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Official Staff Commentary 
on Regulation M

INTRODUCTION
1. Official status. T h is com m en ta ry  is the  ve­
h ic le  by w h ich  the  sta ff o f  the  D iv is io n  o f  
C on su m er and C o m m u n ity  A ffairs o f  th e  F ed ­
eral R eserve B oard  issu es official sta ff in ter­
p retation s o f  R eg u la tio n  M , effective A p ril 1,
1981. G o o d  fa ith  co m p lia n ce  w ith  th is c o m ­
m entary affords p rotection  from  liab ility  u n ­
der sectio n  1 3 0 (f)  o f  the  T ruth  in  L end in g  
A c t (1 5  U S C  1 6 4 0 ). S ection  1 3 0 (f)  p rotects  
lessors from  civ il liab ility  for any act d on e  or  
om itted  in goo d  fa ith  in  con fo rm ity  w ith  any  
in terp retation  issu ed  by a d u ly  a u th orized  offi­
cia l or em p lo y ee  o f  th e  F ed era l R eserve  
System .

2. Procedures for requesting interpretations. 
U n d er  sectio n  2 1 3 .1 (d )  o f  the  regu lation , 
a n yon e m ay request an official sta ff in terpreta­
tion . In terp retations that are ad op ted  w ill be 
incorp orated  in th is  com m en tary  fo llo w in g  
p u b lication  in the  Federal Register. N o  official 
sta ff in terp retation s are exp ected  to  be issued  
oth er  than  by m ean s o f  th is com m entary .

3. Status o f previous interpretations. A ll sta te­
m en ts and op in io n s issu ed  by the  F ed era l R e­
serve B oard  and its sta ff in terpreting  previous  
R egu la tio n  Z  rem ain  effective u n til O ctob er 1,
1982, o n ly  insofar as they  interpret that regu ­
la tion . W h en  co m p lia n ce  w ith  R egu la tion  M  
b eco m es m and atory  on  O ctob er 1, 1982, the  
B oard and staff in terp retation s o f  the  previous  
R egu la tion  Z  leasin g  p rov ision s w ill be en tire­
ly superseded  by R egu la tion  M  and th is c o m ­
m entary, excep t w ith  regard to  liab ility  under  
the  p rev iou s regu lation .

4. Rules o f construction, (a )  L ists that appear  
in the  com m en ta ry  m ay be exh a u stiv e  or  
illustrative; th e  appropriate co n stru ction  
sh ou ld  be clear  from  th e co n tex t. In m ost  
cases, illu stra tive  lists are in trodu ced  by  
phrases su ch  as “ in clu d in g , but not lim ited  
to ,” “a m on g  o th er  th in g s ,” “ for ex a m p le ,” 
or “ such  a s .”
(b )  T h ro u g h o u t the  com m en tary  and reg­
u lation , reference to  the regu lation  sh ou ld  
be con stru ed  to  refer to  R egu la tion  M , u n ­

less th e  co n tex t in d ica tes th a t a reference to  
p reviou s R eg u la tio n  Z  (1 2  C F R  2 2 6 )  is 
a lso  in tended .
( c )  T h ro u g h o u t th e  com m en tary , refer­
en ce  to  “ th is se c tio n ” or “ th is paragraph” 
m ean s th e  sectio n  or paragraph in the  regu ­
la tion  that is the  subject o f  the  co m m en t.

5. Comment designations. E ach  co m m e n t in  
the  com m en ta ry  is id entified  by a num ber and  
th e  regu latory  sectio n  or paragraph that it in ­
terprets. T h e  co m m e n ts  are d esign ated  w ith  as 
m uch  sp ec ific ity  as p ossib le  a ccord in g  to  the  
particu lar regu latory  p rovision  addressed . F or  
exam p le, so m e o f  the  co m m e n ts to  sectio n  
2 1 3 .4 (a )  are further d iv id ed  by subparagraph, 
su ch  as co m m e n t 4 ( a )  (1 ) -1  and co m m en t  
4 ( a )  ( l ) - 2 .  In o th er  cases, co m m e n ts have  
m ore general ap p lica tion  and  are design ated , 
for exam p le , as co m m e n t 4 ( a ) - l .  T h is  in tro ­
d u ctio n  m ay be c ited  as co m m e n ts  1-1 
th rou gh  1-6. T h e  ap p en d ixes m ay be c ited  as 
co m m e n ts  app. C - l  and app. C -2.

6. Cross-references. T h e fo llo w in g  cross-refer­
en ces to  related  m ateria l appear at th e  end  o f  
each  sectio n  o f  th e  com m entary: (a )  “ S ta t­
u te”— th o se  sectio n s o f  the  T ruth  in L end in g  
A c t on  w h ich  th e  regu latory  provision  is 
based; ( b )  “O ther se c tio n s”— other p rov i­
sio n s in th e  regu lation  n ecessary  to  u n d er­
stand  that section ; ( c )  “ P rev iou s regu ­
la tio n ”— p arallel p rov ision s in p rev iou s  
R egu la tion  Z; and  ( d )  “ 1981 ch a n g es”— a 
b rie f d escrip tion  o f  the  m ajor regu latory  
ch an ges m ade w h en  the  leasin g  rules w ere  
m o v ed  from  p rev iou s R eg u la tio n  Z  to  R eg u la ­
tion  M .

SECTION 213.1—General Provisions
1. Foreign applicability. R egu la tion  M  app lies  
to  all p ersons ( in c lu d in g  b ranches o f  foreign  
banks or leasin g  com p a n ies loca ted  in the  
U n ited  S ta tes) that offer co n su m er leases to  
residents ( in c lu d in g  resident a lien s)  o f  any  
sta te  as defined  in sectio n  2 1 3 .2 ( a ) ( 1 6 ) .  T h e  
regu lation  d oes n o t app ly  to  a foreign  branch  
o f  a U .S . bank or leasin g  com p a n y  leasin g  to  a
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§213.1 Regulation M Official Staff Com m entary

U .S . c itizen  resid ing or v isitin g  abroad or to  a 
foreign  n ation al abroad.

2. Issuance o f  sta ff interpretations. T h is c o m ­
m en tary  is th e  m eth o d  by w h ich  th e  sta ff pro­
v id es in terp retation s that afford form al p ro­
tectio n  under sectio n  1 3 0 (f)  o f  the  act. T h is  
co m m en ta ry  m ay be am en ded  p eriod ica lly .

References
Statute: §§ 1 0 2 (b ) , 105, and 1 3 0 ( 0  
Previous regulation: § 226.1  
1981 changes: N o n e

SECTION 213.2—Definitions and Rules 
of Construction

2(a) Definitions

2(a)(2) “Advertisement”

1. Coverage. O n ly  com m ercia l m essages that  
p ro m o te  con su m er  lease tran saction s requir­
ing d isc losu res are ad vertisem en ts. M essages  
in v itin g , offering, or o th erw ise  a n n ou n cin g  
gen era lly  to  p rosp ective  cu sto m ers the  ava il­
ab ility  o f  con su m er  leases, w h eth er  in v isual, 
oral, or print m ed ia , are covered  by the  defin i­
tion . T h e  list o f  exam p les in the  defin ition  is 
not exhaustive; te lep h o n e  so lic ita tio n s and let­
ters sent to  cu sto m ers as part o f  an organ ized  
so lic ita tio n  o f  b u sin ess, for exam p le, are a lso  
ad vertisem en ts. T h e  term  d o es not in c lu d e the  
fo llow in g:

• D irect personal co n ta cts , su ch  as fo llo w ­
up letters, co st estim ates for in d iv id u al les­
sees, or oral or w ritten  co m m u n ica tio n s re­
la tin g  to  th e  n egotia tion  o f  a specific  
tran saction

• In form ation a l m ateria l d istributed  on ly  to  
b u sin esses

• N o tic e s  required by federal or sta te law , if  
the  law  m and ates that specific  in form ation  
be d isp layed  and o n ly  th e  in form ation  so  
m and ated  is in clu d ed  in the  n otice

• N e w s articles, the  use o f  w h ich  is c o n ­
tro lled  by th e  n ew s m ed ium

• M arket research  or ed u cation a l m ateria ls  
th a t d o  n ot so lic it  business

2. Persons covered. See th e  com m en tary  to  
sectio n  2 1 3 .5 (a ) .

2(a)(4) “Arrange fo r Lease o f  Personal 
Property”

1. General. T h e  defin ition  o f  lessor in section  
2 1 3 .2 ( a ) ( 8 )  in c lu d es on e  w h o , in  the  ord i­
nary cou rse  o f  b u sin ess, regu larly  arranges for 
the  leasin g  o f  personal property. F o r  exam ple:

• A n  au to m o b ile  dea ler w h o , pursuant to  a 
b u sin ess rela tion sh ip , co m p letes the  n eces­
sary lease agreem en t before forw ard ing  it 
to  th e  leasin g  co m p a n y  ( to  w h o m  the o b li­
g a tion  is payab le on  its fa ce) for ex ecu tion  
is “ arran gin g” for th e  lease.

• A n  a u to m o b ile  d ealer w h o , rece iv in g  no  
fee for the  serv ice, refers a cu sto m er  to  a 
leasin g  co m p a n y  th at w ill prepare all rele­
vant co n tra ct d o cu m e n ts is n o t “ arrang­
in g ” for the  lease.

2. Multiple lessors. See th e  com m en tary  to  
sectio n  2 1 3 .4 ( c ) .

3. Consideration. T h e  term  “oth er  con sid era ­
tio n ” refers to  an actu a l p aym en t co rresp on d ­
ing to  a fee or sim ilar  co m p en sa tio n . It d oes  
n o t refer to  in tan g ib le  benefits, su ch  as th e  ad ­
van tage o f  in creased  b u sin ess, that m ay flow  
from  th e re la tion sh ip  b etw een  th e  parties.

2(a)(6) “Consum erLease”

1. Primary purposes. A  lessor  m ust d eterm in e  
in each  case  i f  th e  leased  property  w ill be used  
p rim arily  for personal, fam ily , or h ou seh o ld  
purposes. I f  so m e q u estion  ex ists  as to  the  pri­
m ary pu rp ose for a lease, th e  lessor is, o f  
cou rse, free to  m ake the  d isc losu res, and the  
fact that d isc lo su res are m ade in su ch  c ircu m ­
stan ces is not co n tro llin g  on  the  q u estion  o f  
w h eth er the  tran saction  w as exem p t. T h e  pri­
m ary p urpose o f  a lease is gen era lly  d eter­
m ined  before or at co n su m m a tio n , and a su b ­
sequ en t ch a n g e  in prim ary u sage is govern ed  
by sectio n  2 1 3 .4 ( e ) .

2. Period o f  time. T o  be a con su m er  lease, the  
in itia l term  o f  the  lease m ust be m ore than  
four m on th s. T h u s, a lease o f  p ersonal p roper­
ty  for four m on th s, three m o n th s or on  a 
m o n th -to -m o n th  or w eek -to -w eek  basis (ev en  
th ou gh  the  lease actu a lly  ex ten d s b eyon d  four
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Regulation M Official Staff Com m entary §213.2

m o n th s) is n ot a co n su m er lease and is n ot 
subject to  the  d isc losu re  requ irem ents o f  the  
regu lation . A  lease w ith  a p en a lty  for ca n ce l­
lin g  d uring the  first four m o n th s is con sid ered  
to  have a term  o f  m ore than  four m on th s. A  
m o n th -to -m o n th  or w eek -to -w eek  ex ten sion  o f  
a lease that w as orig in a lly  for four m o n th s or  
less is n o t a co n su m er lease, even  i f  the  ex ten ­
sion  actu a lly  lasts for m ore than  four m onth s. 
F or exam p le , a th ree-m on th  lease ex ten d ed  on  
a m o n th -to -m o n th  basis and term in ated  after  
on e year d oes n o t require con su m er  lease  
d isclosu res.

3. Organization. A  con su m er  lease d oes not 
in clu d e a lease m ade to  an organ iza tion , as 
defined  in section  2 1 3 .2 ( a ) ( 9 ) .  A  lease to  an  
organ iza tion  is ou ts id e  th e  requ irem ents o f  the  
regu lation  even  i f  the  property  is u sed  (b y  an 
em p loyee , for ex a m p le )  p rim arily  for p erson ­
al, fam ily , or h ou seh o ld  purposes. L ik ew ise, a 
lease m ade to  an organ iza tion  is n ot a c o n ­
su m er lease even  if  it is guaranteed  by or su b ­
sequ en tly  assign ed  to  a natural person.

4. Credit sale. A  lease that m eets the  defin i­
tion  o f  a cred it sa le  in R egu la tion  Z , 12 C F R  
2 2 6 .2 ( a ) ( 1 6 ) ,  is n o t a co n su m er lease. R e g u ­
la tion  Z  defines a cred it sa le , in part, as—

a bailment or lease (unless terminable without pen­
alty 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 services involved; 
and
(ii) Will become (or has the option to become), 
for no additional consideration or for nominal 
consideration, the owner of the property upon 
compliance with the agreement.

5. Safe deposit boxes. A  lease o f  a safe dep osit  
b ox is n o t a con su m er  lease for p u rp oses o f  
th is regu lation .

6. Leases o f  personal property incidental to a 
service. T h e  fo llo w in g  leases o f  personal prop ­
erty that are in cid en ta l to  serv ices are not c o n ­
su m er leases subject to  the  requ irem ents o f  the  
regulation:

• H o m e en terta in m en t system s requiring the  
con su m er  to  lease equ ipm ent that enab les  
a te lev ision  to  receive th e  transm itted  
program m ing

• B urglar alarm  system s requiring the  in sta l­
la tion  o f  leased  eq u ip m en t that triggers a 
te lep h o n e  call w h en  a h o m e is burglarized

2(a)(7) “Lessee ”

1. Guarantors. G u aran tors are n ot lessees for  
p u rp oses o f  th e  regu lation.

2(a)(8) “Lessor”

1. Assignees. A n  assign ee  m ay be a lessor for  
p u rp oses o f  the  regu lation  in c ircu m sta n ces  
su ch  as th o se  d escribed  in Ford Motor Credit 
Co. v. Cenance, 45 2  U .S . 155, 101 S .C t. 2239  
(1 9 8 1 ) .  In  that case, the  S uprem e C ou rt held  
that an assign ee  w as a cred itor for p u rp oses o f  
prev iou s R eg u la tio n  Z  b ecau se  o f  its su b stan ­
tial in v o lv em en t in  the  cred it tran saction .

2(a)(9) “Organization”

1. Coverage. T h e  term  in c lu d es jo in t ventures  
and p ersons op eratin g  under a b u sin ess nam e.

2(a)(12) “Personal Property”

1. Coverage. W h eth er  p roperty  is con sid ered  
personal prop erty  d ep en d s on  state or o ther  
ap p licab le  law . F or exam p le , a m ob ile  h om e  
or h ou seb o a t m ay be con sid ered  personal 
p roperty  in on e  sta te but real p roperty  in  
another.

2(a)(14) “Realized Value”

1. General. R ea lized  va lu e is n o t a required  
d isc losu re . It refers to  the  va lu e o f  th e  p roper­
ty  at early  term in ation  or at th e  end  o f  the  
lease term . It m ay be eith er  th e  retail or  
w h o lesa le  value. R ea lized  va lu e is relevant 
o n ly  to  leases in w h ich  the  lessee’s liab ility  at 
early  term in ation  or at the  end  o f  th e  lease  
term  is the  d ifference betw een  th e  estim ated  
valu e o f  the  p roperty  and its rea lized  value.

2. Options. Subject to  the  con tract and to  
sta te  or o th er  ap p licab le  law , th e  lessor  m ay  
ch o o se  any o f  the  three m eth o d s for ca lcu la t­
ing th e  rea lized  va lu e in d eterm in in g  th e  le s­
se e ’s liab ility  at the  end  o f  the  lease term  or at 
early term in ation . I f  the lessor se lls  th e  p rop ­
erty prior to  m akin g  that d eterm in ation , the  
price received  for the  property  is the  realized  
value. I f  th e  lessor  d o es n o t se ll th e  property
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§213.2 Regulation M Official Staff Com m entary

prior to  m akin g  that d eterm in ation , the  lessor  
m ay ch o o se  eith er the  h igh est offer or th e  fair 
m arket va lu e  as th e  rea lized  value.

3. Exclusions. T h e  realized  va lu e m ay exclu d e  
any am ou n t attributable to  taxes.

4. Disposition charges. D isp o s itio n  charges  
m ay n ot be subtracted  in d eterm in in g  the real­
ized  value. I f  the lessor  ch arges th e  lessee  a fee  
to  co ver  the  d isp o sitio n  exp en ses, the  fee m ust 
be d isc lo sed  at co n su m m a tio n  under section  
2 1 3 .4 ( g ) ( 5 ) .  D isp o s itio n  ch arges m ay be e s ti­
m ated  in a ccord an ce w ith  section  2 1 3 .4 (d ) ,  
and th is d o es n o t prevent th e  lessor from  c o l­
lectin g  the actu al d isp osition  co sts  incurred.

5. Offers. In d eterm in in g  the  h igh est offer for 
d isp o sitio n , th e  lessor need  n ot co n sid er  offers 
that the offeror has w ithd raw n  or is u nab le or  
u n w illin g  to  perform .

6. Appraisals. T h e  lessor  m ay ob ta in  an ap ­
praisal o f  the  leased  property  to  determ in e its 
realized  value. S u ch  an appraisal, h ow ever, is 
not the  on e  addressed  in sectio n  1 8 3 (c )  o f  the  
act and section  2 1 3 .4 (g )  (1 4 ) ;  th o se  p rov i­
sio n s refer to  the  lessee’s right to  an in d ep en ­
d ent p rofessional appraisal.

2(a)(15) “Security Interest”

1. Coverage. T h e  list o f  secu rity  in terests in  
the defin ition  is n o t exh au stive. O ther than  
th o se  listed , o n ly  in terests that are secu rity  in ­
terests under sta te or o th er  ap p licab le law  are 
en com p a ssed  by the  defin ition . F or exam p le, 
any in terest th e  lessor m ay h ave in th e  leased  
property fa lls w ith in  th is defin ition  o n ly  if  it is 
con sid ered  a secu rity  in terest under sta te or  
oth er  ap p licab le law .

2. Disclosable interests. F or  purposes o f  the  
regu lation , a secu rity  in terest is an interest 
taken  by the lessor to  secu re perform ance o f  
the  lessee’s ob ligation . F o r  exam p le , if  a bank  
that is n ot a lessor m akes a loan  to  a leasing  
co m p a n y  and takes a ssign m en ts o f  co n su m er  
leases generated  by that com p a n y  to  secure  
th e  loan , the  b an k ’s secu rity  in terest in the  
le sso r’s receivab les is n ot a secu rity  in terest 
for purposes o f  th is regu lation .

3. Insurance. T h e  le sso r’s right to  in surance  
p roceed s or unearned in su ran ce p rem iu m s is 
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not a secu rity  in terest for p u rp oses o f  th is  
regu lation .

2(a)(17) “Total Lease Obligation”

1. Disclosure. T h e to ta l lease ob liga tion  is d is­
c lo sed  under sectio n  2 1 3 .4 (g )  ( 1 5 )  ( i ) . It is 
relevant o n ly  to  so -ca lled  op en -end  leases in  
w h ich  th e  le ssee ’s liab ility  at th e  end  o f  the  
lease term  is based  on  th e  d ifference betw een  
th e  estim ated  va lu e o f  the  leased  p roperty  and  
its rea lized  value.

2. Periodic payments: disclosure distinguished. 
C ertain  item s th at m ay be paid  period ica lly  
are n ot part o f  th e  le ssee ’s to ta l lease o b liga ­
tion. T h erefore , the  am ou n t o f  th e  schedu led  
p eriod ic  p aym en ts for p u rp oses o f  ca lcu la tin g  
the to ta l lease ob lig a tio n  m ay be less than  the  
am ou n t o f  th e  p eriod ic  p aym en ts d isc losed  
under sectio n  2 1 3 .4 ( g ) ( 3 ) .

3. Periodic payments: inclusions and exclu­
sions. T h e  to ta l o f  sch ed u led  p eriod ic p ay­
m en ts under th e  lease for p u rp oses o f  c a lcu la t­
ing the  to ta l lease  ob liga tion  is co m p o sed  o f  
the  fo llo w in g  item s:

• A n y  p ortion  o f  the  p eriod ic  p aym ents a t­
tributab le to  d ep recia tion , co st o f  m oney , 
and profit

• T axes in so m e cases (S e e  th e  com m en tary  
to  sectio n  2 1 3 .4 ( g ) ( 1 5 ) . )

• T h e  cap ita lized  co st o f  m ech an ica l break­
d ow n  p ro tection  con tracts

T h e  to ta l o f  sch ed u led  p eriod ic  p aym ents u n ­
der the  lease for p u rp oses o f  ca lcu la tin g  the  
to ta l lease ob lig a tio n  d oes not in c lu d e the  
fo llow in g:

• A n y  am ou n t n ot paid period ica lly
• A n y  p ortion  o f  p eriod ic  p aym ents attrib u t­

able to  official fees, reg istration , certificate  
o f  title , or licen se  fees

• T axes in so m e cases (S e e  the  com m en tary  
to  sectio n  2 1 3 .4 ( g ) ( 1 5 ) . )

A t  the  lesso r’s op tio n , the  ca p ita lized  cost o f  
serv ice con tra cts  and in su ran ce prem iu m s  
m ay be either in clu d ed  or exclu d ed  from  th is  
ca lcu ation .

4. Initial payments. T h e  fo llo w in g  am oun ts  
are not in c lu d ed  a m on g  the p aym ents at c o n ­
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su m m ation  w h en  ca lcu la tin g  the  to ta l lease  
ob ligation:

• R efu n d ab le  secu rity  d ep osits
• O fficial fees and ch arges d isc losab le  under  

sectio n  2 1 3 .4 ( g ) ( 4 )
• “O ther ch a rg es” d isc losab le  under section  

2 1 3 .4 ( g ) ( 5 )
• T h e  co st o f  a m ech an ica l b reakdow n  

p rotection  con tract purchased  at 
con su m m a tio n

5. Estimated value. See th e  com m en ta ry  to  
sectio n  2 1 3 .4 (d )  regarding the  u se o f  e s ti­
m ates and sectio n  1 8 3 (a )  o f  the  act regarding  
the criteria  for estim atin g  th e  va lu e o f  the  
leased  property  at th e  end  o f  the  lease term .

2(a)(18) “Value at Consummation ”

1. Disclosure. T h e  va lu e at co n su m m a tio n  is 
relevant on ly  to  so -ca lled  op en -end  leases and  
is d isc lo sed  and subtracted  from  the to ta l 
lease ob liga tion  under sectio n  2 1 3 .4 ( g ) -

05)(i).
2. Taxes. T h e  va lu e at co n su m m a tio n  in ­
c lu d es taxes paid  by th e  lessor in co n n ectio n  
w ith  the  acq u isition  o f  leased  property  and  
am ortized  over the  lease term . (S e e  th e  c o m ­
m en tary  to  sectio n  2 1 3 .4 ( g ) ( 1 5 ) . )

3. Other amounts. T h e defin ition  o f  th e  value  
at con su m m a tio n  exp lic itly  perm its th e  lessor  
to  in clu d e a profit or m arkup  (w ith o u t sep a­
rate ite m iz a t io n ). T h e  lessor m ay in clu d e  
co sts  o f  d o in g  business, su ch  as in su ran ce that 
the  lessor p u rch ases on  its ow n  behalf. (S ee  
the com m en tary  to  sectio n  2 1 3 .4 ( g ) ( 6 ) . )  T h e  
lessor m ay n ot in clu d e in th is am ou n t o ther  
item s (su c h  as m ain ten an ce or ex ten d ed  w ar­
ranty in su ran ce) that are purchased  by the  
lessee.

2(b) Rules of Construction
1. Footnotes. M ateria l that appears in a fo o t­
n ote  has the  sam e legal w eigh t as m ateria l in  
the  b od y  o f  th e  regu lation .

2. Consummation. W h en  a con tractu a l rela­
tio n sh ip  is created  b etw een  the  lessor  and the  
lessee  is a m atter to  be determ in ed  under sta te  
or other ap p licab le law; the  regu lation  d oes  
n ot m ake that d eterm in ation . C on su m m ation

d oes n ot o ccu r  m erely  becau se  the  lessee  has 
m ade som e financial in vestm en t in the  tran s­
action  (fo r  exam p le , by payin g  a nonrefunda-  
ble fee )  u n less , o f  cou rse, ap p licab le law  h o ld s  
otherw ise.

References
Statute: §§ 1 0 3 (g )  and 181 
Previous regulation: § 226 .2  
1981 changes: “A g ricu ltu ra l p u rp ose” has 
been  s lig h tly  revised  to  con form  to  the am en d ­
ed act.

SECTION 213.3—Exempted 
Transactions

References
Statute: § 1 0 5 (a )
Previous regulation: § 2 2 6 .3 ( f )
1981 changes: N o n e

SECTION 213.4— Disclosures

4(a) General Requirements
1. Basis o f  disclosures. T h e regu lation  as­
su m es that parties w ill perform  fu lly  acco rd ­
ing to  th e  lease term s. F o r  exam ple:

• In  a three-year lease w ith  a one-year m in i­
m u m  term  after w h ich  there is no pen alty  
for term in ation , d isc lo su res sh o u ld  be 
based  on  th e  full three-year term  o f  the  
lease. T h e  one-year m in im u m  term  is on ly  
relevant to  th e  early  term in ation  p rov i­
sio n s o f  sectio n  2 1 3 .4 (g )  ( 1 2 ) ,  ( 1 3 ) ,  and  
( 1 4 ) .

2. Minor variations. T h e  lessor  m ay d isregard  
the effects o f  th e  fo llo w in g  in m akin g  ca lcu la ­
tio n s and d isclosures:

• T h a t p aym en ts m ust be co llec ted  in w h o le  
cen ts

• T h at d ates o f  sch ed u led  p aym ents m ay be  
ch an ged  becau se  th e  sch ed u led  d ate  is n o t  
a b u sin ess day

• T h at m o n th s have d ifferent num bers o f  
days

3. Form o f  disclosures. In m akin g  d isc losu res  
lessors m ay cross-referen ce rather than  repeat
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item s that are d isc lo sed  elsew h ere in th e  lease  
d isc lo su re  sta tem ent. In a d d ition , w h en  a re­
quired  d isc lo su re  co n sis ts  o f  a s in g le  charge, 
lessors d o  n ot have to  repeat the  ch arge as an  
item iza tio n  and a to ta l am oun t. (S e e  th e  c o m ­
m en tary  to  sectio n  2 1 3 .4 ( g ) ( 5 )  and ( 1 5 ) . )

4. Number o f  transactions. L essors have flexi­
b ility  in h an d lin g  lease tran saction s that m ay  
be v iew ed  as m ultip le  tran saction s. F or  
exam ple:

• W h en  a lessor  leases tw o  item s to  th e  sam e  
lessee  on  the  sam e day, the lessor m ay d is­
c lo se  the leases as either on e  or tw o  lease  
tran saction s.

• W h en  a lessor se lls  in su ran ce or o ther in c i­
d en ta l serv ices in co n n ectio n  w ith  a lease, 
th e  lessor  m ay d isc lo se  in on e  o f  tw o  w ays: 
a sin g le  lease tran saction  or a lease and a 
cred it sa le  transaction .

5. Rebates. In a lease tran saction , a se ller ’s or  
m an u factu rer’s rebate m ay be offered to  pro­
sp ective  lessees. A t th e  lesso r’s op tio n , these  
rebates m ay be eith er  reflected  in or d isregard­
ed  in th e  lease d isc losu res required under the  
regu lation . I f  the  lessor ch o o se s to  reflect the  
rebate in th e  leasin g  d isc losu res, it m ay be tak ­
en in to  a cco u n t in any m anner as part o f  those  
d isc losu res.

Paragraph 4(a)(1)

1. Clearly, conspicuously, and in meaningful 
sequence. T h is  standard  requires that d isc lo ­
sures be in a reasonably  understan d ab le form . 
F or exam p le , w h ile  the  regu lation  requires no  
particu lar m ath em atica l p rogression  or for­
m at, the  d isc losu res m ust be p resented  in a 
w ay that d oes not ob scu re th e  rela tion sh ip  o f  
th e  term s to  each  other. A p p en d ix  C  con ta in s  
m odel form s that m eet th is standard , a l­
tho u g h  lessors are n ot required to  use these  
form s. T h e  requ irem ent that d isc lo su res be 
m ade c learly  and co n sp icu o u sly  d oes not 
m ean that they  m ust be m ore con sp icu o u s  
than  o th er  term s in a com b in ed  co n tra ct-d is­
c losu re  sta tem ent, nor d o es it preclu d e the use  
o f  a m ultip u rp ose  d isc losu re  form  that enables 
the lessor to  d esign ate  th e  specific d isc losu res  
ap p licab le to  a g iven  tran saction . (S e e  the  
com m en tary  to  ap p en d ix  C .)
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2. Type size. T h e term  “ p o in t” in the  phrase  
“ 10-point ty p e” is a prin ting term  th at refers 
to  th e  size  o f  th e  b od y  o f  the  type, as 
d istin gu ish ed  from  the size  o f  the  typeface , 
w h ich  m ay vary a m on g  d ifferent print 
m anufacturers.

Paragraph 4(a)(2)

1. Consummation. See th e  com m en tary  to  
sectio n  2 1 3 .2 (b ) .

2. Identification o f  parties. W h ile  d isc losu res  
m ust a lw ays be m ade clearly  and co n sp icu ­
o u sly , it is n o t n ecessary  to  u se the  w ord s “ les­
so r” or “ le ssee” w h en  id en tify in g  those  
parties.

3. Multiple lessors and multiple lessees. In  
tran saction s in v o lv in g  m u ltip le  lessors and  
lessees, the  d isc lo su re  sta tem ent m ust iden tify  
all the  lessors and lessees; h ow ever, section  
2 1 3 .4 (c )  p erm its a sin g le  lessor  to  m ake all 
the  d isc lo su res to  a sin g le  lessee.

4. Integrated lease/disclosure forms. C ontract 
term s or d isc lo su res tha t are n ot required by  
the  regu lation  m ay be added  to  th e  d isc losu re  
sta tem ent so  lon g  as the  required d isc losu res  
are m ade tog eth er  on  a s in g le  page (w h ic h  
m ay in c lu d e  b oth  s id es)  and above the  p lace  
for th e  lessee’s signature. G en era lly , o ther  
term s and d isc lo su res m ay p recede, fo llo w , or  
be in term in gled  w ith  th e  regu la tio n ’s d isc lo ­
sures w ith in  th e  lim its  o f  sectio n  2 1 3 .4 (b )  
govern in g  the  use o f  ad d ition a l in form ation  
and the  clear, co n sp icu o u s, and m ean ingfu l 
sequ en ce  d isc lo su re  standard  in section  
2 1 3 .4 ( a ) ( 1 ) .

5. Lessee's signature. T h e  regu lation  d oes n ot 
require the  lessee  to  sign  the  d isc losu res but, i f  
d isc lo su res are com b in ed  w ith  con tra ct term s, 
the  lessor  m ay require the  lessee’s signature  
for con tract or ev id en tiary  purposes. In su ch  a 
case, the d isc losu res m ust be m ade ab ove the  
p lace for th e  lessee’s signature. W h en  d isc lo ­
sures and con tract term s appear on  b oth  sid es  
o f  a page, th e  co n su m er’s sign atu re u su ally  
appears on  th e  b o tto m  o f  the  secon d  side. F or  
purposes o f  the  regu lation , th e  co n su m er’s s ig ­
nature m ay appear on  th e  b otto m  o f  th e  first 
side if  all th e  d isc lo su res appear on  that side.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Regulation M Official Staff Com m entary §213.4

Paragraph 4(a)(4)

1. Permissible uses. I f  the  lessor  c h o o se s  to  
provide foreign -lan gu age tran sla tions o f  the  
d isc lo su res or is required to  d o  so  by state, 
federal, or loca l law , the  tran sla tions are n ot 
in con sisten t per se  w ith  d isc lo su res under the  
regu lation  and m ay be provid ed  as ad d ition al 
in form ation  under sectio n  2 1 3 .4 (b ) .

2. Advertisements in Puerto Rico. T h e requ ire­
m en t for p rov id in g  E n g lish  d isc losu res upon  
request d oes n ot app ly  to  ad vertisem en ts su b ­
jec t  to  sectio n  213 .5  o f  the  regu lation .

4(b) Additional Information

1. State law disclosures. I f  sta te  law  d isc lo ­
sures are not in co n sisten t w ith  the  act and  
regu lation  under sectio n  213 .7 , th e  lessor  m ay  
m ake th o se  d isc losu res in a ccord an ce w ith  the  
first sen ten ce  o f  th is paragraph. I f  sta te  law  
d isc losu res are in con sisten t under section  
2 1 3 .7  and the  lessor e lects to  m ake them , it 
m ust d o  so  in accord a n ce  w ith  th e  seco n d  se n ­
ten ce  o f  th is paragraph.

4(c) Multiple Lessors; Multiple Lessees

1. Multiple lessors. I f  a lease tran saction  in ­
vo lv es m ore than  on e lessor, the  lessors m ay  
ch o o se  w h ich  o f  them  w ill m ake th e  d isc lo ­
sures. A ll d isc losu res for th e  tran saction  m ust 
be g iven , even  if  the  d isc lo s in g  lessor  w ou ld  
n ot o th erw ise  have been  ob liga ted  to  m ake a 
particu lar d isclosu re.

4(d) Unknown-Information Estimate

1. Time o f  estimated disclosure. T h e  lessor  
m ay use estim ates to  m ake d isc losu res i f  n ec ­
essary in form ation  is u n k now n  or u n availab le  
at the  tim e th e  d isc lo su res are m ade. F or  
exam ple:

• S ection  2 1 3 .4 ( g ) ( 4 )  requires the lessor to  
d isc lo se  th e  to ta l am oun t payab le by the  
lessee  d uring th e  lease term  for official 
fees, registration , certificate o f  title , licen se  
fees, or taxes. I f  these  a m o u n ts are subject 
to  in d eterm in ab le increases or decreases  
over the  co u rse  o f  th e  lease, the lessor m ay  
estim ate  its d isc losu res based  on  the rates 
or ch arges in effect at the  tim e o f  
disclosu re.

2. Basis o f  estimates. E stim ates m ust be m ade  
on  th e  basis o f  the  best in form ation  reason ­
ably ava ilab le at th e  tim e d isc lo su res are 
m ade. T h e  “ reasonably  ava ilab le” standard  
requires th a t th e  lessor, actin g  in goo d  faith , 
ex erc ise  due d ilig en ce  in ob ta in in g  in form a­
tion . T h e lessor norm ally  m ay rely on  th e  rep ­
resen tation s o f  o th er  parties in ob ta in in g  in ­
form ation . F or exam p le , the  lessor m igh t look  
to  the  co n su m er to  determ in e th e  p urpose for  
w h ich  leased  p roperty  w ill be used , to  in su r­
a n ce com p a n ies for th e  co st o f  in surance, or to  
an au to m o b ile  m anu factu rer or d ealer for the  
d ate  o f  delivery.

3. Estimated value o f  leased property at termi­
nation. W h en  the lessee ’s liab ility  at th e  end  
o f  th e  lease term  is based  on  the  estim ated  
valu e o f  the  leased  property  ( se e  section  
2 1 3 .4 ( g ) ( 1 5 ) ) ,  the  estim ate  m ust be reason ­
able and  based  on  the best in form ation  reason ­
ably ava ilab le to  th e  lessor. T h at standard  per­
m its a lessor  to  use a gen era lly  accep ted  trade  
p u b lica tion  listin g  estim ated  current or future  
m arket prices for th e  leased  property , rather  
than  in vestin g  in the  m o st so p h istica ted  c o m ­
puter eq u ip m en t to  d erive the  estim ated  value  
at the  end  o f  th e  lease term . T h e  lessor sh ou ld  
rely on  o th er  in form ation , its exp erien ce, or  
reason ab le b elief, i f  th o se  sou rces p rovid e the  
best in form ation . F o r  exam ple:

• A n  a u to m o b ile  lessor offering a three-year  
op en -end  lease in ten d s to  assign  a w h o le ­
sa le  va lu e to  the  veh ic le  at the end  o f  the  
lease term . T h e  lessor m ay d isc lo se  as an  
estim ated  va lu e  a w h o lesa le  va lu e  derived  
from  a cred ib le  trade p u b lica tion  listin g  
current w h o lesa le  values, i f  th e  trade p u b ­
lica tion  is the  best in form ation  availab le.

• Sam e facts as above, excep t that the  lessor  
d isc lo ses an estim ated  va lu e derived  by a d ­
ju stin g  the  va lu e q u oted  in the  trade pu b li­
ca tion  b ecau se , in its exp erien ce, the  trade  
p u b lication  va lu es eith er understate or 
oversta te  the  p rices actu a lly  received  in lo ­
ca l u sed -v eh ic le  m arkets. T h e lessor m ay  
adjust estim ated  va lu es q uoted  in trade  
p u b lica tion s based  on  the  lesso r’s exp eri­
en ce  or reasonable b e lie f  that su ch  va lu es  
w ill be u nderstated  or overstated .

4. Retail or wholesale value. T h e lessor m ay
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ch o o se  eith er  a retail or a w h o lesa le  value in 
estim atin g  th e  va lu e o f  the  leased  property  at 
term in ation , provid ed  that ch o ice  is con sisten t  
w ith  the  lesso r’s general practice or in ten tion  
w hen  d eterm in in g  th e  value o f  the  property  at 
the  end  o f  th e  lease term .

5. Labelling estimates. G en era lly , o n ly  the  
particu lar d isc losu re  for w h ich  the  exact in ­
form ation  is u n k now n  is labelled  as an e sti­
m ate. H o w ever, w h en  several d isc losu res are 
affected becau se  o f  the u n k now n  in form ation , 
the  lessor has th e  o p tion  o f  lab elling  as an e s ti­
m ate either every affected  d isc losu re  or on ly  
the  d isc lo su re  prim arily  affected.

6. Understating the estimated value. In n o n ­
p u rch ase-op tion  leases, the  lessor m ay not use  
a va lu e low er than  that in d icated  by the best 
in form ation  availab le w h en  d isc lo s in g  the  e s ti­
m ated  va lu e o f  leased  property  at th e  end  o f  
the  lease term  under sectio n  2 1 3 .4 ( g ) (1 5 ) .

4(e)Effect of Subsequent Occurrence

1. Subsequent occurrences. E xam p les o f  su b ­
sequ en t occu rrences include:

• A  ch an ge from  a m o n th ly  to  a w eek ly  p ay­
m ent sch ed u le

• T h e a d d ition  o f  in su ran ce or a secu rity  in ­
terest by the  lessor b ecau se th e  lessee has 
not perform ed ob lig a tio n s con tracted  for 
in the  lease

• A n  increase in official fees or taxes (S ee  
the  com m en tary  to  section  2 1 3 .4 ( d ) . )

• A n  increase in insurance p rem ium  or c o v ­
erage cau sed  by a ch an ge in law

• L ate d elivery  o f  an a u tom ob ile  cau sed  by a 
strike

2. Redisclosure. W hen a d isc losu re  b ecom es  
in accu rate b ecau se o f  a subsequent o ccu r­
rence, the lessor need not m ake new  d isc lo ­
sures u n less new  d isc losu res are required u n ­
der sectio n  2 1 3 .4 (h ) .

4(g)Specific Disclosure Requirements

1. Inapplicable disclosures. T h e  d isc losu res re­
quired  by th is section  need  be m ade on ly  as 
applicab le. A n y  d isc losu re  not relevant to  a 
particu lar tran saction  m ay be e lim in ated  en ­
tirely. F or exam p le , if  th e  lessor d oes not take  
a secu rity  in terest, n o  d isc losu re  is required

under sectio n  2 1 3 .4 ( g ) ( 9 ) .  (S e e  th e  co m m e n ­
tary to  ap p en d ix  C .)

2. Other required disclosures. T h e  d isc losu re  
statem ent m ust in clu d e the  d ate  and id en tify  
th e  lessor and the lessee. (S e e  the  com m en tary  
to  section  2 1 3 .4 ( a ) ( 2 ) . )  T h e  lessor need  on ly  
be identified  by nam e; n o  address is required.

Paragraph 4(g)(1)

1. Multiple-item lease. In  a m u ltip le-item  
lease, the property  m ay be described  in sepa­
rate sta tem en ts as provid ed  in section  
2 1 3 .4 ( a ) ( 3 ) .

Paragraph 4(g)(2)

1. Itemization not required. T h e  lessor  m ust 
d isc lo se  on e to ta l in itia l p aym en t am oun t and  
id en tify  th e  co m p o n e n ts  o f  th is on e  am oun t  
(fo r  exam p le , cap ita lized  co st reduction , m e­
ch an ica l break d ow n  p rotection , registration  
fe e s ) . T h e lessor m ay, but need  n ot, d isc lo se  
the  d o llar aou n t o f  each  com p on en t.

2. Consummation. See the  com m en tary  to  
sectio n  2 1 3 .2 (b ) .

3. Fees payable upon delivery. T h is  p rovision  
d oes n ot app ly  to  fees paid  at delivery , w hen  
delivery  occu rs after con su m m a tio n . F or  
exam ple:

• T h e  lessee agrees to  pay registration  fees, 
sales taxes, and  a d elivery  ch arge in on e  
lum p sum  on  th e  date th e  a u tom ob ile  is 
delivered , so m e tim e after co n su m m ation . 
N o n e  o f  these  ch arges is an in itia l paym ent 
under section  2 1 3 .4 ( g ) ( 2 )  becau se  they  
are paid after co n su m m a tio n  o f  the  lease. 
T h e registration  fees and sa les taxes are 
d isc losed  under section  2 1 3 .4 ( g ) ( 4 ) ,  and  
th e  delivery  ch arge is d isc lo sed  as an “o th ­
er ch arge” under sectio n  2 1 3 .4 ( g ) ( 5 ) .

Paragraph 4(g)(3)

1. Itemization not required. Section  
2 1 3 .4 ( g ) ( 3 )  d o es n ot require the lessor to  
item ize  the  co m p o n e n ts o f  the  period ic p ay­
m ents. Som e o f  th e  co m p o n e n ts m ust be d is­
c losed  separately  i f  their d isc losu re  is required  
by other p rov ision s o f  the  regu lation , su ch  as 
official fees and le ssee’s in surance.

2. Periodic payments. T h e phrase “ num ber,
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am oun t, and due dates or periods o f  p ay­
m en ts” requires the  d isc losu re  o f  all p aym ents  
m ade p eriod ica lly . T h e d isc lo sed  p aym ents  
m ust in c lu d e  all a m ou n ts, su ch  as m a in te­
n an ce and in su ran ce charges, that are paid  p e­
r iod ica lly . In a d d ition , the  lessor  m ust d is­
c lo se  th e  to ta l o f  su ch  p eriod ic paym ents. In  
an op en -end  lease, h ow ever, the  lessor m ay  
d isc lo se  as the to ta l o f  p eriod ic  p aym ents the  
su m  o f  the  sch ed u led  p eriod ic p aym ents re­
ferred to  in section  2 1 3 .2 ( a ) ( 1 7 ) .  (S e e  the  
com m en tary  to  sectio n  2 1 3 .2 ( a ) ( 1 7 ) . )

Paragraph 4(g)(4)

1. Taxes. T axes that are in clu d ed  in the  value  
at co n su m m a tio n  are n ot d isc lo sed  pursuant 
to  th is paragraph. (S e e  th e  com m en ta ry  se c ­
tion  2 1 3 .2 (a )  ( 1 8 ) . )

Paragraph 4(g)(5)

1. Coverage. S ection  2 1 3 .4 ( g ) ( 5 )  requires the  
d isc losu re  o f  ch arges that are an tic ip ated  by  
th e  parties as in cid en t to  the  norm al operation  
o f  th e  lease agreem ent. It d oes n ot require d is­
c losu re  o f  ch arges that are im posed  w h en  the  
lessee  term in ates early or fa ils to  ab ide by the  
lease agreem en t, su ch  as ch arges for:

• L ate paym ent
• D efau lt
• E arly term in ation
• D eferra l o f  p aym ents
• E x ten sion  o f  the  lease

2. Form o f  disclosure. A lth o u g h  th e  d isc lo ­
sure o f  an “ other ch a rg e” or th e  to ta l o f  all 
oth er  ch arges m ust be clear and con sp icu o u s, 
th e  lessor need  n ot use the  specific  term in o lo ­
gy “ other ch a rg e .” M oreover, the regu lation  
d oes not im p ose  a loca tion  requirem ent for  
th e  d isc losu re  o f  o th er  ch arges. F or exam ple:

• A  lessor  has a s in g le  o th er  charge, w h ich  is 
a d isp o sitio n  fee o f  $100 . T h e lessor m ay  
d isc lo se  th e  d isp o sitio n  fee w ith  related  
d isc losu res about early or sch ed u led  term i­
nation . It m ay but need  n ot repeat the  
ch arge as a to ta l w ith  th e  label o f  “ other  
ch arge” or sh o w  a to ta l o f  o th er  charges.

3. Relationship to other provisions. T h e other  
ch arges m en tion ed  in section  2 1 3 .4 ( g ) ( 5 )  are

ch arges that are n ot required to  be d isc lo sed  
under an oth er  p rovision  o f  sectio n  2 1 3 .4 ( g ) .  
F o r  exam ple:

• A  delivery  ch arge that is paid after c o n ­
su m m ation  is d isc lo sed  as an “ other  
ch a rg e .” A  delivery  ch arge that is paid  at 
co n su m m a tio n , h ow ever, is d isc lo sed  as 
part o f  the to ta l in itia l charges under se c ­
tion  2 1 3 .4 ( g ) ( 2 ) ,  not as an “ other  
ch a rg e .”

• O cca sio n a lly , th e  price o f  a m ech an ica l 
b reak d ow n  p rotection  (M B P )  con tract is 
d isc lo sed  as an “ o th er  ch a rg e .” M ore o f­
ten , th e  price o f  M B P  is reflected  in the  
p eriod ic  p aym ent d isc lo su re  under sectio n  
2 1 3 .4 ( g ) ( 3 ) ,  in w h ich  case it is n o t d is­
c lo sed  as an “o th er  ch a rg e .” In sta tes  
w h ere M B P  is regarded as in surance, h o w ­
ever, th e  co st sh ou ld  be d isc lo sed  in a c­
cord a n ce  w ith  sectio n  2 1 3 .4 ( g ) ( 6 ) ,  n o t as 
an “ o th er  ch a rg e .” (S e e  the  com m en tary  
to  sectio n  2 1 3 .4 ( g ) ( 6 ) . )

4. Lessee liabilities a t the end o f  the lease 
term. L iab ilities that the  lease im p oses u pon  
th e  lessee  at th e  end  o f  th e  sch ed u led  lease  
term  and  that m ust be d isc lo sed  in clu d e, but 
are n ot lim ited  to, d isp o sitio n  and “ p ick -u p ” 
charges.

Paragraph 4(g)(6)

1. Lessor's insurance. In su ran ce that is pur­
ch ased  by th e  lessor p rim arily  for its ow n  b en ­
efit, and  that is absorbed  as a b u sin ess exp en se  
and n ot separately  ch arged  to  th e  lessee, need  
n ot be d isc lo sed  under section  2 1 3 .4 ( g ) ( 6 )  
even  if  it p rovid es an in cid en ta l benefit to  the  
lessee.

2. Mechanical breakdown protection. W h ether  
m ech an ica l breakdow n p rotection  (M B P )  
pu rch ased  in con ju n ction  w ith  a lease sh ou ld  
be treated  as in su ran ce is determ in ed  by state  
or o th er  ap p licab le law . In sta tes that d o  n ot 
treat M B P  as insurance, th e  lessor need  not 
m ake sectio n  2 1 3 .4 ( g ) ( 6 )  d isc losu res. T h e  
lessor  m ay, h ow ever, d isc lo se  th e  section  
2 1 3 .4 ( g ) ( 6 )  in form ation  in su ch  cases in a c­
cord an ce w ith  the  ad d ition al in form ation  pro­
v ision  in section  2 1 3 .4 (b ) .
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Paragraph 4(g)(7)

1. B rief identification. T h e statem ent id en tify ­
in g  w arranties m ay be brief. F or exam p le, 
m anu factu rer’s w arranties m ay be identified  
sim p ly  by a reference to  th e  standard  m a n u ­
factu rer’s w arranty.

2. Warranty disclaimers. A lth o u g h  a d is­
cla im er o f  w arranties is n ot required by the  
regu lation , the  lessor m ay g ive  a d isc la im er as 
ad d ition al in form ation  in a ccord an ce w ith  
sectio n  2 1 3 .4 (b ) .

3. State law. W h ether  an express w arranty  or 
guaranty ex ists is d eterm in ed  by state or o ther  
ap p licab le law .

Paragraph 4(g)(8)

1. Standards fo r wear and use. T h e  lessor is 
perm itted , but n o t required, to  set standards  
for w ear and use (su c h  as excess m ile a g e ). 
T h e d isc lo su re  m ay be o m itted  by lessors that 
d o  n o t set su ch  standards. (S e e  the  co m m e n ­
tary to  section  2 1 3 .4 ( g ) (1 5 ) .

Paragraph 4(g)(9)

1. Disclosable security interests. See section  
2 1 3 .2 (a )  (1 5 )  and acco m p a n y in g  com m en tary  
to  determ in e w h at secu rity  in terests m ust be 
d isclosed .

Paragraph 4(g) (10)

1. Collection costs. T h e  au tom atic  im p o sitio n  
o f  co llec tio n  co sts  or attorn ey  fees u pon  d e­
fault m ust be d isc losed  under section  
2 1 3 .4 ( g ) ( 1 0 ) .  C o llec tio n  co sts  or attorn ey  
fees that are n ot im posed  au tom a tica lly , but 
are con tin g en t u pon  exp en d itu re o f  am oun ts  
in con ju n ction  w ith  a co llec tio n  p roceed in g  or 
upon th e  em p lo y m en t o f  an attorn ey  to  effect 
co llec tio n , need  not be d isc losed .

2. Charges fo r  early termination. W h en  d e­
fault is a con d itio n  for early term in ation  o f  a 
lease, d efault ch arges m ust a lso  be d isc losed  
under section  2 1 3 .4 ( g ) ( 1 2 ) .  T h e section  
2 1 3 .4 (g )  (1 0 )  and ( 1 2 )  d isc losu res m ay be 
com b ined . E xam p les o f  com b ined  d isc losu res  
are provided  in the m odel lease d isc losu re  
form s in app en d ix  C.

3. Simple-interest leases. In a sim p le-in terest  
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acco u n tin g  lease, the  ad d ition a l lease ch arge  
that accru es on  th e  lease b a lan ce w h en  a p eri­
od ic  p aym ent is m ade after the d u e d ate  d oes  
not co n stitu te  a p en a lty  or o th er  ch arge for  
late paym ent. S im ilarly , con tin u ed  accrual o f  
th e  lease ch arge after term in ation  o f  the  lease  
becau se  the  lessee  fails to  return th e  leased  
property  d oes n o t co n stitu te  a default charge. 
In eith er  case, i f  the  ad d ition a l ch arge accrues  
at a rate h igh er than  th e  norm al lease charge, 
the  lessor  m ust d isc lo se  th e  am oun t o f  or the  
m eth od  o f  d eterm in in g  th e  ad d ition a l charge  
under section  2 1 3 .4 (g )  ( 1 0 ) .

4. Extension charges. E x ten sion  charges that 
exceed  the  lease ch arge in a s im p le-in terest a c ­
co u n tin g  lease or that are added  separately  are 
d isc lo sed  under sectio n  2 1 3 .4 (g )  ( 1 0 ) .

5. Reasonableness o f  charges. P en a lties  or  
oth er  ch arges for d elin q u en cy , d efault, or ear­
ly  term in ation  m ay be specified  in the  lease, 
but o n ly  in an am o u n t that is reasonable. S ec­
tion  1 8 3 (b )  o f  th e  act se ts forth  the standards  
for d eterm in in g  a reasonable p en alty  or  
charge.

Paragraph 4(g) (11)

1. Mandatory disclosure o f  no purchase op­
tion. A lth o u g h  gen era lly  th e  lessor need  on ly  
m ake the  sp ecific  required  d isc losu res that ap ­
p ly  to  a tran saction , it m u st d isc lo se  affirm a­
tively  that the lessee  has n o  o p tion  to  pur­
ch ase  the  leased  p roperty  w h en  the  p urchase  
op tion  is inapplicab le.

2. Existence o f  purchase option. W h ether  a 
p urchase o p tion  ex ists is d eterm in ed  by state  
or other ap p licab le law . T h e  le ssee’s right to  
subm it a bid to  p u rch ase property  at term in a­
tion  o f  the lease is n ot an o p tion  to  p urchase  
under section  2 1 3 .4 (g )  ( 1 1 )  i f  the lessor is not 
required to  accep t the  lessee’s bid and the  le s­
see d oes n ot receive preferentia l treatm ent.

3. Purchase option fees. A  p urchase o p tion  fee  
m ust be d isc losed  under th is paragraph un less  
th e  lessor d isc lo ses th e  fee under section  
2 1 3 .4 ( g ) ( 5 )  as an o th er  charge.

Paragraph 4(g) (12)

1. Default. W hen  d efault is a lso  a con d ition  
for early term in ation  o f  a lease, default
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ch arges m ust be d isc lo sed  under th is para­
graph. (S e e  'th e  com m en tary  to  section  
2 1 3 .4 ( g ) ( 1 0 ) .

2. Lessee's liability a t early termination. W h en  
the  lessee  is liab le for the  d ifference betw een  
the  u n am ortized  cap ita lized  co st and th e  rea l­
ized  value at early  term in ation , th e  am oun t or  
the  m eth od  o f  d eterm in in g  the  am ou n t o f  the  
difference m ust be d isc lo sed  under th is  
paragraph.

3. Reasonableness o f  charges. P en a lties  or  
other ch arges for d elin q u en cy , d efault, or ear­
ly  term in ation  m ay be specified  in th e  lease, 
but o n ly  in an am ou n t that is reasonable. S ec­
tion  1 8 3 (b )  o f  the  act se ts forth  the  standards  
for d eterm in in g  a reasonable p en alty  or  
charge.

Paragraph 4(g) (14)

1. Disclosure inapplicable. W h en  th e  lessee  is 
liab le at th e  end  o f  the  lease term  or at early  
term in ation  for un reason ab le w ear or u se but 
not for the  estim ated  va lu e  o f  the  leased  prop ­
erty, th e  lessor need  n o t d isc lo se  th e  lessee’s 
right to  an in d ep en dent appraisal. F or  
exam ple:

• T h e  au to m o b ile  lessor m ay reasonably  ex ­
p ect a lessee to  return an u n d en ted  car  
w ith  four g o o d  tires at th e  end  o f  the  lease  
term . E ven  th o u g h  it h o ld s th e  lessee  liab le  
for th e  d ifference betw een  a d en ted  car 
w ith  bald  tires and the  va lu e o f  a car in 
reasonably  good  repair, the  lessor is not  
required to  d isc lo se  the  le ssee’s appraisal 
right.

2. Lessor's appraisal. T h e  lessor m ay obtain  
an appraisal o f  the  leased  property  to  d eter­
m ine its rea lized  value. Such  an appraisal, 
how ever, is not the  on e  addressed  in section  
1 8 3 (c )  o f  th e  act, and th e  lessor still m ust  
d isc lo se  the  lessee’s in d ep en dent right to  an 
appraisal under sectio n  2 1 3 .4 (g )  ( 1 4 ) .

3. Time restriction on appraisal. N e ith er  the  
act nor th e  regu lation  sp ecifies any tim e peri­
od  in w h ich  th e  lessee m u st exerc ise  th e  ap­
praisal right. T h e  lessor m ay require a lessee  
to  ob tain  the  appraisal w ith in  a reasonable

tim e after term in ation  o f  the  lease. T h e  regu ­
la tion  d o es n o t define w h at is a “ reasonable  
t im e .”

Paragraph 4(g)(15)

1. Coverage. T h e  d isc losu re  under sectio n  
2 1 3 .4 (g )  ( 1 5 )  lim itin g  the  le ssee ’s liab ility  for  
the  va lu e o f  th e  leased  property  d oes n o t ap ­
p ly  at early  term in ation .

2. Total lease obligation. T h e requ irem ent 
that th e  to ta l lease ob liga tion  be item ized  is 
satisfied  by d isc lo s in g  th e  three co m p o n e n ts in  
the defin ition  o f  to ta l lease ob liga tion  in se c ­
tion  2 1 3 .2 ( a ) ( 1 7 )  w ith  their corresp on d ing  
a m ou n ts. T h e  lessor  m ay cross-referen ce the  
in d iv id u al co m p o n e n ts  d isc lo sed  e lsew h ere in  
the lease  d isc lo su re  sta tem en t, as d on e  in ap ­
p en d ix  C - l .

3. Taxes. T a x es in clu d ed  in the  va lu e at c o n ­
su m m a tio n  are in c lu d ed  in  th e  to ta l lease o b li­
gation . T a x es n ot in clu d ed  in th e  va lu e  at c o n ­
su m m ation  m ay, but need  not, be in clu d ed  in  
th e  to ta l lease  ob lig a tio n  at the  lesso r’s op tion . 
(S e e  th e  com m en ta ry  to  section  2 1 3 .2 (a ) -  
( 1 8 ) . )

4. Leases with a minimum term. I f  a lease has 
an a ltern ative  m in im u m  term , the  section  
2 1 3 .4 (g )  ( 1 5 )  d isc lo su res govern in g  the  liab il­
ity  lim ita tio n  are n ot ap p licab le  for the  m in i­
m um  term . (S e e  the  com m en ta ry  to  section  
2 1 3 .4 ( a ) . )

5. Average paym ent allocable to a monthly pe­
riod. T h e phrase “ average p aym en t a llocab le  
to  a m o n th ly  p eriod ” is based  on  th e  period ic  
p aym ent used  to  co m p u te  the  to ta l lease  o b li­
gation . (S e e  the  com m en tary  to  sectio n  
2 1 3 .2 ( a ) ( 1 7 ) . )

6. Charges not subject to rebuttable presump­
tion. T h e  lim ita tion  on  liab ility  ap p lies on ly  to  
liab ility  th a t is based  on  the  estim ated  va lu e o f  
the  property  at the  end  o f  th e  lease term . T h e  
lessor a lso  m ay recover ad d ition a l ch arges  
from  the lessee  at the  end  o f  th e  lease term . 
E xam p les o f  su ch  ad d ition al ch arges include:

• D isp o s itio n  charges
• E xcess-m ilea g e  ch arges
• L ate p aym ent and default ch arges
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• A m o u n ts  by w h ich  th e  u n am ortized  cap i­
ta lized  cost exceed s th e  estim ated  residual 
va lu e that h ave accrued  in s im p le  in terest 
a cco u n tin g  leases b ecau se  th e  lessee  has 
m ade late p aym ents

4(h) Renegotiations or Extensions

1. General coverage. S ection  2 1 3 .4 (h )  app lies  
o n ly  to  ex istin g  leases that w ere covered  by 
the  requ irem ents o f  the regu lation  or prev ious  
R egu la tion  Z. It therefore d oes n o t app ly  to  
th e  ren egotia tion  or ex ten sion  o f  leases w ith  
an in itia l term  o f  four m o n th s or less, b ecau se  
su ch  leases are n ot covered  by the  defin ition  o f  
con su m er  lease in sectio n  2 1 3 .2 ( a ) ( 6 ) .

2. Renegotiation defined. A  ren egotia tion  o c ­
curs w hen  an ex istin g  co n su m er lease is sa tis­
fied and rep laced  by a new  lease undertaken  
by the  sam e lessee. A  ren egotia tion  is a new  
lease requiring new  d isclosu res. W h ether  and  
w hen  a lease is satisfied  and rep laced  by a new  
lease is d eterm in ed  by state or o th er  a p p lica ­
b le law .

3. Renegotiation exceptions. T h e fo llo w in g  
even ts are n ot ren egotia tion s even  if  they  are 
accom p lish ed  by sa tisfy in g  and rep lacing  an  
ex istin g  lease:

• A  su b stitu tion  o f  leased  property in a m u l­
tip le-item  lease, provided  the average p ay­
m ent is n ot ch an ged  by m ore than  25  
percent

• A  red u ction  in the  lease charge
• A  su b stitu tion  o f  leased  property w ith  

property that has a su b stan tia lly  eq u iva­
len t or greater eco n o m ic  value, provided  
n o  other lease term s are changed

4. Extension defined. A n  ex ten sion  is any  
co n tin u ation  o f  an ex istin g  con su m er  lease b e­
yon d  the orig in a lly  sch ed u led  term in ation  
date, but on ly  if  the  co n tin u ation  is not the  
result o f  a ren egotia tion . T h e con tin u ation  
m ust be agreed to by both  the lessor and the  
lessee. A n  ex ten sion  that ex ceed s six  m onth s  
is a new  lease requiring new  d isc losu res.

5. Time o f  extension disclosures. I f  a co n su m ­
er lease is ex ten d ed  for a specified  term  greater  
than  six  m on th s, new  d isc losu res are required  
at the tim e the ex ten sion  is agreed  to. I f  the  
lease is ex ten d ed  on  a m on th -to -m o n th  basis

and ex ceed s six  m on th s, n ew  d isc lo su res are 
required at the  co m m en cem en t o f  th e  seven th  
m on th . I f  a con su m er  lease is ex ten d ed  for  
several term s, on e  o f  w h ich  w ill ex ceed  six  
m o n th s b eyon d  the  o r ig in a lly  sch ed u led  ter­
m ination  date o f  th e  lease, n ew  d isc losu res are  
required  at th e  co m m e n c em en t o f  th e  term  
that w ill ex ceed  six  m o n th s b eyon d  the  orig i­
n a lly  sch ed u led  term in ation  date.

6. Inapplicable disclosures. D isc lo su res  that  
are in ap p licab le  to  the  term s o f  a ren egotia ­
tion  or ex ten sio n  need  n ot be g iven . F or  
exam ple:

• I f  th e  term  for w h ich  ex ten sio n  d isc losu res  
are g iven  is on e  m o n th  and th e  lessee  w ill 
pay n o  official fees and taxes d uring that 
m o n th , n o  d isc lo su re  o f  th o se  a m ou n ts is 
necessary .

• I f  a ren egotia tion  in vo lves no in itial 
ch arges, n o  d isc lo su re  o f  in itia l ch arges is 
necessary.

7. Court proceedings. N o  d isc losu res are re­
quired i f  a ren egotia tion  or ex ten sion  resu lts  
from  an agreem en t in v o lv in g  a court 
proceed ing.

8. Deferrals. N o  d isc lo su res are required if  
on e or m ore p aym en ts are deferred, w h eth er  
or n ot a fee is charged .

9. Assumptions. N o  d isc losu res are required  
w h en  a co n su m er lease is assu m ed  by an oth er  
p erson, w h eth er  or n ot an assu m p tion  fee is 
charged .

References

Statute: §§ 1 0 2 (b ) , 121, 122, 124, 182, and  
183
Other sections: §§ 213 .2 , 213 .5 , and 2 1 3 .7  and  
append ix  C
Previous regulation: §§ 2 2 6 .6  and 226 .15  
1981 changes: A lth o u g h  reorgan ized , th e  d is­
c losu re  requ irem ents are su b stan tia lly  the  
sam e as the p rev iou s requirem ents. T h e so le  
am en dm en t im p lem en ts section  121 o f  the  
T ruth  in L end in g  A c t perta in ing  to  m ultip le  
lessors and lessees.
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SECTION 213.5—Advertising 

5(a) General Rule

1. Persons covered. A ll “ p erson s” m ust c o m ­
p ly  w ith  th e  ad vertisin g  p rov ision s in th is se c ­
tion , n o t ju st  th o se  that m eet th e  defin ition  o f  
“ lesso r” in sectio n  2 1 3 .2 ( a ) ( 8 ) .  T h u s, a u to ­
m obile  dealers, m erch an ts, and  others w h o  are 
n ot th em selv es lessors m ust co m p ly  w ith  the  
ad vertisin g  p rov ision s o f  the  regu lation  i f  they  
ad vertise  con su m er  lease tran saction s. T h e  
o w n er and  p ersonn el o f  the  m ed iu m  in w h ich  
an ad vertisem en t appears or th rou gh  w h ich  it 
is d issem in ated , h ow ever, are n ot subject to  
civ il liab ility  for v io la tio n s under sectio n  
1 8 4 (b )  o f  the  act.

2. “ Usually and customarily. ” S ection  
2 1 3 .5 (a )  is n o t in tend ed  to  p roh ib it the  adver­
tisin g  o f  a s in g le  item  or the p rom otion  o f  n ew  
leasin g  program s, but to  bar the  ad vertisin g  o f  
term s th at are n o t and w ill n o t be availab le. 
T h u s, an advertisem en t m ay state term s that  
w ill be offered for o n ly  a lim ited  period  or  
term s that w ill b eco m e availab le at a future  
date.

5(b) Catalogs and Multipage 
Advertisements

1. General rule. T h e  m u ltip le-p age ad vertise­
m en ts to  w h ich  sectio n  2 1 3 .5 (b )  refers are ad ­
vertisem en ts co n sistin g  o f  a num bered  series 
o f  pages— for exam p le, a su p p lem en t to  a 
new spaper. A  m ailin g  com p rised  o f  several 
separate flyers or p ieces o f  p rom otion a l m a te­
rial in a s in g le  en v e lo p e  is n o t a sin g le  m u lti­
p le-page ad vertisem en t.

2. Cross-references. A  m u ltip le-p age ad ver­
tisem en t is a sin g le  advertisem en t (req u iring  
o n ly  on e set o f  lease d isc lo su res) i f  it con ta in s  
a table, chart, or sc h e d u le  clearly  sta ting  suffi­
c ien t in form ation  for th e  reader to  d eterm in e  
th e  d isc lo su res required under section  
2 1 3 .5 ( c ) ( 1 )  through  ( 5 ) .  I f  on e o f  the  tr ig ­
gering term s listed  in section  2 1 3 .5 (c )  appears 
on  an oth er  page o f  the  ca ta lo g  or m ultip le-  
page ad vertisem en t, that page m ust c learly  re­
fer to  the  specific  page w here the  table, chart, 
or sch ed u le  begins.

5(c) Terms That Require Additional 
Information

1. Clear and conspicuous standard. S ection  
2 1 3 .5 (c )  prescribes no specific  ru les for the  
form at o f  the  n ecessary  d isc losu res. T h e term s 
need  n ot be prin ted  in  a certain  type size  and  
need  n ot appear in any particu lar p lace  in the  
advertisem en t.

2. Triggering terms. W h en ever certain  tr ig ­
gering term s appear in lease ad vertisem en ts, 
th e  ad d ition a l term s en u m erated  in  sectio n  
2 1 3 .5 ( c ) ( 1 )  th rou gh  ( 5 )  m ust a lso  appear. 
A n  exam p le  o f  o n e  or m ore typ ica l leases w ith  
a sta tem en t o f  all th e  term s ap p licab le to  each  
m ay be used . T h e ad d ition a l term s m ust be  
d isc lo sed  even  i f  th e  triggerin g  term  is n ot 
stated  ex p lic itly , but is read ily  d eterm in ab le  
from  th e  ad vertisem en t. F or exam p le , i f  an  
ad vertisem en t sta tes a five-year lease  term  
w ith  m o n th ly  p aym ents, th e  num ber o f  re­
quired  p a y m en ts— a triggerin g  term — is read i­
ly  apparent.

5(d) Multiple-Item Leases; Merchandise 
Tags

1. Merchandise tags. S ection  2 1 3 .5 (d )  pro­
v id es a m eth o d  for u sin g  m erch an d ise  tags  
w ith o u t in c lu d in g  all the  required d isc losu res  
on  th e  tags. A s  an a ltern ative  to  th is d isc lo ­
sure m eth od , a m erch an d ise  tag  m ay sta te  all 
th e  n ecessary  term s on  o n e or b oth  sid es o f  
the  tag. I f  the  term s are on  b oth  sid es o f  the  
tag, b o th  sid es m ust be accessib le  to  the  
con su m er.

References

Statute: §§ 1 0 5 (a )  and 184 
Other sections: § 2 1 3 .2 ( a ) ( 2 )  and ( 6 )  
Previous regulation: § 2 2 6 .1 0 (a ) ,  ( b ) ,  ( g ) ,  
and ( h )
1981 changes: N o n e

SECTION 213.6—Preservation and 
Inspection of Evidence of Compliance

1. Preservation methods. L essors m ust retain  
ev id en ce that they  perform ed  required actio n s  
as w ell as m ade required d isc losu res. A d e ­
quate ev id en ce o f  co m p lia n ce  d o es n ot require
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actu al paper cop ies o f  d isc losu re  sta tem en ts or  
oth er  b u sin ess records. T h e  ev id en ce m ay be 
retained  on  m icrofilm , m icrofich e, or by any  
oth er  m eth o d  d esign ed  to  rep rod u ce records  
accu rate ly  (in c lu d in g  com p u ter  p ro g ra m s). 
T h e lessor need  retain  on ly  en ou gh  in form a­
tion  to  recon struct th e  required d isc losu res or 
oth er  records.

References

Statute: § 1 0 5 (a )
Previous regulation: § 2 2 6 .6 ( i )
1981 changes: A  un iform  tw o-year record  
reten tion  rule rep laces th e  p rev iou s  
requirem ent that records be retained  through  
at least on e co m p lia n ce  exam in ation .

SECTION 213.7—Inconsistent State 
Requirements

1. Procedures. O n ly  sta tes (th ro u g h  their  a u ­
th or ized  offic ia ls) m ay request and receive d e­
term in ation s on  in co n sisten cy . T h e  p roce­
dures for requesting  a B oard d eterm in ation  on  
in co n sisten cy  are con ta in ed  in ap p en d ix  B.

2. Inconsistent state disclosures. A  lessor that 
c h o o se s  to  m ake in con sisten t sta te d isc losu res  
m ust d o  so  in the  m anner prescribed  by se c ­
tion  2 1 3 .4 (b ) .

References

Statute: §§ 1 1 1 ( a ) ( 1 )  and 1 8 6 (a )
Other sections: §§ 2 1 3 .2 (a )  ( 1 6 )  and 2 1 3 .4 (b )  
and  ap p en d ix  B
Previous regulation: § 2 2 6 .6 ( b ) ( 3 )
1981 changes: N o n e

SECTION 213.8—Exemption of Certain 
State-Regulated Transactions

1. Classes eligible. T h e sta te  d eterm in es the  
c lasses o f  tran saction s for its exem p tio n  and  
m akes it ap p lica tion  for th o se  classes. C lasses  
m ight be, for exam p le , a ll a u tom ob ile  leases or 
all leases in w h ich  th e  lessor  is a bank.

2. Substantial similarity. T h e “ su b stan tia lly  
sim ilar” standard  requires that sta te  sta tu tory  
or regu latory  p rov ison s and sta te  interpreta- 
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tio n s o f  th o se  p rov ision s m ust be gen era lly  the  
sam e as the  federal act and the  regu lation . A  
state w ill be e lig ib le  for an exem p tio n  even  if  
its law  cov ers c la sses o f  tran saction s n ot c o v ­
ered by th e  federal law . F o r  exam p le , i f  a 
sta te ’s law  covers leases for agricu ltura l pur­
p oses, th is w ill n o t p revent the  B oard  from  
gran ting  an ex em p tio n  for co n su m er leases, 
even  th o u g h  leases for agricu ltura l purposes  
are n ot covered  by th e  federal law .

3. Adequate enforcement. T h e  standard  re­
q u iring ad eq u ate p rovision  for en forcem en t  
gen era lly  m ean s that appropriate sta te officials 
are a u th orized  to  en force  the sta te  law  
through  p roced u res and san ctio n s com p arab le  
to  th o se  ava ilab le to  federal en forcem en t  
agencies.

References

Statute: §§ 1 1 1 ( a ) ( 2 )  and 1 8 6 (b )
Other sections: §§ 2 1 3 .2 (a )  ( 1 6 )  and 2 1 3 .4 (b )  
and ap p en d ix  A
Previous regulation: § 2 2 6 .6 ( b ) ( 3 )
1981 changes: N o n e

APPENDIX A—Procedures and 
Criteria for State Exemptions

References

Statute: § 1 8 6 (b )
Other sections: § 2 13 .8
Previous regulation: § 2 2 6 .8 0  (su p p lem en t V I,

§D
1981 changes: N o n e

APPENDIX B—Procedures and Criteria 
for Board Determination Regarding 
Preemption

References

Statute: § 1 8 6 (a )
Other sections: § 213 .7
Previous regulation: § 2 2 6 .8 0  (su p p lem en t V I,
§ H )
1981 changes: N o n e
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APPENDIX C—Model Forms

1. Permissible changes. A lth o u g h  use o f  the  
m odel form s is n o t required, lessors using  
them  properly  w ill be d eem ed  to  be in c o m p li­
an ce w ith  the  regu lation . L essors m ay m ake  
certain  ch an ges in th e  form at or co n ten t o f  the  
form s and  m ay d elete  any d isc losu res that are 
in ap p licab le to  a tran saction  w ith ou t losin g  
th e  a ct’s p ro tection  from  liab ility . T h e  ch a n g ­
es to  the m odel form s m ay not be so  ex ten sive  
as to  affect the su b stan ce, clarity , or m ean in g­
ful sequ en ce o f  the form s. E xam p les o f  a ccep t­
ab le ch an ges include:

• U s in g  the first p erson, in stead  o f  the  se c ­
on d  p erson, in referring to  the lessee

• U s in g  “ le ssee ,” “ lesso r ,” or n am es instead  
o f  p ron ou n s

• R earrangin g  the sequ en ce o f  the  
d isc losu res

• In corporatin g  certain  sta te “ plain  E n ­
g lish ” requ irem ents

• D e le tin g  inap plicab le d isc losu res by w h it­
ing ou t, b lock in g  ou t, filling in “ N / A ” 
(n o t  ap p licab le ) or “ ’O ,” crossin g  out, 
leav in g  b lanks, ch eck in g  a b ox  for ap p lica ­
b le item s, or circ lin g  app licab le item s. 
(T h is  sh ou ld  perm it use o f  m ultip u rp ose  
standard  form s.)

• A d d in g  lan gu age or sym b ols to  in d icate  
estim ates

2. M odel open-end or finance vehicle lease dis­
closures. M od el C - l  is d esign ed  for an open- 
end or finance lease o f  a veh icle . A n  op en -end  
or finance lease is on e in w h ich  th e  lessee’s 
liab ility  at the  end o f  the  lease term  is based  
on  the  d ifference betw een  the estim ated  value  
o f  the leased  property and its realized  value. 
S ection  2 1 3 .4 (g )  (1 5 )  ( i )  requires d isclosu re  
o f  an item ized  tota l lease ob liga tion  for such  
leases. T o  facilita te  th is d isc losu re , m odel C -l  
d iv id es th e  in itia l ch arges (item  3 ) in to  tw o  
categories: th o se  that are inclu d ed  in the total 
lease ob ligation  and th o se  that are not. T h e  
am oun t o f  the  m o n th ly  paym ent ( item  4 )  is 
sim ilarly  d iv ided . T h is form at perm its the  
co m p o n en ts o f  the to ta l lease ob ligation  ( item

11) to  be d isc lo sed  sim p ly  by cross-referen ce  
to  the  previous item s. See the com m en tary  to  
section  2 1 3 .2 ( a ) ( 1 7 ) .  T h e  in c lu sio n  o f  taxes  
in the basic m o n th ly  p aym ent d isc losu re  
(m en tio n ed  in th e  in stru ction s to  item  4 ( a ) )  
is n o t m adatory  in all cases. (S e e  th e  c o m ­
m entary to  section  2 1 3 .4 ( g ) ( 1 5 ) . )

3. M odel closed-end or net vehicle lease disclo­
sures. M od el C -2 is d esign ed  for a c lo sed -en d  
or net lease o f  a veh icle . A  c losed -en d  or net 
lease is on e in w h ich  the  le ssee’s liab ility  at the  
en d  o f  the  lease term  is not based  on  the differ­
en ce  betw een  the  estim ated  va lu e o f  the  leased  
property and its rea lized  value. Item  1 3 (c )  is 
in clu d ed  for th o se  c losed -en d  veh ic le  leases in 
w h ich  the lessee’s liab ility  at early term in ation  
is based  on  the  v eh ic le ’s estim ated  value. (S ee  
sectio n  2 1 3 .4 ( g ) ( 1 4 ) . )

4. M odel furniture lease disclosures. M od el 
C -3  is a c lo sed -en d  lease d isc losu re  sta tem ent  
d esign ed  for a typ ica l furniture lease. It d oes  
n ot in clu d e a d isc lo su re  o f  the  appraisal right 
at early  term in ation  that is required under  
sectio n  2 1 3 .4 (g )  ( 1 4 )  b ecau se few  c losed -en d  
furniture leases base the  lessee’s liab ility  at 
early term in ation  on  th e  estim ated  va lu e o f  
the  leased  property . T h e  d isc losu re  m ay be 
added, if  it is app licab le , w ith o u t lo ss o f  the  
form ’s p ro tection  from  c iv il liab ility .

References

Statute: §§ 105, 130, and  185
Previous regulation: §§ 2 2 6 .1 5 0 1 , 2 2 6 .1 5 0 2 ,
and 226 .1 5 0 3
1981 changes: R eferen ces in the in stru ctions  
to  the prev ious regu lation  have been deleted .

APPENDIX D—Federal Enforcement 
Agencies

References

Statute: § 108
Previous regulation: A p p en d ix  E  
1981 changes: N o n e
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