in local
used vehicle markets. The lessor may adjust
estimated values quoted in trade publica-
tions based on the lessor’s experience or rea-
sonable belief that such values will be under-
stated or overstated.

4. Retail or wholesale value. The lessor may
choose either a retail or a wholesale value in
estimating the value of the leased property
at termination, provided that choice is con-
sistent with the lessor’s general practice or
intention when determining the value of the
property at the end of the lease term.

5. Labelling estimates. Generally, only the
particular disclosure for which the exact in-
formation is unknown is labelled as an esti-
mate. However, when several disclosures are
affected because of the unknown informa-
tion, the lessor has the option of labelling as
an estimate either every affected disclosure
or only the disclosure primarily affected.

6. Understating the estimated value. In non-
purchase-option leases, the lessor may not
use a value lower than that indicated by the
best information available when disclosing
the estimated value of leased property at the
end of the lease term under §213.4(g)(15).

4(e) Effect of subsequent occurrence.

1. Subsequent occurrences. Examples of sub-
sequent occurrences include:

*« A change from a monthly to a weekly
payment schedule.

¢« The addition of insurance or a security
interest by the lessor because the lessee has
not performed obligations contracted for in
the lease.

* An increase in official fees or taxes. See
the commentary to §213.4(d).

< An increase in insurance premium or
coverage caused by a change in law.

« Late delivery of an automobile caused by
a strike.

2. Redisclosure. When a disclosure becomes
inaccurate because of a subsequent occur-
rence, the lessor need not make new disclo-
sures unless new disclosures are required
under §213.4(h).

4(g) Specific disclosure requirements.

1. Inapplicable disclosures. The disclosures
required by this section need be made only
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as applicable. Any disclosure not relevant to
a particular transaction may be eliminated
entirely. For example, if the lessor does not
take a security interest, no disclosure is re-
quired under §213.4(g)(9). See the com-
mentary to appendix C.

2. Other required disclosures. The disclosure
statement must include the date and iden-
tify the lessor and the lessee. See the com-
mentary to §213.4(a)(2). The lessor need only
be identified by name; no address is required.

Paragraph 4(g)(1).

1. Multiple-item lease. In a multiple-item
lease, the property may be described in sepa-
rate statements as provided in §213.4(a)(3).

Paragraph 4(g)(2).

1. Itemization not required. The lessor must
disclose one total initial payment amount
and identify the components of this one
amount (for example, capitalized cost reduc-
tion, mechanical breakdown protection, reg-
istration fees). The lessor may, but need not,
disclose the dollar amount of each compo-
nent.

2. Consummation. See the commentary to
§213.2(b).

3. Fees payable upon delivery. This provision
does not apply to fees paid at delivery, when
delivery occurs after consummation. For ex-
ample:

e The lessee agrees to pay registration
fees, sales taxes, and a delivery charge in one
lump sum on the date the automobile is de-
livered, some time after consummation.
None of these charges is an initial payment
under §213.4(g)(2) because they are paid after
consummation of the lease. The registration
fees and sales taxes are disclosed under
§213.4(g)(4), and the delivery charge is dis-
closed as an other charge under §213.4(g)(5).

Paragraph 4(g)(3).

1. Itemization not required. Section
213.4(g)(3) does not require the lessor to item-
ize the components of the periodic payments.
Some of the components must be disclosed
separately if their disclosure is required by
other provisions of the regulation, such as
official fees and lessee’s insurance.

2. Periodic payments. The phrase number,
amount, and due dates or periods of payments
requires the disclosure of all payments made
periodically. The disclosed payments must
include all amounts, such as maintenance
and insurance charges, that are paid periodi-
cally. In addition, the lessor must disclose
the total of such periodic payments. In an
open-end lease, however, the lessor may dis-
close as the total of periodic payments the
sum of the scheduled periodic payments re-
ferred to in §213.2(a)(17). See the com-
mentary to §213.2(a)(17).

Paragraph 4(g)(4).

1. Taxes. Taxes that are included in the
value at consummation are not disclosed
pursuant to this paragraph. See the com-
mentary to §213.2(a)(18).

Paragraph 4(g)(5).
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1. Coverage. Section 213.4(g)(5) requires the
disclosure of charges that are anticipated by
the parties as incident to the normal oper-
ation of the lease agreement. It does not re-
quire disclosure of charges that are imposed
when the lessee terminates early or fails to
abide by the lease agreement, such as
charges for:

« Late payment.

¢ Default.

« Early termination.

« Deferral of payments.

« Extension of the lease.

2. Form of disclosure. Although the disclo-
sure of an other charge or the total of all
other charges must be clear and conspicuous,
the lessor need not use the specific terminol-
ogy other charge. Moreover, the regulation
does not impose a location requirement for
the disclosure of other charges. For example:

« A lessor has a single other charge, which
is a disposition fee of $100. The lessor may
disclose the disposition fee with related dis-
closures about early or scheduled termi-
nation. It may but need not repeat the
charge as a total with the label of other
charge or show a total of other charges.

3. Relationship to other provisions. The other
charges mentioned in §213.4(g)(5) are charges
that are not required to be disclosed under
another provision of §213.4(g). For example:

« A delivery charge that is paid after con-
summation is disclosed as an other charge. A
delivery charge that is paid at consumma-
tion, however, is disclosed as part of the
total initial charges under §213.4(g)(2), not as
an other charge.

« Occasionally, the price of a mechanical
breakdown protection (MBP) contract is dis-
closed as an other charge. More often, the
price of MBP is reflected in the periodic pay-
ment disclosure under §213.4(g)(3), in which
case it is not disclosed as an other charge. In
states where MBP is regarded as insurance,
however, the cost should be disclosed in ac-
cordance with §213.4(g)(6), not as an other
charge. See the commentary to §213.4(g)(6).

4. Lessee liabilties at the end of the lease term.
Liabilities that the lease imposes upon the
lessee at the end of the scheduled lease term
and that must be disclosed include, but are
not limited to, disposition and pick-up
charges.

Paragraph 4(g)(6).

1. Lessor’s insurance. Insurance that is pur-
chased by the lessor primarily for its own
benefit, and that is absorbed as a business
expense and not separately charged to the
lessee, need not be disclosed under
§213.4(g)(6) even if it provides an incidental
benefit to the lessee.

2. Mechanical breakdown protection. Wheth-
er mechanical breakdown protection (MBP)
purchased in conjunction with a lease should
be treated as insurance is determined by
state or other applicable law. In states that
do not treat MBP as insurance, the lessor
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need not make §213.4(g)(6) disclosures. The
lessor may, however, disclose the §213.4(g)(6)
information in such cases in accordance with
the additional information provision in
§213.4(b).

Paragraph 4(g)(7).

1. Brief identification. The statement identi-
fying warranties may be brief. For example,
manufacturer’s warranties may be identified
simply by a reference to the standard manu-
facturer’s warranty.

2. Warranty disclaimers. Although a dis-
claimer of warranties is not required by the
regulation, the lessor may give a disclaimer
as additional information in accordance with
§213.4(b).

3. State law. Whether an express warranty
or guaranty exists is determined by state or
other applicable law.

Paragraph 4(g)(8).

1. Standards for wear and use. The lessor is
permitted, but not required, to set standards
for wear and use (such as excess mileage).
The disclosure may be omitted by lessors
that do not set such standards. See the com-
mentary to §213.4(g)(15).

Paragraph 4(g)(9).

1. Disclosable security interests. See
§213.2(a)(15) and accompanying commentary
to determine what security interests must be
disclosed.

Paragraph 4(g)(10).

1. Collection costs. The automatic imposi-
tion of collection costs or attorney fees upon
default must be disclosed under §213.4(g)(10).
Collection costs or attorney fees that are not
imposed automatically, but are contingent
upon expenditure of amounts in conjunction
with a collection proceeding or upon the em-
ployment of an attorney to effect collection,
need not be disclosed.

2. Charges for early termination. When de-
fault is a condition for early termination of
a lease, default charges must also be dis-
closed under §213.4(g)(12). The §213.4(g)(10)
and (12) disclosures may be combined. Exam-
ples of combined disclosures are provided in
the model lease disclosure forms in appendix
C.

3. Simple-interest leases. In a simple-interest
accounting lease, the additional lease charge
that accrues on the lease balance when a
periodic payment is made after the due date
does not constitute a penalty or other charge
for late payment. Similarly, continued ac-
crual of the lease charge after termination of
the lease because the lessee fails to return
the leased property does not constitute a de-
fault charge. In either case, if the additional
charge accrues at a rate higher than the nor-
mal lease charge, the lessor must disclose
the amount of or the method of determining
the additional charge under §213.4(g)(10).

4. Extension charges. Extension charges
that exceed the lease charge in a simple-in-
terest accounting lease or that are added
separately are disclosed under §213.4(g)(10).
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5. Reasonableness of charges. Penalties or
other charges for delinquency, default, or
early termination may be specified in the
lease but only in an amount that is reason-
able. Section 183(b) of the Act sets forth the
standards for determining a reasonable pen-
alty or charge.

Paragraph 4(g)(11).

1. Mandatory disclosure of no purchase op-
tion. Although generally the lessor need only
make the specific required disclosures that
apply to a transaction, it must disclose af-
firmatively that the lessee has no option to
purchase the leased property when the pur-
chase option is inapplicable.

2. Existence of purchase option. Whether a
purchase option exists is determined by state
or other applicable law. The lessee’s right to
submit a bid to purchase property at termi-
nation of the lease is not an option to pur-
chase under §213.4(g)(11) if the lessor is not
required to accept the lessee’s bid and the
lessee does not receive preferential treat-
ment.

3. Purchase option fees. A purchase option
fee must be disclosed under this paragraph
unless the lessor discloses the fee under
§213.4(g)(5) as an other charge.

Paragraph 4(g)(12).

1. Default. When default is also a condition
for early termination of a lease, default
charges must be disclosed under this para-
graph. See the commentary to §213.4(g)(10).

2. Lessee’s liability at early termination.
When the lessee is liable for the difference
between the unamortized capitalized cost
and the realized value at early termination,
the amount or the method of determining
the amount of the difference must be dis-
closed under this paragraph.

3. Reasonableness of charges. Penalties or
other charges for delinquency, default, or
early termination may be specified in the
lease but only in an amount that is reason-
able. Section 183(b) of the Act sets forth the
standards for determining a reasonable pen-
alty or charge.

Paragraph 4(g)(14).

1. Disclosure inapplicable. When the lessee is
liable at the end of the lease term or at early
termination for unreasonable wear or use
but not for the estimated value of the leased
property, the lessor need not disclose the les-
see’s right to an independent appraisal. For
example:

¢« The automobile lessor may reasonably
expect a lessee to return an undented car
with four good tires at the end of the lease
term. Even though it holds the lessee liable
for the difference between a dented car with
bald tires and the value of a car in reason-
ably good repair, the lessor is not required to
disclose the lessee’s appraisal right.

2. Lessor’s appraisal. The lessor may obtain
an appraisal of the leased property to deter-
mine its realized value. Such an appraisal,
however, is not the one addressed in section
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183(c) of the Act, and the lessor still must
disclose the lessee’s independent right to an
appraisal under §213.4(g)(14).

3. Time restriction on appraisal. Neither the
Act nor the regulation specifies any time pe-
riod in which the lessee must exercise the
appraisal right. The lessor may require a les-
see to obtain the appraisal within a reason-
able time after termination of the lease. The
regulation does not define what is a reason-
able time.

Paragraph 4(g)(15).

1. Coverage. The disclosure under Para-
graph 4(g)(15) limiting the lessee’s liability
for the value of the leased property does not
apply at early termination.

2. Total lease obligation. The requirement
that the total lease obligation be itemized is
satisfied by disclosing the 3 components in
the definition of total lease obligation in
§213.2(a)(17) with their corresponding
amounts. The lessor may cross-reference the
individual components disclosed elsewhere in
the lease disclosure statement, as done in ap-
pendix C-1.

3. Taxes. Taxes included in the value at
consummation are included in the total
lease obligation. Taxes not included in the
value at consummation may, but need not,
be included in the total lease obligation at
the lessor’s option. See the commentary to
§213.2(a)(18).

4. Leases with a minimum term. If a lease has
an alternative minimum term, the
§213.2(g)(15) disclosures governing the liabil-
ity limitation are not applicable for the min-
imum term. See the commentary to
§213.4(a).

5. Average payment allocable to a monthly pe-
riod. The phrase average payment allocable to
a monthly period is based on the periodic pay-
ment used to compute the total lease obliga-
tion. See the commentary to §213.2(a)(17).

6. Charges not subject to rebuttable presump-
tion. The limitation on liability applies only
to liability that is based on the estimated
value of the property at the end of the lease
term. The lessor also may recover additional
charges from the lessee at the end of the
lease term. Examples of such additional
charges include:

« Disposition charges.

« Excess mileage charges.

« Late payment and default charges.

< Amounts by which the unamortized cap-
italized cost exceeds the estimated residual
value that have accrued in simple interest
accounting leases because the lessee has
made late payments.

4(h) Renegotiations or extensions.

1. General coverage. Section 213.4(h) applies
only to existing leases that were covered by
the requirements of the regulation or pre-
vious Regulation Z. It therefore does not
apply to the renegotiation or extension of
leases with an initial term of 4 months or
less, because such leases are not covered by
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the definition of lease in
§213.2(a)(6).

2. Renegotiation defined. A renegotiation oc-
curs when an existing consumer lease is sat-
isfied and replaced by a new lease under-
taken by the same lessee. A renegotiation is
a new lease requiring new disclosures.
Whether and when a lease is satisfied and re-
placed by a new lease is determined by state
or other applicable law.

3. Renegotiation exceptions. The following
events are not renegotiations even if they
are accomplished by satisfying and replacing
an existing lease:

« A substitution of leased property in a
multiple-item lease, provided the average
payment is not changed by more than 25 per-
cent.

« A reduction in the lease charge.

* A substitution of leased property with
property that has a substantially equivalent
or greater economic value, provided no other
lease terms are changed.

4. Extension defined. An extension is any
continuation of an existing consumer lease
beyond the originally scheduled termination
date, but only if the continuation is not the
result of a renegotiation. The continuation
must be agreed to by both the lessor and the
lessee. An extension that exceeds 6 months is
a new lease requiring new disclosures.

5. Time of extension disclosures. If a
consumer lease is extended for a specified
term greater than 6 months, new disclosures
are required at the time the extension is
agreed to. If the lease is extended on a
month-to-month basis and exceeds 6 months,
new disclosures are required at the com-
mencement of the seventh month. If a
consumer lease is extended for several terms,
one of which will exceed 6 months beyond
the originally scheduled termination date of
the lease, new disclosures are required at the
commencement of the term that will exceed
6 months beyond the originally scheduled
termination date.

6. Inapplicable disclosures. Disclosures that
are inapplicable to the terms of a renegoti-
ation or extension need not be given. For ex-
ample:

¢ If the term for which extension disclo-
sures are given is 1 month and the lessee will
pay no official fees and taxes during that
month, no disclosure of those amounts is
necessary.

« If a renegotiation involves no initial
charges, no disclosure of initial charges is
necessary.

7. Court proceedings. No disclosures are re-
quired if a renegotiation or extension results
from an agreement involving a court pro-
ceeding.

8. Deferrals. No disclosures are required if
one or more payments are deferred, whether
or not a fee is charged.

consumer
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9. Assumptions. No disclosures are required
when a consumer lease is assumed by an-
other person, whether or not an assumption
fee is charged.

References

Statute: Sections 102(b), 121, 122, 124, 182,
and 183.

Other sections: Sections 213.2, 213.5, and
213.7 and appendix C.

Previous regulation: Sections 226.6 and
226.15.

1981 changes: Although reorganized, the

disclosure requirements are substantially
the same as the previous requirements. The
sole amendment implements section 121 of
the Truth in Lending Act pertaining to mul-
tiple lessors and lessees.

Section 213.5—Advertising

5(a) General rule.

1. Persons covered. All persons must comply
with the advertising provisions in this sec-
tion, not just those that meet the definition
of lessor in §213.2(a)(8). Thus, automobile
dealers, merchants, and others who are not
themselves lessors must comply with the ad-
vertising provisions of the regulation if they
advertise consumer lease transactions. The
owner and personnel of the medium in which
an advertisement appears or through which
it is disseminated, however, are not subject
to civil liability for violations under section
184(b) of the act.

2. Usually and customarily. Section 213.5(a)
is not intended to prohibit the advertising of
a single item or the promotion of new leas-
ing programs, but to bar the advertising of
terms that are not and will not be available.
Thus, an advertisment may state terms that
will be offered for only a limited period or
terms that will become available at a future
date.

5(b) Catalogs and multipage advertisements.

1. General rule. The multiple-page adver-
tisements to which §213.5(b) refers are adver-
tisements consisting of a numbered series of
pages—for example, a supplement to a news-
paper. A mailing comprised of several sepa-
rate flyers or pieces of promotional material
in a single envelope is not a single multiple-
page advertisement.

2. Cross-references. A multiple-page adver-
tisement is a single advertisement (requiring
only one set of lease disclosures) if it con-
tains a table, chart, or schedule clearly stat-
ing sufficient information for the reader to
determine the disclosures required under
§213.5(c) (1) through (5). If one of the trigger-
ing terms listed in §213.5(c) appears on an-
other page of the catalog or multiple-page
advertisement, that page must clearly refer
to the specific page where the table, chart,
or schedule begins.

5(c) Terms that require additional informa-
tion.

Pt. 213, Supp. |

1. Clear and conspicuous standard. Section
213.5(c) prescribes no specific rules for the
format of the necessary disclosures. The
terms need not be printed in a certain type
size and need not appear in any particular
place in the advertisement.

2. Triggering terms. Whenever certain trig-
gering terms appear in lease advertisements,
the additional terms enumerated in §213.5(c)
(1) through (5) must also appear. An example
of one or more typical leases with a state-
ment of all the terms applicable to each may
be used. The additional terms must be dis-
closed even if the triggering term is not stat-
ed explicitly, but is readily determinable
from the advertisement. For example, if an
advertisement states a 5-year lease term
with monthly payments, the number of re-
quired payments—a triggering term—is read-
ily apparent.

5(d) Multiple-item leases; merchandise tags.

1. Merchandise tags. Section 213.5(d) pro-
vides a method for using merchandise tags
without including all the required disclo-
sures on the tags. As an alternative to this
disclosure method, a merchandise tag may
state all the necessary terms on one or both
sides of the tag. If the terms are on both
sides of the tag, both sides must be acces-
sible to the consumer.

References

Statute: Sections 105(a) and 184.

Other sections: Sections 213.2(a) (2) and (6).

Previous regulation: Sections 226.10 (a), (b),
(9), and (h).

1981 changes: None.

Section 213.6—Preservation and Inspection of
Evidence of Compliance

1. Preservation methods. Lessors must retain
evidence that they performed required ac-
tions as well as made required disclosures.
Adequate evidence of compliance does not
require actual paper copies of disclosure
statements or other business records. The
evidence may be retained on microfilm,
microfiche, or by any other method designed
to reproduce records accurately (including
computer programs). The lessor need retain
only enough information to reconstruct the
required disclosures or other records.

References

Statute: Section 105(a)

Previous regulation: Section 226.6(i)

1981 changes: A uniform 2-year record-re-
tention rule replaces the previous require-
ment that records be retained through at
least one compliance examination.

Section 213.7—Inconsistent State Requirements

1. Procedures. Only states (through their
authorized officials) may request and receive
determinations on inconsistency. The proce-
dures for requesting a Board determination
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on inconsistency are contained in Appendix
B.

2. Inconsistent state disclosures. A lessor
that chooses to make inconsistent state dis-
closures must do so in the manner prescribed
by §213.4(b).

References

Statute: Sections 111(a)(1) and 186(a).

Other sections: Sections 213.2(a)(16) and
213.4(b) and appendix B.

Previous regulation: Section 226.6(b)(3).

1981 changes: None.

Section 213.8—Exemption of Certain State-
Regulated Transactions

1. Classes eligible. The state determines the
classes of transactions for its exemption and
makes its application for those classes.
Classes might be, for example, all auto-
mobile leases or all leases in which the lessor
is a bank.

2. Substantial similarity. The substantially
similar standard requires that state statutory
or regulatory provisions and state interpre-
tations of those provisions must be generally
the same as the federal act and the regula-
tion. A state will be eligible for an exemp-
tion even if its law covers classes of trans-
actions not covered by the federal law. For
example, if a state’s law covers leases for ag-
ricultural purposes, this will not prevent the
Board from granting an exemption for
consumer leases, even though leases for agri-
cultural purposes are not covered by the fed-
eral law.

3. Adequate enforcement. The standard re-
quiring adequate provision for enforcement
generally means that appropriate state offi-
cials are authorized to enforce the state law
through procedures and sanctions com-
parable to those available to federal enforce-
ment agencies.

References

Statute: Sections 111(a)(2) and 186(b).

Other sections: Sections 213.2(a)(16) and
213.4(b) and Appendix A.

Previous regulation: Section 226.6(b)(3).

1981 changes: None.

APPENDIX A—PROCEDURES AND CRITERIA FOR
STATE EXEMPTIONS

References

Statute: Section 186(b).

Other sections: Section 213.8.

Previous regulation: Section 226.80 (Supple-
ment VI, Section I).

1981 changes: None.
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APPENDIX B—PROCEDURES AND CRITERIA FOR
BOARD DETERMINATION REGARDING PREEMP-
TION

References:

Statute: Section 186(a).

Other sections: Section 213.7.

Previous regulation: Section 226.80 (Supple-
ment VI, Section II).

1981 changes: None.

APPENDIX C—MODEL FORMS

1. Permissible changes. Although use of the
model forms is not required, lessors using
them properly will be deemed to be in com-
pliance with the regulation. Lessors may
make certain changes in the format or con-
tent of the forms and may delete any disclo-
sures that are inapplicable to a transaction
without losing the act’s protection from li-
ability. The changes to the model forms may
not be so extensive as to affect the sub-
stance, clarity, or meaningful sequence of
the forms. Examples of acceptable changes
include:

« Using the first person, instead of the sec-
ond person, in referring to the lessee.

¢ Using lessee, lessor, or names instead of
pronouns.

« Rearranging the sequence of the disclo-
sures.

« Incorporating certain state plain English
requirements.

« Deleting inapplicable disclosures by
whiting out, blocking out, filling in N/A (not
applicable) or O, crossing out, leaving
blanks, checking a box for applicable items,
or circling applicable items. (This should
permit use of multi-purpose standard forms.)

« Adding language or symbols to indicate
estimates.

2. Model open-end or finance vehicle lease dis-
closures. Model C-1 is designed for an open-
end or finance lease of a vehicle. An open-end
or finance lease is one in which the lessee’s
liability at the end of the lease term is based
on the difference between the estimated
value of the leased property and its realized
value. Section 213.4(g)(15)(i) requires disclo-
sure of an itemized total lease obligation for
such leases. To facilitate this disclosure,
Model C-1 divides the initial charges (item 3)
into two categories: Those that are included
in the total lease obligation and those that
are not. The amount of the monthly pay-
ment (item 4) is similarly divided. This for-
mat permits the components of the total
lease obligation (item 11) to be disclosed sim-
ply by cross-reference to the previous items.
See the commentary to §213.2(a)(17). The in-
clusion of taxes in the basic monthly pay-
ment disclosure (mentioned in the instruc-
tions to item 4(a)) is not mandatory in all
cases. See the commentary to §213.4(g)(15).
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3. Model closed-end or net vehicle lease disclo-
sures. Model C-2 is designed for a closed-end
or net lease of a vehicle. A closed-end or net
lease is one in which the lessee’s liability at
the end of the lease term is not based on the
difference between the estimated value of
the leased property and its realized value.
Item 13(c) is included for those closed-end ve-
hicle leases in which the lessee’s liability at
early termination is based on the vehicle’s
estimated value. See §213.4(g)(14).

4. Model furniture lease disclosures. Model C-
3 is a closed-end lease disclosure statement
designed for a typical furniture lease. It does
not include a disclosure of the appraisal
right at early termination that is required
under §213.4(g)(14) because few closed-end
furniture leases base the lessee’s liability at
early termination on the estimated value of
the leased property. The disclosure may be
added, if it is applicable, without loss of the
form’s protection from civil liability.

References
Statute: Sections 105, 130, and 185.
Previous regulation: Sections 226.1501,

226.1502, and 226.1503.

1981 changes: References in the instructions
to the previous regulations have been de-
leted.

APPENDIX D—FEDERAL ENFORCEMENT
AGENCIES

References

Statute: Section 108.
Previous regulation: Appendix E.
1981 changes: None.

(15 U.S.C. 1640(f))
[47 FR 20554, May 13, 1982]

PART 214—RELATIONS WITH FOR-
EIGN BANKS AND BANKERS
(REGULATION N)

REGULATIONS

Sec.

214.1 Scope of part.

214.2 Information to be furnished to the
Board.

214.3 Conferences and negotiations with for-
eign banks, bankers, or States.

214.4 Agreements with foreign banks, bank-
ers, or States, and participation in for-
eign accounts.

214.5 Accounts with foreign banks.

214.6 Amendments.

AUTHORITY: 12 U.S.C. 248, 348a, 358, 632.

SOURCE: Reg. N, 8 FR 17290, Dec. 24, 1943,
unless otherwise noted.

§214.3

REGULATIONS

§214.1 Scope of part.

Pursuant to the authority conferred
upon it by section 14 of the Federal Re-
serve Act, as amended (40 Stat. 235, 48
Stat. 181; 12 U.S.C. 358, 348a), and by
other provisions of law, the Board of
Governors of the Federal Reserve Sys-
tem prescribes the following regula-
tions governing relationships and
transactions between Federal Reserve
Banks and foreign banks or bankers or
groups of foreign banks, or bankers, or
a foreign State as defined in section
25(b) of the Federal Reserve Act (55
Stat. 131; 12 U.S.C. 632).

§214.2 Information to be furnished to
the Board.

In order that the Board of Governors
of the Federal Reserve System may
perform its statutory duty of exercis-
ing special supervision over all rela-
tionships and transactions of any kind
entered into by any Federal Reserve
Bank with any foreign bank or banker
or with any group of foreign banks or
bankers or with any foreign State,
each Federal Reserve Bank shall
promptly submit to the Board of Gov-
ernors of the Federal Reserve System
in writing full information concerning
all existing relationships and trans-
actions of any kind heretofore entered
into by such Federal Reserve Bank
with any foreign bank or banker or
with any group of foreign banks or
bankers or with any foreign State and
copies of all written agreements be-
tween it and any foreign bank or bank-
er or any group of foreign banks or
bankers or any foreign State which are
now in force, unless copies have here-
tofore been furnished to the Board.
Each Federal Reserve Bank shall also
keep the Board of Governors of the
Federal Reserve System promptly and
fully advised of all transactions with
any foreign bank or banker or with any
group of foreign banks or bankers or
with any foreign State, except trans-
actions of a routine character.

§214.3 Conferences and negotiations
with foreign banks, bankers, or
States.

(a) Without first obtaining the per-
mission of the Board of Governors of
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