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Senate Bill 300 Sponsor Statement

“An Act relating to the handling of negative equity in motor vehicle transactions”

Senate Bill 300 updates the definition of “principal balance” found in the Alaska Retail
Installment Sales Act to accommodate the proper disclosure of negative equity. Furthermore, the
bill clarifies how, within a lease arrangement, an incidence of negative equity is handled.

There was a time when lending institutions required borrowers to monetarily participate in
purchase transactions. In fact, down payments of 25% w'ere quite common. Furthermore, term
loans were held to a maximum of 36 months. But, over the last several years these guidelines
have gone by the wayside. The strength and stability of the national economy have spurred
consumers to demand lower-payment loans along with greater value,

Banks, credit unions and acceptance companies have accommodated the marketplace by offering
low, or no, down payment options as well as lengthening the allowable repayment period for
many types of lending products. This phenomenon is particularly evident in retail auto sales
where qualified buyers often broaden their budget by opting for 100% financing over the longest

possible term.

The mathematical effect of this financing strategy is simple the point in lime at which the
vehicle’s market value exceeds the outstanding balance on the underlying loan occurs much later
than it otherwise would. Until this point is .cached, the owner’s equity position is commonly
known as “upside down” or “negative”. In other words, the value of the vehicle is not yet
sufficient to completely repay the outstanding balance on the loan.

As a result, when the owner wants to trade for a different vehicle, the dealer has to figure out
some way to accommodate the loan payoff in the trade-in. At one time it was common practice
in some states to simply inflate the price of the car to be purchased enough to permit an
allowance for the trade-in that would cover the amount owed. The negative equity disappears.

This method solved the equity problem but failed to adequately describe the transaction
mathematically. So, over time, this practice fell into disfavor and, today, it is more common that
new vehicles are sold at non-negotiable prices, i.e., through factory incentive programs.
Furthermore, the Federal Reserve Board provided guidance on this issue through revisions made
to Regulations M and Z. These Regs control the manner in which lease and credit transactions

(respectively) arc disclosed.
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Reg M was revised to provide a dedicated disclosure line on the lease agreement in cases where
aprior loan or lease balance (negative equity) is rolled in to the new' lease transaction. Revisions
made to Reg Z altered the definition of “down payment” thereby solving the negative equity
Issue as it may pertain to a loan transaction.

So what does all this have to do with Senate Bill 300? The vast majority of banks and credit
unions are federally regulated. Therefore, they follow federal disclosure laws (state laws do not
come into play). However, acceptance companies, like GMAC, Ford Motor Credit, and others,
are required to follow' federal and state laws. The dual adherence requirement has effectively
created a disparity in the manner in which loan and lease transactions are disclosed in cases

involving negative equity here in Alaska.

So the bottom line is that w'hile Federal law has been revised to accommodate this situation, our
state law' has not. SB 300 resolves this disparity by updating the definition of “principal balance”
as it pertains to the stale’s disclosure requirements for retail sales contracts found in Chapter 10,
Title 45. Furthermore, the Bill adds corresponding language to Chapter 25 pertaining to the
handling of negative equity with respect to lease agreements. These modifications bring st .te and
federal law' back into alignment.
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Deborah Grundmann

From: Thyes@aol.com

Sent: Tuesday, February 28, 2006 10:03 PM
To: Deborah Grundmann

Subject: sB 300

Senator Seekins asked me to check with the Alaska Bankers Association to make sure they have no problems
with SB 300. They gave the ok.

Thyes

3/1/2006
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Seekins Ford

Lincoln-Mercury, Inc.

1625 Seekins Ford Drive
Fairbanks, Alaska 99701

Hnance Department

Steve Spencer (907) 459-4032
Mark Browning  (907) 459-4034
Jadyn Glynn (907) 459-4022

Hnance Fax (907) 459-4057
Toll Free (800) 478-1991
Fax;
|S |_ Pate;
RSL cc:
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"Ford Credit Is Ford Motor Credit Company. The "HoWar' a

Ford
RIVE FAIRBANKS AK Cicdif

M LEASING LLC

and ite asetgne.

By signing "You" (Leasee and Co-Lessee) agree to lease this Vehicle according to the terms on the front and back ot this lease.

NewAlservDemo  Mileage st Delivery Yev/Moxs/Moctt GWV if Truck (toe.) Vehicle IDs Vehicle Use
1FTPU14586FA27882 PERSONAL
1. Amount Due At i. Monthly Paymente 3. Other Chargee s. Total of Paymente
Lease Signing or (not part of Your monthly payment) (The amount You wDt
Delivery L. ® Diapowtton fee (If You do have paid by the and
(temized Below) * I . not purchase the Vehicle) of the lease)
payments O|p S3-67
day of each month. JK Your monthly
payments is % 26464.41
ltemization of Amount Due at Leaee Signing or Dettvcry
5. Amounts Due At Lease Signing or Delivery. 6. How the Amount Due At Leaee Signing or Delivery will be pskl:
a. Capitalized ooet reduction %
b. First monthly payment
0. Refundable security deposit n. Net trade-in allowance
d. Title fees b. Rebates and noncash credits
e. Registration lees c. Amount to be pak) In cash

7. Your monthly payment Is determined as shown below:

a. Gross capitalized cost The agreed upon value of the Vehiote ($__35980.00___j and any iteme You pay
over the leaee term (such m service contracts. Insurance, and any outstanding prior credit or lease balance) . .
(temized below)**

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

that You pay that reduce# the gross capitalized C O St........ccccooiiiiiiiiiiiiii i

Adjusted capitalized coat. The amount used in calculating Your base monthly payment ...

. Residual value. The value ol the Vehicle at the end of the lease used In calculating Your base monthly payment
e. Depredation and any amortized amounts. The amounts charged lor the Vehicle's decline in value

=

o ©

through normal use and for other ltems paid over the [ease terM ..........cooeiiiiiiiiiiiiie e
t. Rent charge. The amount charged In addition to the depredation and any amortized amounts.............cccccceeene
g. Total ot base monthly payments. The depredation end any amortized amounts plus the root charge..............
h. Leaee paymente. The number of payments IN YOUr I8ASE.......cccuuuiiiiiiiiiiiie et naeee e
. Base MONTAIY PAYM @M.ttt e et e s bt e et et e eae e e bb e e et b e e e bn e e eaneenanee e
|- MONhlY SAIES | USE T X .v.vivreceieececeeee ettt e en e en e ee s en e ennanae

m. Total monthly payment
n. Lease term In months..

iaity Termination. You may have to pay a substantial charge tf You end this lease early. The chiroe may be up to several thousand oodefs.
The actual charge wM depend on when the Kate Is tsrmtnatsd. The earlier You end the leeae, the paster this charge la Hkely to be.

A Eaosse Wear and Uae. You may be charged for excessive, wear based on our standards for nonnal use. At the td of this lease, unless
You purchase the Vehicle, You murt pty to Lessor  __ cams per m8e for each m in excess of__ _ mifea shown on the
odometer. See Item* 19 and 23 on back for additional excess wear and use terms.

9. Extra MNeogs Option Credit. ALthe scheduled end oyhU lease, You wll reoerve a credit of ..cents per unused mile for the number ot
unused miles between------------------ - end— s L- miiee. less any amounts You owe under this lease. You wit not receive any credit it
the Vehicle Is destroyed, If You terminate Your lease early, exercise any purchase option, are in usiault or the credit is less than $1.00.
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Other Important Terms. See Your lease documents tor additional totormatlon on early termination, purchase option and maintenance
responsibilities. warranties, late and default charges, insurance, and any security interest*. If applicable.

11. WARRANTY The Vehicle is covered by any warranty, 15. LIFE, GHSABILITY AND OTHER INSURANCE Theoe coverages are not
extended warranty or service contract indicated below: required to enter into this lease and will not be provided unless You sign below. If
Insurance la to be obtained by Lessor, the coverages are shown in a notice given

(i Standard new Vehicle warranty provided Oy the to You this date and arc for toe term of this lease.

manufacturer or distributor ot the Vehicle.

Py FORD ESP Uto N/A
Insurance - S
Insurer Initial Cov*rage “np”nl
Hthe Vehicle Is of atype normally uted tor personal uss tnd the Lessor, S )
toauredts) Premium

0* toe Vthlda’a menufecturer, extends » wrfttsn warrsnty or asrvles eon-
baot cov. .ng th* Vshicfs within go days from tha dsft of this Isms, You

get Implied wamnelst of meretwntabUtty and Rinsss tor s psrtioufar pur- Disability 'nﬁl;rzd* Signatured) N/A
pose covering the Vehicle. Otherwtss, You understand and agree that there Insurance S
mre no such Implied warrandae except te otherwise required by stats taw. in*ur»r Monthly Coverage
S N/A
18. OFFICIAL FEE8 AND TAXES | 313.00 Insured Premium
The estimated totu) amoum You WSl pay for official and license toes, regi-
stratlon, tttie and taxes over the (arm of Your lease, whether Included with Insured* Signature
Your monthly payments 0 aseaeeed otherwise. The actual total of tees Pther N/A
and taxes may bo higher or lower depending on too tax rates In sheet or nauranee
the value ol the leased property at the time a fee or tax Is assessed. Type
N/A * N/A
13. LESSOR SERVICES N/A Insurer Monthly Coverag*
(See Item 18 on back) s N/A
insured(t) Premium

14. LATE PAYMENTS You w*l pay a late charge on

each payment that Is not racotvod within 10 days after Insurod's Signatures)

it is duo. The charge la 73% of the full amount of the ) N/A
. Total Premium* S

scheduled payment or $80.00 whichever la less.

‘16. Itemization ot Oroaa Capitalised Coat

Agreed Upon Valuo Sales/Use Tax & Other  Ttite Feet Uoensa i Registration  Extended Warranty & Acquisition Foe
i N
0,;*\B4580.00 APeeTAxesT VA Fri5.00 595.00
Documentation Fes Lito Insurance Disability Insurance
Premium Premium WEAR CARE
g «M V< N/A *$ NA ¢~ Soo.ee-

SIGNATURES AND IMPORTANT NOTICES

Modification:  This lease sots forth an of the agreements of Lessor end You tor tha tsass of the Vehldo. Therf~le-ne etoflfagreament. Any change n
tola lease must be In writing and signed by You and Ford Credit.

Lessee: —LLPSIjlIF OCIUH JfIF By: _X Title:.

Co-Lesaea.. By: X TWe.

YOU ACKNOWLEDGE THAT YOU HAVE READ AND AGREE TO BE BOUND BY THE ARBITRATION PROVISION
ON THE REVERSE SIDE OF THIS CONTRACT.

NOTICE: (1) Do not elgn this least before You read it or If It hae any blank space to be Died In. (2) You have the right to get m Hllod-In copy of tola
lease. You atate that You have been gtvsn a fiIHed-Jn copy of this lease at the time You sign K and node* of an assignment of this lease by the
Lessor to Holder.

Lease™ pSIDE- DOWN JQF By: A Tt
Co-Leesee.. By; X Title:.

Lessor is hereby notified that Holder has assigned to ‘Intermediary. as defined In the Red Carpot Leas* Assignment, its nghls (but not Its obligations) wtto
respect to tna purchase of tom Vehicle and tha nato of tots Vehicle at lease torminallon.

Lessor accepts till* Ware and assigns it to Holder under toe term* of toe Rod Carpe. -ease - WOfi Plan Agreement  Program No.
between Lessor and Holder unless otherwise Indicated here:
O LEV GUARANTY

Leacor SEEKINS FORO-UNC-HERC., INC. B X. T

E‘é\"i gjifggoﬁgpm({f NOT be usog,  Question*2? Contact Ford Crediit at 1-600-727-7000 or www.fordersdlt.com
AR Y : NOTICE: SEE OTHER SIDE FOR IMPORTANT INFORMATION
CONSUMER PAPER

ORIGINAL
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ap Code)

UPSIDE OOUN JOE
-555 DOWNSIDE DRIVE

FAIRBANKS AK
www.fordcredN.com

TCONTRACT

SEEKINS FORO-LINC-MERC-,

U4/2t)/2W O

DATE 102006

12:44:23 p.m. 4/9=":

INC.

1625 SEEKINS FORD ORIVE
FAIRBANKS AK 99701

You. the Buyer (and Co-Buyer, if any), m«y buy the vehicle described below for cash or on credit The cash prfoe is shown below as ' Cash Price.* "The credit price
Is shown below os Total Sale Price.* By signing this contract, you choose to buy the vehicle on eraoH under the agreements on the front end back of this contract.

New/Used Mileage Year and Maks Model Vehicle Identification Number Uc* For WhfoTi Purchased
N/A 2006 F-1S0 SER Personal 0 Agricultural
NEU FORD TRUCK 1FTPU14586FA27882 O Commercial
. wa st
2005 FORD TRUCK 14000.00 t 17586.00 , w i

Trade-In
Year and Moke

Proas Allowance

Amount Owing

*m
1. CASN PFICH  ooeieeeeeeieeeeiseeess sevestan srevstssssens sessnessssesssssesssssse s $36479-00 (]_)
2. Down Payment
Third Perty Rebate Assigned to Creditor R N/A
Cash Down Payment----------eeemv Lo [ N/A.
N/A $_ N/A
Trsda-in (description above) . e s .S Q«QQ._
Total Down Paymant o $ 0-00 (2)
Unpaid Balance of Cash Price X minus2) ... >36479.00 (3)

Amounts paid on your behalf (Seller may be retaining a portion of thee# amounts)

To Public Officials

O tor licrse, tick & registration fees 4 115.00 ;
QD lor official fees 4 1S.00 ;
@ lor taxes (ot InCash Price) 4 N/A S
To inauranoe Companies for
Credit Life INSUFaNCe........ccees ceiiiiiiiiees e e 9 _N/A
Disability INSUraNCe ~........ccccvviiiieiriees e ceees cveeeeean $ II_}/rr_'
L7 A oot s e ensea @ s ! NZA
T al JE . N/A
Jw ncrTuroorr <oK tb AilVt tUUIlY
<l/A
<I7A
<17* <*KIA T/A
Total -  -.. t 401n 00 fat
5. Amount Financed (3 PIUS 4) viiiviviiiiiiinmrinnnnnns 1 40490.00Q 6)
ANNUAL FINANCE ~ Amount  Total of Total Sals
PERCENTAGE CHARGE Financed Payments Price
The amount of ~ Th* amount The total cost
RATE The dollar amount . - o provided ~ You will have ot your purchase
Ths cost of your the credit wM to vou or on Paid whan you on credit,
crodH as a yearty rata cost you 4 nave made ak deluding your
your behalf scheduled downpayment
payments 0f$ . 0_00
11-00  * ,12569.20 70490.00 *53059.20 t 53059.20

Mt W T W I *Am ovr*

_Wh*n Payment* arc Due

M3Monthly P BemhAnnuaHy O Annually

- 60 884-52
-pr It/A

-iih-

14.2606

YOU ARE REQUIRED TO INSURE THE
VEHICLE. YOU MAY OBTAIN VEHICLE
INSURANCE  FROM A PERSON OF
YOUR CHOICE.

LIABILITY INSURANCE COVERAGE
FOR BODILY INJURY AND PROPERTY
DAMAGE CAUSED TO OTHERS IS NOT
INCLUDED.

CREDIT LIFE, CREDIT DISABILITY AND
OTHER OPTIONAL INSURANCE ARE
NOT REQUIRED TO OBTAIN CREDIT
AND WILL NOT BE PROVIDED UNLESS
YOU SIGN AND AGREE TO PAY THE
PREMIUM.

Credit
ntifn  */A
Insurance Company
mllm
Premium nsuretfs

You/We want Credit Life Insurance.

Buyer Signs

Co-Buyer Signs

Credit
CDisbility M *
Insurance company
1/A. KM
Premium Inaured(s)

You/We want Credft Dissbility Inturance.

Buyer Signs

Go-Buygf Signs
OTHER OPTIONAL INSURANCE

Coverage and Premium and
Insurance Company Term InMontha
JA — -JUA-
ByJ/A 1M-

XItL. 4M -
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fCA mauranpe tmmpanv termm Months
rili) — y nlk
iA - MIL.
b TS

JUA—

Prepayment: tt you pay off your debt earty. you will not hav» to pay a penalty. By‘]UtL TT- m -

) Payment: You must pay a late charge on (h# portion ot eedi payment received more than 10 You/We want the optional Insurance'tor
day* late. The charge Is 7.5 peroent of the late amount or $90.00, whichever Is toca. which premiums are induded above. >
Security Interact: You are giving a security Internal In the vohiole being purchased.

Contract: Please see this contract for additional information on security Interest, nonpayment,
default, the right to require repayment of your debt in full before the schrduled daw, and
prepayment penalty. .

*Gutyer Blgne

. Oo-Buyer Bipne
G Your kst Installment payment under this contract kea balloon payment. _ y P _
Credit Life and Credit DtssbUhy Insurance are

EXCESS Y/CAR. USE AND MILEAGE CHARGES for the term Of the contract The amount and
H the box directly above Is checked, this section, Pnragraph B, end Paragraph C of this  coversgee are ehown in a notice or egraoment
aontract aply. You may be charged for excessive wear based upon our standards for ~ 9iven to you today.
normal use. KFyou exercise the gption © <l the wehlole back to Creditor under Para-

you must pey the Creditor $0.  H/A per mle for each mile Inexoess of D Debt Cencebstion Wchrer Addendum (Optional)

_miles shown on the odometer. If this box la chocked you have purchaeod a debt
cancelation waiver. Purchase ol this coverage is
optional and Is not required to obtain credit. The

Any change In tMe contract must be In wrtthg and signed by you and the Creditor. terms and conditions of the debt canceladon waiver
are set forth In the attached Addendum which Is
Incorporated into this contract. The price for the debt

BuyetJK. conoelation waiver Is set forth on this contract In tha
Signs hemiration of Amount Financed under 9ecbon 4.
C_o-BuyerJ L Buyer.

Signs Signs

YOU ACKNOWLEDGE THAT YOU HAVE READ AND AGREE TO BE BOUND BY THE ARBITRATION PROVISION ON
THE REVERSE SIDE OF THIS CONTRACT.

Tho Annual Percentage Rata may bo negotiated with the Seller. The Seller may assign this contract end may retain
Its right to receive a portion of the Finance Charge.
"YYW T -1

Do not sign this contract before you reed It or if it contains any blank spaces. You are entitled to an exact copy of the
contract you sign.

Buyer (and Co-Buyer) acknowledge that (l) before elaning this contract, Buyer (and Co-Buyer) received and reviewed
atrue and completely filled In copy of this contract and (Il) at the time of signing this contract. Buyer (and Co-Buyer)
received a true and completely filled in copy of thle contract.

CONSUMER PAPER

BuyerJd L gp-«uyer_x_
Signs |gnS
selforSEEKMS FQRO-l mr-HFRf ; Title

THIS CONTRACT IS NOT VALID UNTIL YOU AND SELLER SIGN IT.

Seiler mey transfer this contract to another person. That person wttl then hava all Balter's rights, privieges, and remedies. By signing below, the

Seller assigns this contract to FORD HOTQR CRFfIIT COHPAIY (‘Assignee’).
To contoot Assigns* sbout this contract, cell 1-800-777-700(1 or visit thsir wsbelfe et w w M -fo rriry ~Ari( ( _
S*EEKIHS FORD-I11KOHERC.. tyCX Rile fll BURR

rc 17,60+ (O G (Pr.*** bk mey NOT In wed.) SEE OTHER SIDE FOR ADDITIONAL AGREEMENTS

K) 170851

ORIGINAL
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Q074f& ~ ,e ,ua”n r r n - 12246041 pF t 1 I P * '"® .
Sells
me following described property terms »e»forth below and on m« reverse aide of thla"agreement. Buyer acknowledges and
represents that the property d being purchased primarily lor (a) Personal or Famly use LJXM) Cwrimerolal or Business uee (check ore)
YER MAOENAME MOOR Boorrhft IDCKTWCATLON NUVBER NB4AISED
200fi FORD TRUCK - Si.Le.Li".CRfy 4X 1 1CTPU1ACftAFA27fIft? MFU

COMPHEHENSIVE AND COLLISION INSURANCE REQUIRED. Buyer must Immediately procure Comprehensive and Collision Insurance coverage. This
inference must contain a Lose Payable Clause Endorsement renting Web Fargo Bank. N.A. (VilFBI as Lienholder. This ftsuranoe may be prooured through
and placed with Buyers choice al broker and company, subject to WFB's right lo refoee ta acospr an insurer for reasonable cause. It proof at mis neurones is
not provided to WFB within fiteen (15) days of foe date ot tha uontroct WFB may. al its option, ordsr a pokey to protect Its inlerosi In the coilatsrol and Buyer
must pay for such policy or. at WFB's option, such costs shall be addod to me tSenca of Buyers loan. This Insurance will not include t>oriLy injury', ‘public
ttobfilTwand property damage liability,* and will not comply with any state Snanotai responsibly law. MAXIMUM DEDUCTIBLE M $600.

MIZATION CEAVOLNTH

e »__35980.00 prrount Feicen Conmé e Gl ity oo articesroun)
ORAWE Fee 2SSJIML Eorobofer 4 N UM I
RotAaAT M io-jua
"em cxin rvio. 36275.00 @ W 199.00 » ~.CLASSIC J5AP-
Lbn UA btnterol Corpuin*
om JUA. Wmmxv M bkourai Garpeni
Ridr aHnNAU JLQfIL éwamm@e <<\/ﬂ 130.00 THRMEOIOMI
P .4215.QQ.
FORD TRUCK DITION 2005
kR0 IRGCK Effef At (%4 ,40490.Q0.. 4§
Teicon (YN 0 owo- . meictawp .12560.8a @
ke CMN Prtci i i) N 362750~ @ THIRyEmK.J .53050.80 . ()
loUl Sde P4 (< i 4 tt) 53050"0 <=
_ ANNUAL
Anount Ptrenesd FINANCE CHARGE PFIHCENTAGE RATE THHd Payrelife Toied 8dv Prfe
40490.00 a  12560.80 11.00 (M d
it nuM> mw. me(d] cikcim i * P TaU P) Clyicy
e ol R M pbe ity
(O 0.0fl
fotret = A A ikl Wiun PRy, AbO>
59 t 884.1ie MONTHLY BEGINNING 04/14/2006
« 884.1% FINAL PAYMENT DUE ON 03/14/2011
k<ar1wci)<f th\l/vl« |tan4N««ai conndrg oMM nndi WANASNW ri mW- MiOne*, ViEyHnM tow \WML)
|

GDITUrt KIS ANDOAICAT GSAMITY INGRNCS S NOT ROUEB) TOOMMWN C'DIT, bU W - il G4prowAMEyeLl iy M BytiVet iV

Sl OV e e e

$ N/7A Sigw.
ORCHRIERY N/A J‘m
11VOVAUN
s N/A on
join(ynsmU)
$ N/A §Ju5
_ Brmiuri
A QMaae@mJ - PWM P@AM*QMEMWPQoftm%ywnHM

fc l| >Hiwwar|-w *@» . FW» Hxe*<t] iiSif iw W«IM fctopWM»*tewooellN
R —eaREmE D T Fc ISR | HIDITDOTe DA T > < Awp

ArWrMfen C Iwu T|e forma mM con@Vbomm  ®# revens side st this documenttn partif till contract R ut Drew Mtmsr t ceeMM s in ffielr teHnrty.
1he AemM Pi rceitat* Rite issy be ASfoftstefi Wb Me tetter. Tfieleftar My asiiga tMs costrsct asd retainhsrigM to restive | part jf the fisanca ckarp.

th*vthlda dweribad below fromfit* 8u*sofAIadqa, | must dotain witten sson trunthe ﬁcrfd\/tarmrmd on the vahidt tityswdfor reoutration aj
6« GW a3 A &rk KA
N\Menw we W)»T ethm‘ee W
NOTICE TO BUYIR

tvjc TrgiM inn r>i>ii ititidsiPPctBiwn on Tut P irv mfup.ic iop partnr-mmqrrjinnv »»uccMPMT
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THONa (In**) 36275,00- M m 499J‘OOTb CLASSIC GAP
DRy CeQN -N/A ThodatGnpee.
Ca . N/A. ends B My 1UA Ibhauac Gnpa*
Postoaletoln\elL _0.0Q_ M waRaackeron 13000 ThPublo Ookuie .
RSO B SR ITION 2008 e N
TDwiFewit % @D M HecOE ~12560.80.. w
NIOIHITTD(].WS 36225 _QQ0_ M wadpaymmees . 53050 .80 (>
TadMe Pn(tea t « i 53Q05Q .8Q (b)
Avourt Firorernd ANANEGHRCE RO RE Tod QPRyret* Toid SRt
‘ 1049000 ‘ 12560,agm 11_000&1[ s 53050.80
(lm“fwhi tw €0, \ ad
W W T 0'.Co

Ntird mynwh At ottoyrare
59 » 884 .16 MONTHLY BEGINNING o4/14/2006
1 834.18 FINAL PAYMENT DUE ON o03/14/2011

I tonpwtvmwre fun dre noverttr prardMIMm, aovea Mt totia Gl fovarareg adayamw |
ummmmmwmmmmwmmmwwmmwa@mumm

M@ t Eim Afiprae Y
WG L Y Ao
it

| N/A fen

>

dn GaeCiby

%

Syt
%gnnn

. Y (
WF’RP{?]w_%agm\llvantti%‘?v|swa;ﬁmh|3109|Irw\evaw\ns qperEr&% ny \ih\;auy«t» A ﬂwp)aN ﬂi

MBIP«W .»*Hr*t«hH*HMifeyatotoM — attotosaftoalwem utatoiem fW ttow M M | Tto.Wirfi toaliaito topiwlwinanew wr
aa*«to*ealfafm *I fatouted todM lel>we*ie 13arwwetoteM .Pe — sumwettowne...—rwmeito.a— puPfertoaeltoepeyeM.

ArirtMto* Clam*: Tto tomu isd ossMmu in Ms reveres sfot t(M i loesmsst tn psrl tf foemaksd. ftsadtots ttrm M d os«m*r; 31>ilrM>iLy
' 1M Aweti Percsottfs Ritatrey It esjottdw mth (to Isutt Tto lalir tuy ttslp MU oselract m« retetaNi rilM »t mem aperta \*. vancaofgrta

Wore removm the vehlefo described betowfromHi SUte of Alaska. 1 must otXan written permiwion fromthe Hehodat named onth. .dNcfcWei d/or lecotnnon is
required by Section 28.10.491 of the Alaska Motor Vehicle Act Weis Ft/go Bet*. NA wflnctR jfiontt removal rom USA

lea yae.i— antoil awtotorapfewauaa .i whi Ain iiwijawit.aweee.iM «nt— wW reetrtrMreeto weir,..w d »wnn.«ana town to ir.M»m ew.

1 N/A

A . .
R s e R M&}/WW LDMES
Sailer Intend* to AMIgn thit Agre«m«nt to Wolls Fargo Bank, NJ\. ;

w -Adkins ford-unc-herc., inc. n n Ojlwzm

—_— senSigniiuio

UPSIDE DOUN JOE

s TOTAFKINS FORD DRIVE T

Stremt ATOALA .

Gy Z3 FAIRBANKS AK 99701 A\ -555 DOWNSIDE DRIVE
DU FEBRUARY 28th, 2006 Caydim FAIRBANKS AK
IND163(/b in-mu *MMmisnmr - nukriln
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vV4iMiyV I/ 'HUim UIU MUUrVUB creditor-SELLER (Name and Address)

INC.
RIVE
ARKS AK 99701

Yaurand 'yourN h I to th# Buyer (and Co-Buyer. K#ny) ol ite Prcpwy Being Purcheeeo -cruStor or «Soiiw relerelolheee«ero<the Property Bang Purchased- sCreditor Include* tw
perty 10whom ire* contract a assigned, 4 any. You m*y buy the good* ai property deeenbed wtow tor o«*h cron crod*. The caoch poo* a shown Mow u #Geeh Sri* Pnes.  The aed«
pr.o* « ahoan betowit Total Sen Pnoa‘ 8y signing IN* contract, you agree to buy th* good# or property on credit under If* egreemerte on the front end baok of the ccrarect. You
«re*10oevin* Creditor tiw Anxxrrt Anenced end Rnenc* Onwo* actordng to thetrivmBnlecheduleehowntxitow  Creditor wSHoute the Fkieno* Chera* on edaSrtari*.

PROPERTY BEING PURCHABED (COLLATERAL)

Now/used Year and Mai- Model GVWW It Truck (lbs ) Identification Number Use For Which Purchased
2006 A Pereonil, Family
HU FORD TRUCK F-1S0 SERIE 5324 1FTPM14586FA2788Z or Hovsehod
11 Agriouhurel
U Commerolel
Trada.m 2.005 FORD TRUCK 14000.00 17586.00 INSURANCE
Year and Maks - Gross Abowanc* Amount rg INI *ANCE on the goods or proper-
ITEMI2AtIOfiim M & UNT FINANCED _ A, ty B.iNG PURCHASED MAY BE OBTAINED
Cash Sals Price PRICE INCLUDES X 295.00 DOC FEE . 1J275:00~~"T FROMA PERSON OF YOUR CHOICE.
Down Payment THE INSURANCE COVERAGE ORDERED
Rebates Aaalgned to Creditor N/A UNDER THE TERMS OF THIS CONTRACT
tot DOES NOT INCUJOE 'BOOCY INJURY
Caah EOVVJpPaymant tot LIABILITY," 'PUBLIC LIABILITY." AND 'PRO-
Other. o TO" PERTY DAMAGE LIABILITY COVERAGE.
Tradle_ln( pticn ) 0 00 2\ CREDIT UFE, CREDIT DISABILITY AND
Total Down Paymsnt . $ 36775UQ- _ )3’ OTHER OPTIONAL INSURANCE ARE NOT
3. Unpaid Balance of Cash Sale Price (1 minus 2) $ ™1 REQUIRED TO OBTAIN CREDIT AND WILL
4. Amounts paid on your behalf (Seller may be retaining a portion of theae amouma.) NOT BE PROVIDED UNLESS YOU SIGN

To Public Officials for AND AGREE TO PAY THE PREMIUM.

O licrse, titk & registration fees $ 130.00;

(nu.c.c. fees 3 W/A Credit Life Insurer
O taxes (not inCaah Sale Price) 3 _ N/A 130.00 S N/A
To Insuranoa Companies for: .
Credit Life Insurance N/A" Premium Irsureo(a)
Credit Dlaabiuty Insurance TO -
Other Insurance  "/A TO" Signature”)
Other Charges _
To N/A for NZA N/A Credit
To "CLASSIC" GAP 499.00 Diea\By. reLrer
To FORD HOTOR CREDI™ TRADb™TN PAYOFF - W A N/A
Total - g% Premium Insured
S. Amount Financed (3 plus 4) m0490.00 nsur
Signature
ANNUAL FINANCE Amount Total of Total Sale
PERCENTAGE CHARGE Financed Paymente Price N/A N/A
RATE The collar The amount of  The amount you  The total coat of Tvoe of I T
SThe QBtofyour areit ~ anount e aeditprovided  willhave paid  your purchase ype of fhsurance erm
at ayearly rdle. aadlvillcost tyouoron  when, ju have on crecK. N/A s N/A
you. your behalf.  made dl scheduled  including your Insurer Premium
payments down payment of
$ 0.00 Signature
11.00 % $ 12573.40 , 40490.00 $ 53063.40 t 53063.40 Credit Life and Credit Insurance
areformijtem of the conlr’]acl IThe
t
Payment Schedule: Number of Amount of Whs _Payments aréngg Oraggré:é)%/gggggisvenar%@ozwgn ?hlg
Parents cte.
Lfinal S Krijy/nmn- _ Rec_1U|red Insurance _
Creditor requires buyer to acquire and
Prepayment: If you pay off your debt early, you will not have to pay a penalty. maintain ~ "omprehensiva and oollision

Insuranct  a the term of thle contract Inan

Late Payment: If your payment « late seven days or more, you wll be charged the greater of 20% of me ammint oniol th iia week walna nf tka



9074694067 Seekins Ford | n/r\
Trade-In (description ->hove) e. tot
ToUJ Down Payment S. o 000 W
3. Unpaid Balance of Cash Bale Price (1 minus 2) S. WTITW (*)

4. Amounts paid on your behalf (Salter may bo retaining a portion of thee# amounts.)
To Public Officials for

() license, trtte & registration fees $. 130.00;

H U.C.C.fees $ N/A.

(H) taxes (not InCash Sale Price) $ N/A 130.00

To Insurance Companies for:

Credit Life Inauranoe . N/A
Credit Disability Insurance S 77T
Other Insurance _ N/A [ TO™

?‘theﬁﬁia roes (or NA

«, N/A
To CLTSS' for " MP $.
I'DIGtmOIfar TWMN TAWF $
Total S. «
5. Amount Financed (3 plus 4) t, 40430.00- (5)
FEDERAL TRUTH-)N-LENDING DISCLOSURES
ANNUAL RNANCE Amount Total of Total Sale
PERCENTAGE CHARGE Financed Payments Prtos
RATTE The dollar The amountof ~ The amountyou  The total cost of
The cost of your credit amount the credit provided wiM have paid your purchase
ss a yearly rate. caditwil cost 10you or on when you have on credit,
you. your behalf.  made all scheduled Including your
paymente. down payment of
s 0.00
11.00 12573.40  40490.00 [ 53063-40 s 53063.40
Payment Schedule:  Number of Amount of When Payments
EechPg”
1 firel WT39

Prepayment If you pay oft your debt early, you will not have to pay a penalty

Late Peyment: If your payment Is late seven d r« or more, you will be charged the greater ol 20% ot the
interest due or 5 cents, to a maximum of $25.00. |l you are delinquent two payments, or 32 days in the case
of a single paymet ntract, the late fee is not limited.

8eevrlty interest You are giving a security interest in me goods or Property Being Purctvsed, as
described above. The iod8 or Property Being Purchased secures other obligations now or hereafter owed
by you lo the Creditor ~..0 other collateral held by the Creditor, Including funds on depoefl with the Creditor,
secures this contract (see reverse side under Security).

Additional Information: See the oontrect (reverie side) for additional information about nonpayment,
default and any required repayment In full before the scheduled date

NOTICETOTHEBUYRR

+ Do not sign thb contract before you read Hor If it contains any blank spaces. You are entWed to an
exjKi copy of the contract you sign

+ The Seller Intends to assign this contract to Alaska USA Federal Credit Union.
+ Any change Inthis contract must be hi writing and signed by you and the Creditor.

NOTICE; ANY HOLDER OF THIS CONSUMER CREDfT CONTRACT IS SUBJECT TO ALL CLAIMS
AND DEFENSES WHICH THE DEBTOR COULD ASSERT AGAINST THE SELLER OP QOODS OR
SSIVICES OBTAINED PURSUANT HERETO OR WITH THE PROCEEDS HEREOF. RECOVERY
HEREUNDER BY THE DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE DEBTOR
HEREUNDER. (Does not apply Il purchased for conwnerctel or agricultural use. In that case, you
(debtor) will not assert against any assignee or subsequent holder of this contract any etalme,
defenses or sefoffa which you may have against the Seiler or manufacturer of the goods pure!Mead.)

+ Buyer acknowledges receipt of a true and complataty filled in copy of this contract at the time of
Signing

02/28/2006

Buyert Signature Data  CoBuyeri* Signature Dote

d716am | G020

ttir, luuuv uroUlt, WU hhtO-
PERTY DAMAGE LIABILITY COVERAGE

CREDfT UFE CREDfT DISABILITY AND
OTHBt OPTIONAL INSURANCE ARE NOT
REQUIRED TO OBTAIN CREDIT AND WILL
NOT BE PROVIDED UNLESS YOU SIGN

Credit Ufa
Insurer

N/A

Premium Inaured(s)

Signature”)

Credit
Disability.
insurer

NA

Premium Insured

Signature

NA

Term

N/A
Type of Insurance
N/A $
Insurer

NA

Premium

Signature

Credit Life and Credit Disability Insurance
are for the term of the contract. The
*‘mount and coverages are ahown In a
votice or agreement given to you on this
date.

Raqulred Insurance

Creditor requires buyer to acquire and
maintain comprehensive and collision
Insurance for the term of this contract in an
amount equal the cash value of the
goods or prop«ty, with a loss payable
clause in me name of the Creditor, and
providing 10 days notice of cancellation to
Creditor.

ASSIGNMENT
By signing below, the Seller accepts this
oontraes. If no other Assignee is named In
a separate assignment attached to this
contract th* Sailer assigns It to Alaska
USA Federal Credit Union.

SellK SEEKINS FORO-LINC-HERC-

By Date 02/28/06

QUESTIONS?

A laskaU S A

PLEASE CALL US AT
563-4587
1-800-53.59094 (Outside Anchorage)

AKUSA 021 S3H4/19104

SEE REVERSE SIDE FOR ADDITIONAL TERMS AND CONDITIONS OF THIS CONTRACT

VWHTE-Qedta  YELOMSHw  ANK Bier
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6500 - FDIC Consumer 5rotection
{{2-28-C2 p.6641}}

PART 226— TRUTH IN LFN 4NG (REGULATION 2)

Subpart A— General

Sec.

226, 1 Authorityxpjrpc > coverage, organization, enforcement and liability.
226.2 Definitions and iales of construction.

226J3 Exempt transactions.

226.4 Finance charge.

Subpart B— Open-End Credi*
226.5 General disclosure j egmrements
226.5a Credit and charae ~ard applications and solicitations.
226.5b Requirements for home equity plans.
226.6 Initial disclosure sta*ement
226.7 Periodic statement.
226.8 Identification of transactions.
226.9 Subsequent disclosure requirements.
226.10 Prompt crediting of payments.
226.11 Treat nent of credit balances
226.12 Special credit card.gro. isjons
226.13 Billing error resolution
226.14 Determination of annual percentage rate,
226.J5_ Rjghtjof rescission.
226JJ5 .Advertising.

Subpart C— Closed-End Credit
226.17 General disclosure requirements
226.18 Content of disclosures
226.19 Certain, residential mortgage and variable-rate transactions.
226.20 Subsequent disclosure requuements.
226.21 Treatment of credit balances
226.22 Determination of annual percentage rate.
226.23 Right of rescission.
226.24 Advertising

2/23/2006
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Subpart D— Miscellaneous
226.25 Record retention.
226.26 Use of annual percentage rate in oral disclosures.
226.27 Spanish language disclosures.
226.28 Effect on state laws.
22629 State exemptions.
226.30 Limitation on rates.

Subpart E— Special Rules for Certain Home Mortgage Transactions
226.31 General rules.
226.32 Requirements for certain closed-end home mortgages.
226.33 Requirements for reverse mortgages.
226.34 Prohibited acts or practices in connection with credit secured by a consumer’s dwelling.

226.35 [Reserved]

Subpart F— Electronic Communication
226.36 Requirements for electronic communication.
Appendix A— Effect on state laws
Appendix B— State exemptions.
Appendix C— Issuance of staff interpretations.
Appendix D— Multiple advance construction [oans,,

{{2-28-02 p 6642}} Appendix E— Rules for card issuers that bill on a transaction-by-transaction basis.
Appendix F— Annual percentage rate computations for certain open-end credit plans.
Appendix G— Open-end model forms and clauses,
Apoendix H— Closed-end model forms and clauses.
Appendix |- Fedeial enforcement agencies.
Appendix J— Annual percentage rate computations for closed-end credit transactions.
Appendix K— Total_annual loan cost rate computations for reverse mortgage transactions
Appendix L— Assumed loan periods for computations of total annual loan cost rates.

AUTHORITY 12 U S.C. 380G; 15U.S C. 1604 and 1637(c)(5)
SOURCE: The provisions of this Part 226 appear at 46 Fed. Reg. 20892, April 7, 1981, effective
October 1, 1982, and 58 Fed. Reg. 50512, September 28, 1993, except as otherwise provided

Subpart A— General

§ 226.1 Authority, purpose, coverage, organization, enforcement and liability.

(a) Authority. This regulation, known as Regulation Z, is issued by the Board of Governors of the
Federal Reserve System to implement the tederal Truth in Lending Act, which is contained in title | of
the Consumer Credit Protection Act, as amended (15 U.S.C. 1601 €t Seq.). This regulation also
implements title XllI, section 1204 of the Competitive Equality Banking Act of 1987 (Pub. L. 100-86, 101
Stat 552). Information-collection requirements contained in this regulation have been approved by the
Office of Management and Budget under the provisions of 44 U.S.C 3501 et Seq. and have been
assigned OMB No. 7100-0199

(b) Purpose. The purpose of this regulation is to promote the informed use of consumer credit by
requiring disclosures abou' its terms and cost. The regulation also gives consumers the right to cancel
certain credit transactions that involve a lien on a consumer's principal dwelling, regulates certain credit
card practices, and provides a means for fair and timely resolution of credit billing disputes. The
regulation does not govern charges for consumer credit. The regulation requires a maximum interest
rate to be stated in variable-rate contracts secured by the consumer's dwelling. It also imposes
limitations on home equity plans that are subject to the requirements of § 226.5b and mortgages that
are subject to the requirements of § 226.32. The regulation prohibits certain acts or practices in
connection with credit secured by a consumer's principal dwelling.

(c) Coverage. (1) Ingeneral, this regulation applies to each individual or business that offers or
extends credit when four conditions are met: (i) the credit is offered or extended to consumers; (i) the

offering or extension of credit is done regularly;!1L

lttp;/. www .fUic.gov legulalions laws-rules. 6500-1400.html 2/23/2006
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{1The meaning of “regularly" is explained in the definition of "creditor" in § 226.2(a).)

(iiiy the credit is subject to a finance charge or is payable by a written agreement in more than 4
installments; and (iv) the credit is primarily for personal, family, or household purposes.

(2) If a credit card >sinvolved, however, certain p ovisions apply even if the credit is not subject to a
finance charge, or is not payable by a written agreement in more than 4 installments, or if the credit card
is to be used for business purposes.

(3) In addition, certain requirements of § 226.5b apply to persons who are not cred 'ors but who
providg applications for home equity plans to consumers.

(d) IZallON. The regulation is divided into subparts and appendices as follows:

(1) Subpart A contains general information. It sets forth: (i) the authority, purpose, coverage, and
organization of the regulation; (ii) the definitions of basic terms; (iii) the transactions that are exempt
from coverage; and (iv) the method of determining the finance charge.

(2) S1.part B contains the rules for open-end credit It requires that initial disclosures and periodic
statements be provided, as well as additional disclosures for credit and charge card applications and
solicitations and for home equity plans subject to the requirements of 88 226.5a and 226.5b,
respectively. It also describes special rules that apply to credit card transactions, treatment of payments
and credit balances, procedures for resolving credit billing errors, annual percentage rate calculations,
rescission requirements, and advertising rules.

{(12-31-01 p.6643}}
(3) Subpart C relates to ciosed-end credit. It contains rules on disclosures, treatment of credit

balances, annual percentage rate calculations, rescission requirements, and advertising.

(4) Subpart D contains rules on oral disclosures, Spanish language disclosure in Puerto Rico, record
retention, effect on state laws, state exemptions, and rate limitations.

(5) Subpart E contains special rules for mortgage transactions. Section 226.32 requires certain
disclosures and provides limitations for loans that have rates and fees above specified amounts. Section
226.33 requires disclosures, including the total annual loan cost rate, for reverse mortgage transactions.
Section 226.34 prohibits specific acts and practices in connection with mortgage transactions.

(6) Several appendices contain information such as the procedures for determinations about state
laws, state exemptions and issuance of staff interpretations, special rules for certain kinds of credit
plans, a list of enforcement agencies, and the rules for computing annual percentage rates in closed-

end Cﬁ% transaritiona Iaag otal annual loan cost rates for reverse mortgage transactions.
(e) orcementana i | . Section 108 of the act contains the administrative enforcement

provisions. Sections 112, 113, 130, 131, and 134 contain provisions relating to liability for failure to
comply with the requnements of the act and the regulation. Section 1204(c) of Title YII of the
Competitive Equality Banking Act of 1987, Pub. L. No. 100-86, 101 Stat. 552, incorporates by reference
administrative enforcement and civil liability provisions of sections 108 and 130 of the act.

[Codifiedto 12 CFR § 26.1}
' cled pt 4 The
e
| : ] IS qotional Url
Gt

U
€
I

§ 226.2 Definitions and rules of construction.

€)) nItImS. For purposes of this regulation, the foIIowintg definitions apply:
é mﬁans the Truth in Lending Act (15 U S.C. 1601 g Seq 3
|Sermnt means a commercial message in any medium that promotes, directly or indirectly,

a credit transaction.
(3) [Reserved]**-"!

{2 [Reserved]}

liUp.vAivww. fdic.gov regulations laws rules/6500- 1400.html 212312006
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4) Blhrg Q/Cle or Q/de means the interval between the days or dates of regular periodic statements.
These intervals shall be equal and no longer than a quarter of a year. An interval will be considered
equal if the number of days in the cycle does not vary more than four days from the regular day or date
of the periodjc statement.

(5) E means the Board of Governors of the Federal Reserve System.

(6) USINESS means a day on which a creditor's offices are open to the public for carrying on
substantially all of its business functions. However, for purposes of rescission under 88 226.15 and
226.23, and for purposes of § 226.31, the term means all calendar days except Sundays and the legal
public holidays specified in 5 U.S.C. 6103(a), such as New Year's Day, the birthday of Martin Luther
King, Jr., Washington's Birthday, Memorial Day, Independence Day, Labor Day, Columbus Day,
Veterans Day, Thanksgiving Day, and Christmas Day.

@) ISSUEI means a person that issues a credit card or that person's agent with respect to the

card.

(8) Cardnl(:br means a natural person to whom a credit card is issued for consumer credit
purposes, or a natural person who has agreed with the card issuer to pay consumer credit obligations
arising from the issuance of a credit card to another natural person For purposes of § 226 12(a) and
(b), the term includes any person to whom a credit card is issued for any purpose, including business,
commercial, or agricultural use, or a person who

{(12-31-01 p.6644})has agreed with the card issuer to pay obligations arising from the issuance of such

a credit.card ta. another person.

9 taSh pl‘lce means the price at which a creditor, in the ordinary course of business, offers to sell
for cash the property or service that is the subject of the transaction. At the creditor's option, the term
may include the price of accessories, services related to the sale, service contracts and taxes and fees

tor licenseg, title, and regjstration. The term does not include any finance charge

(10) ﬁosea-er‘djd'eal means consumer credit other than “open-end credit" as defined in this
section.

(12) Q)nsurmr means a cardholder or ~ natural person to whom consumer credit is offered or
extended. However, for purposes of rescist »nunder 88§ 226.15 and 226.23, the term also includes a

natural persor in whose principal dwelling a security interest is or will be retained or acquired, if that
st in the dwelling is or will be subject to the security interest.

person's ownership intere
(12) d)nSUWEIPCfe&i means credit offered or extended to a consumer primarily for personal, family,

or household purposes.
(13) nm|m means the time that a consumer becomes contractually obligated on a credit

trannction.

(t ) Credit means the right to defer payment of debt or to incur debt and defer its payment

(1t Credit card means any card, plate, coupon book, or other single credit device that may be used
from ne to time to obtain credit. “Charge card" means a credit card on an account for which no

perio ate is used to compute a finance charge
(16; Credit sale means a sale in which the seller is a creditor. The term includes a bailment or lease

(unless terminable without penalty al any time by the consumer) under which the consumer:
0] 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
(l) 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.

(17) Creditor means:
(i) A person (A) who regularly extends consumer credit*3)

{3 A person regularly extends consumer credit only if it extended credit (other than credit subject to the
requirements of § 226.32) more than 25 limes (or more than five times for transactions secured by a
dwelling) in the preceding calendar year. If a person did not meet these numerical standards in the
preceding calendar year, the numerical standards shall be applied to the current calendar year A
person regularly extends consumer credit if, in any 12-month period, the person originates more than
one credit extension that is subject to the requirements of § 226.32 or one or more such credit

extensions through a mortgage broker.)

that is subject to a finance charge or is payable by written agreement in more than four installments (not
including a downpayment), and (B) to whom the obligation is initially payable, either on the face of the
note or contract, or by agreement when there is no note or contract.

(i) For purposes of 88 726 4(c)(8) (discounts), 226 9(d) (Finance charge imposed at time of

llittp;/ www .l'dic.gcn regulations'lan s rules 6500* 1400.htm) 2'23/2006
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transaction), and 226.12(e) (Prompt notification of returns and crediting of refunds), a person that
honors a credit card.
(iiiy For purposes of subpart B, any card issuer that extends either open-end credit or credit that is
not subject to a finance charge and is not payable by written agreement in more than four installments.
(iv) For purposes of subpart B (except for the credit and charge card disclosures contained in
8§ 22JT5a and 226.9(e) and (f), the finance charge disclosures contained in 226.6(a) and 226.7(d)
through (g) and the right of rescission set forth in § 226.15) and subpart C. any card issuer that extends
closed-end credit mat is subject to a finance charge or is payable by written agreement in more than
four installments.

(18) Downpayment means an amount, including the value of any propertyused as atrade-in, paid to
a seller to reduce the cash price of goods or services purchased in a credit
{{4-30-04 p.6645})sale transaction. A deferred portion of a downpayment may be treated as part of the
downpayment if it is payable not later than th' due date of the second otherwise regularly scheduled
payment and is not subject to a finance charge,

(19) Dwelling means a residential structure that contains one to four units, whether or not that
structure is attached to real property The term includes an individual condominium unit, cooperative
unit, mobile home, and trailer, if it is used as a residence.

(20) Open-end credit means consumer credit extended by a creditor under a plan in which:

() The creditor reasonably contemplates repeated transactions:

(i) The creditor ma'limpose a finance charge from time to time on an outstanding unpaid balance;
and

(i) The amount of credit that may be extended to the consumer during the term of the plan (up to
any limit set by the creditor) is generally made available to the extent that any outstanding balance is
repaid.

(21) Periodic rate means a rate of finance charge that is or may be imposedby a creditor on a
balance for a day, week, month, or other subdivision of a year.

(22) Person means a natural person or an organization, including a corporation, pr tnership,
proprietorship, association, cooperative, estate, trust, or government unit

(23) Prepaid finance charge means any finance charge paid separately in cash or by check before or
at consummation of a transaction, or withheld from the proceeds of the credit at any time

(24) Residential mortgage transaction means a transaction in which a mortgage, deed of trust,
purchase money security interest arising under an installment sales contract, or equivalent consensual
security interest is created or retained in the consumer's principal dwelling to finance the acquisition or
initial construction of that dwelling.

(25) Security interest means an interest in property that secures performance of a consumer credit
obligation and that is recognized by state or federal law. It does not include incidental interests such as
interests in proceeds, accessions, additions, fixtures, insurance proceeds (whether or not the creditor is
a loss payee or beneficiary), piemium rebates, or interests in after-acquired property. For purposes of
disclosure under 88 226.6 and 226 18, the term does not include an interest that arises solely by
operation of law. However, for purposes of the right of rescission under 88 226 15 and 226.23, the term

does include interests that arise solely by operation of law.
(26) State means any state, the District of Columbia, the Commonwealth of Puerto Rico, and any

territory or possession of the United States
(b) Rules of construction. For purposes of this regulation, the following rules of construction apply

(1) Where appropriate, the singular form of a word includes the plural form and plural includes
singular.

(2) Wheie the words "obligation" and "transaction" are used in this .egulation, they refer to a
consumer credit obligation or transaction, depending upon the context. Where the word "credit" is us”®j
In this regulation, it means "consumer credit" unless the context clearly indicates otherwise

(3) Jnless defined in this regulation, the words used have the meanings given to them by state law
or contract.

(4) Footnotes have the same legal effect as the text of the regulation

(5) Where the word "amount" is used in this regulation to describe disclosure requirements, it refers

to a numerical amount.

/Codified lo 12C.F.R. § 226.2]

[Section 226.2 amended at 46 Fed. Reg. 29245, June 1, 1981; 47 Fed. Reg 7392, February 19 1982,
48Fed. Reg. 14836, April § 1983 effective October 1, 1982, 54 Fed. Reg. 13865, April 6 1989
effective April 3 1989 but compliance is optional until August 31, 1989, 60Fed. Reg. 15471, March 24,
1995 effective March 22, 1996 compliance is optional until October 1, 1995, 61 Fed. Reg. 49245,

http;.'Avww.fdic.gov/rcgulalions/lavvs/rulcs/C)500- 1400.html 212312006
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September 19 1996, effective October 21, 1996, @ Fed. Reg. 16773 March 31, 2004]
{{4-30-04 p.6646}}
8226.3 Exempt transactions.

This regulation does not apply to the following:
(@) Business, commercial, agricultural, or organizational credit.®

{4 The provisions in § 226.12(a) and (b) governing the issurance of credit cards and the liability for their
unauthorized use apply to all credit cards, even if the credit cards are issued for use in connection with
extensions of credit that otherwise are exempt under this section.}

(1) An extension of credit primarily for a business, commercial or agricultural purpose.

2 An extension of credit to other than a natural person, including credit to government agencies or
instrumentalities.

(b) Credit over $25,000 not secured by real property or a dwelling. An ixtension of credit not secured
by real property, or by personal property used or expected to be used as the principal dwelling of the
consumer, in which the amount financed exceeds $25,000 or in which there is an express written
commitment to extend credit in excess of $25,000.

(c) Public utility credit. An extension of credit that involves public utility services provided through
pipe, wire, other connected facilities, or radio or similar transmission (including exten ->s of such
facilil.es), if the charges for service, delayed payment, or any discounts for prompt payment are filed
with or regulated by any government unit. The financing of durable goods or home improvements by a
public utility is not exempt.

(d) Securities or commodities accounts. Transactions in securities or commodities accounts in which
credit is extended by a broker-dealer registered with the Securities and Exchange Commission or the
Commodity Futures Trading Commission.

(e) Home fuel budget plans. An installment agreement for the purchase of home fuels in which no
finance charge is imposed.

(f) Student loan programs. Loans made, insured, or guaranteed pursuant to a program authorized by
title IV ot the Higher Education Act of 1965 (20 U.S.C. 1070 etseq.).

[Codified to 12C.F.R. 8 226.3]
[Section 226.3 amended at 46 Fed. Reg. 14866 April & 1933 effective October 1 1987]

§ 226.4 Finance charge.

(@) Definition. The finance charge is the cost of consumer credit as a dollar amount. It includes any
charge payable directly or indirectly by the consumer and imposed directly or indirectly by the creditor
as an incident to or a condition of the extension of credit. It does not include any charge of a type
payable in a comparable cash transaction.

(1) Charges by third parties. The finance charge includes fees and amounts charged by someone
other than the creditor, unless otherwise excluded under lhu section, if the creditor:

(i) requires the use of a third party as a condition of or an incident to the extension of credit, even if
the consumer can choose the third party, or
(i) retains a portion of the third-party charge, to the extent of the portion retained

(2) Special rule; closing agent charges. Fees charged by a third party that conducts the loan closing
(such as a settlement agent, attorney, or escow or title company) are finance charges only if the
creditor:

(i) Requires the particular services for which the consumer is charged;
(i) Requires the imposition of the charge; or
(i) Retains a portion of the third-party charge, to the extent of the portion retained.

(3) Special rule; mortgage broker fees. Fees charged by a mortgage broker (including fees paid by
the consumer directly to the broker or to the creditor for delivery to the broker) are finance charges even
if me creditor does not require the consumer to use a mortgage broker and even if the creditor does not
retain any portion of the charge,

(b) Example of finance charge. The finance charge includes the following t 'pes of charges, except for
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charges specifically excluded by paragraphs (c) through (e) of this section:
{{10-31-96 p.6647}}

(1) Interest, time price differential, and any amount payable under an add-on or discount system of
additional charges.

(2) Service, transaction, activity, and carrying charges, including any charge imposed on a checking
or other transaction account to the extent that the charge exceeds the charge for a similar account
without a credit feature.

(3) Points, loan fees, assumption fees, finder's fees, and similar charges.

(4) Appraisal, investigation, and credit report fees.

(5) Premiums or other charges for any guarantee or insurance protecting the creditor against the
consumer's default or other credit loss

(6) Charges imposed on a creditor by another person for purchasing or accepting a consumer's
obligation, if the consumer is required to pay the cn, 'mges in cash, as an addition to the obligation, or as
a deduction from the proceeds of the obligation.

(7) Premiums or other charges for credit life, accident, health, or loss-of-income insurance, written in
connection with a credit t,unsaction.

(8) Premiums or other charges for insurance against loss of or damage to property, or against liability
arising out of the ownership or use of property, written in connection with a credit transaction.

(9) Discounts for the purpose of inducing payment by a means other than the use of credit.

(10) Debt cancellation fees. Charges or premiums paid for debt cancellation coverage written 11
connection with a credit transaction, whether or not the debt cancellation coverage is insurance ur, Jer
applicable law.

(c) Charges excluded fromthe finance charge. The following charges are not finance charges:

(1) Application fees charged to all applicants for credit, whether or not credit is actually extended.

(2) Charges for actual unanticipated late payment, for exceeding a credit limit or for delinquency,
default, or a similar occurrence.

(3) Charges imposed by a financial institution for paying items that overdraw an account, unless the
payment of such items and the imposition of the charge were previously agreed upon in writing.

(4) Fees charged for participation in a credit plan, whether assessed on an annual or other periodic

basis.
(5) Seller's points.
(6) Interest forfeited as a result of an interest reduction required by law on a time deposit used as
security for an extension of credit.
(7) Real-estate related fees. The following fees in a transaction secured by real property Of in a
residential mortgage transaction, if the fees are bona fide and reasonable in amount;
() Fees for title examination, abstract of title, title insurance, property survey, and similar purposes
(1) Fees for preparing loan-related documents, such as deeds, mortgages, and reconveyance or

settlement documents.
(i) Notary, and credit report fees.
(iv) Property appraisal fees or fees for inspections to assess the value or condition of the property if

the service is performed prior to closing, including fees related to pest infestation or flood hazard

determinations.
(v) Amounts required to be paid into escrow or trustee accounts if the amounts would not otherwise

be included in the finance charge
(8) Discounts offered lo induce payment for a purchase by cash, check, or other means, as provided
in 8 167(b) of the acl.
(d)  Insurance and debt cancellation coverage. (1) Voluntary credit. Premiums for credit nfe, accident,
health, or loss-of-income insurance may be excluded from the nnance charge if the following conditions

are met:

{{10-31-96 p.6648}}
(i) The insurance coverage is not required by the creditor, and this fact is disclosed in writing.

(i) The premium for the initial term of insurance coverage is disclosed. If the term of insurance is
less than Ihe term of the transaction, the term of insurance also shall be disclosed. The premium may
be disclosed on a unit-cost basis only in open-end credit transactions, closed-end credit transactions by
mail or telephone under § 226.17(g). and certain closed end credit transactions involving an insurance
plan that limits the total amount of indebtedness subject to coverage.

(in) The consumer signs or initials an affirmative written request for the insurance after receiving the
disclosures specified in this paragraph. Any consumer in the transaction may sign or initial the request.

2 Premiums for insurance against loss of or damage to property, or against liability arising out of

the ownership or use of property,*5)
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{5 This includes single interest insurance if the insurer waives all right of subrogation against the
consumer.)

may be excluded from the finance charge if the following conditions are met:
() The insurance coverage may be obtained from a person of the consumer’s choice,*al

{6 A creditor may reserve the right to refuse to accept, for reasonable cause, an insurer offered by the
consumer.}

and this fact is disclosed.

(i) If the coverage is obtained from or through the creditor, the premium for the initial term of
insurance coverage shall be disclosed. If the term of insurance is less than the term of the transaction,
the term of insurance shall also be disclosed. The premium may be disclosed on a unit-cost basis only
in open-end credit transactions, closed-end credit transactions by mail or telephone under § 226.17(g).
and certain closed-end credit transactions involving an insurance plan that limits the total amount of
indebtedness subject to coverage.

3 Voluntary debt cancellation fees, (i) Charges or premiums paid for debt cancellation coverage of
the type specified in paragraph (d)(3)(li) of this section may be excluded from the finance charge,
whethei or not the coverage is insurance, if the following conditions are met:

(A) Trie debt cancellation agreement or coverage is not required by the creditor, and this fact is
disclosed in writing;

(B) The fee or premium for the initial term of coverage is disclosed. If the term of coverage is less
than the term of the credit transaction, the term of coverage also shall be disclosed. The fee or premium
may be disclosed on a unit-cost basis only in open-end credit transactions, closed-end credit
transactions by mail or telephone under § 226 17(g), and certain closed-end credit transactions
involving a debt cancellation agreement that limits the total amount of indebtedness subject to coverage;

(C) The consumer signs or initials an affirmative written request for coverage after receiving the
disclosures specified in this paragraph. Any consumer in the transaction may sign or initial the request.
(i) Paragraph (d)(3)(i) of this section applies to fees paid for debt cancellation coverage that
provides for cancellation of all or part of the debtor's liability for amounts exceeding the value of the
collateral securing the obligation, or in the event of the loss of life, health, or income or in case of
accident.
(e) Certain security interest charges. If itemized and disclosed, the following charges may be

excluded fmm the finance charge
(1) Taxes and fees prescribed by law that actually are or will be paid to public officials for deteimining

the existence of or for perfecting, releasing, or satisfying a security interest.
(2) The premium for insurance in lieu of perfecting a security interest to the extent that the premium
does noi exceed the fees described in paragraph (e)(1) of this section that otherwise would be payable.

{{8-31-01 p 6648 01}}
(3) Taxes on security Instruments. Any tax levied on security instruments or or, documents
evidencing indebtedness if the payment of such taxes is a requirement for recording the instrument

securing the evidence of indebtedness.
(f) Prohibited offsets. Interest, dividends, or other income received or to be received by the consumer

on deposits or investments shall not be deducted in computing the finance charge.

[Codified to 12C.F.R § 2264]
[Section 2264 amended at 61 Fed. Reg. 49245, September 19, 1996 effective October 21, 1996]
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PAR | 213— CONSUMER LEASING (REGULATION M)

Sec.

213,1 Authority, scope, purpose, and enforcement.
2132 Definitions

213.3 General disclosurerequirements.

213.4 Content of disclosures.

213.5 Renegotiations, extensions, and assumptions.
213.6 Electronic communication

213.7 Advertising.

213.8 Record retention.

213.9 Relation to state laws.

Appendix A to Part 213— Model Forms
Appendix B to Pari 213— Federal Enforcement Agencies
Appendix C to Part 213— Issuance of Staff Interpretations

Supplement | to Part 213— Official Staff Commentary to Regulation M

AUTHORITY: 15 U.S.C. 1604: 1667f

SOURCE: The provisions of this Part 213 appear at 46 Fed. Reg. 20951, April 7, 1981; amended at
46 Fed. Reg. 29245, June 1, 1981, effective October 1, 1982, and 58 Fed. Reg. 50512, September 28,
1993, except as otherwise noted.

§ 213.1 Authority, scope, purpose, and enforcement.

(a) Authority. The regulation in this part, known as Regulation f* is issued by the Board of Governors
of the Federal 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.).
Information collection requirements contained in this regulation have been approved by the Office of
Management and Budget under the provisions of 44 U.S.C. 3501 et Seq. and have been assigned OMB
control number 7100-0202.

(b) Scope and purpose. This part applies lo all persons that are lessors cf 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 disclosures that enable them to
compare lease terms with other leases and, where appropriate, with credit transactions;

(2) To limit the amount of balloon payments in consumer lease transactions; and

(3) To provide for the accurate disclosure of lease terms in advertising.

(c) Enforcement and lighility. Section 108 of the act contains the administrative 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.

22312006
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[Codified to 12 C.F.R. §2131]

[Section 2131 amended at 61 Fed. Reg. 52258, October 7, 1996, effective October 31, 1996, 62 Fed.
Reg. 15367, April 1, 1997, effi tive April 1, 1997 but is compliance is optional until October 1, 1997]

8213.2 Definitions.

T rthe purposes of this part the following definitions apoly:
(a) Act means the Truth in Lending Act (15 U.S.C. 160 * et seq.) and the Consumer Leasing Act is

chapter 5 of the Truth in Lending Act.
(b) Advertisement means a commercial me. 3age in any medium that directly or indirectly promotes a

consumer lease transaction.

(c) Board refers to the Board of Governors of the Federal Reserve System.

(d) Closed-end lease moans ac sumer lease other than an open-end lease as defined in this
section.

({2-28-03 p.6686})
(e)(1) Consumer lease mean? contract in the form of a bailment or lerse for the use of personal

property by a natural person primarily for personal, family, or household purposes, for a period
exceeding four months jnd for a total contractual obligation not exceed ~g $25,000, whether or not the
lessee has the option to purchase or otherwise become the owner of the property at the expiration of the
lease. Unless the context indicates otherwise, in this part "lease" means "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 agricultural, business, or commercial purposes or a

lease made to an organization.
(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 abnormal wear and tear; and

(i) The lessee has no option to purchase 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 ? d any items that are capitalized or amortized during the lease term, including but
not limited to taxes, insurance, service agreements, and any outstanding prior credit or lease balance.
Capitalized cost reduction means the total amount of any rebate, cash payment, net trade-in allowance,
and noncash credit that reduces 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.

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

(h) Lessor means a person who regularly 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 limes 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 realized value.

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

(k) Person means a natural person or an organization

() Personal property means any property 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 lease property at disposition;
(2) The highest offer for disposition of the lea? ‘«d 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 obligation.
(p) State means any state, the District of Columbia, the Commonwealth of Puerto Rico, and any

territory or possession of the United States.

[Codified to 12C.F.R §213.2]
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[Section 213.2 amended at 61 Fed. Reg. 52258, October 7, 1996, effective October 31 1996, 62 Fed.
Reg. 15367, April 1, 1997, effective April 1, 1997, but compliance is optional until October 1, 1997]

8213.3 General disclosure requirements.

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

{{8-31-01 p.6687}}

(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 lessee; the disclosures may be made either in a
separate statement that identifies the consumer lease transaction or in the contract or other document
evidencing the lease. Alternatively, the disclosures required to be segregated from other information
under paragraph (a)(2) of this section may be provided 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 multiple items, the property description required by § 213.4(a) may
be given in a separate statement that is incorporated by reference in the disclosure statement required
by this paragraph.

(2) Segregation of certain disclosures. The following disclosures shall be segregated from other
information and shall contain only directly related information: 88§ 213.4(b) through (f), (9)(2), (h)(3), (i)
(1), 0). a°d (m)(1)- The headings, content, and format for the disclosures referred to in this paragraph
(a)(2) shan be provided in a manner substantially similar to the applicable model 'irm 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 disclosures required by § 213.4 may be made in a language other
than English provided that they are made available in English upon the lessee's request.

(5) Electronic communication. For rules governing the electronic delivery of disclosures, including a
definition of electronic communication, see 8§ 213.6.

(b) Additional information; nonsegregated disclosures. Additional information may be provided with
any disclosure not listed in paragraph (a)(2) of this section, but it shall not be stated, used, or placed so
as to mislead or confuse the lessee or contradict, obscure, or detract attention from any disclosure
required by this part.

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

(d) Use of estimates. If an amount or other item needed to comply with a required disclosure is
unknown or unavailable after reasonable efforts have been made to ascertain the information, the lessor
may use a reasonable estimate that is based on the best information 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 disregard the effects of the following in making disclosures:

(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 diffeie.nt numbers of days, and

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

[Codified to 12C.F.R §2133]

[Section 2133 amended at 61 Fed. Reg. 52259, October 7, 1996, effective Oc'ober 31, 1996, 66 Fed.
Reg. 173)3 March 30, 2001, effective March 30, 2001]

8213.4 Content of disclosures.

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

(a) Description of property A brief description of the leased property sufficient to identify the property
to the lessee and lessor.
{{8-31-01 p.6688}}

(b) Amount due at lease signing or delivery. The total amount to be paid prior to or at consummation
by delivery, if delivery occurs after consummation, using the term "amount due at lease signing or
delivery." The lessor shall itemize each component by type and amount, including any refundable
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, reba'es, noncash credits, and cash payments in a format substantially similar to
the model forms in appendi). 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 Terence between the
residual and realized values referred to in paragraph (k) of this section is excluded.

(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 (less any portion of the periodic payment
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-vehicle lease, a mathematical progression of how e scheduled
periodic payment is derived, in a format substantially similar to the ~pnlicable model form in appendix A
of this part, which shall contain the following:

(1) Cross 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 credit or lease balance)," and a statement 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 provided
before consummation.

(2) Capitalized cost reduction. The capitalized cost reduction, with a description 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 adjusted capitalized cost, with a description such as "the amount
used in calculating your base [periodic] payment.”

(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 amoriized amounts. The depreciation and any amortized amounts, which is
the difference between the adjusted capitalized 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 total of the base
periodic payments over the lease term minus the depreciation 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 payments. The lease payments with a description such as "the number of payments i m
your lease."

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

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

(11) Total neriodic payments. The sum of the base periodic payment and any other charges that are
part of the periodic payment.

{{4-30-01 p 6689}}

(9) Early termination-(1) Conditions and disclosure of charges. A statement of the conditions under
which the lessee oi 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 reasonable.
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(2  Earlytermination notice. In a motor-vehicle lease, a notice substantially similar to the following:
"Early Termination. You may have to pay a substantial charge if you enu 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."

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

(1) Statement of responsibilities. A statement specifying whether the lessor or the leasee is
responsible for maintaining or servicing the leased property, together with a brief description of the
responsibility;

(2) Wear and use standard. A statement of the lessor's standards for wear and use (if any), which
must be reasonable; and

(3) Notice of wear and use standard. In a motor-vehicle lease, a notice regarding wear and use
substantially similar to the following: "Excessive Wear and Use. You may be charged for excessive 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 option 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 orior to the end of the lease term, the purchase price or the method for
determining the price and when the lessee may exercise this option.

() Statement referencing nonsegregaled disclosures. A statement that the lessee should refer to the
lease documents for additional information on early termination, purchase options and maintenance
responsibilities, '.varranties, late and default charges, insurance, and any security interests, if aoplicable.

(k) Liability between residual and realized values. A statement of the lessee's liability, it 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.

()  Right of appraisal. If the lessee's liability 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 realised at sale of the leased property. The appraisal shall be final and binding
on the parties.

(m) Liability at end ot lease term based on residual value. If the lessee is liable at the end of the lease
term for the difference 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 incident to the lease transaction, with a description such as "the tctal amount of rent and
other charges imposed in connection with your lease (state the amount]."

(2) Excess liahility. A statement about ¢ rebuttable presumption that, at the end of the lease term, the
residual value of the leased property is unreasonable and not in good faith to the extent that the residual
value exceeds the realized value by more than thiee times tne base monthly payment (or more than
three times the average payment allocable to a monthly period, if the lease calls for periodic payments
other than monthly); and that the lessor cannot collect the excess amount unless the lessor brings a
successful court action and pays the lessee's reasonable attorney’s fees, or unless the excess of the
residual value over the realized 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 adjustment 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
reauired to be paid in connection with the lease
((4-30-01 p.6690))

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

(1) Through the lessor. If the insurance is provided by or paid through the lessor, the types and
amounts of coverage and the cost to the lessee; or

(2) Through a thirdparty Ifthe lessee must obtain the insurance, the types and amounts of coverage
required of the lessee.

(p) Warranties or guarantees. A statement identifying all express warranties and guarantees from the
manuf'~urer or lessor with respect lo the leased property that apply to the lessee

(a) Penalties and other charges for delinquency. The amount or the method of determining the amount
of any penalty or other charge lor delinquency, default, or late payments, which must be reasonable.

(n) Security interest. A description of any security interest, other than a security deposit disclosed
under paragraph (b) of this section, held or to be retained by the lessor; and a clear identification of the
property lo 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 evidencing 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," "annual lease rate." or any equivalent term.

(t Non-motor vehicle open-end leases. Non-motor vehicle open-end leases remain subject to section
182(10) of the act regarding end of term liability.

[Codified to 12C.F.R. §2134]

ISection 2134 amended at 61 Fed. Reg. 52259, October 7, 1996, effective October 31, 1996, 62 Fed.
Reg. 15367, April 1, 1997, effective April 1, 1997, but compliance is optional until October 1, 1997, 63
Fed. Reg. 52109, September 29, 1998 effective September 24, 198]

8§ 213.5 Renegotiations, extensions, and assumptions.

(@) Renegotiation. A renegotiation occurs 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 continuation, 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 renegotiation. An extension that exceeds six months requires new disclosures, except as
provided in paragraph (d) of this section.

(c) Assurrption. 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
renegotiation or an extension:

(1) A reduction in the rent charge;

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

(3) The extension of a lease for not more than six months on a month-to-month oasis 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 substitution of leased property In a mulliple-item lease, provided the
average periodic payment does riot change by more than 25 percent, or

(6) An agreement resulting from a court proceeding.

[Codified to 12C.F.R. §2135]

[Section 213.5 amended at 61 Fed Reg. 52260, October 7, 1996. effective October 31, 1996, 62 Fed.
Reg. 15367, April 1, 1997. effective Apnl 1, 1997, but compliance is optional until October 1, 1997]

{(8-31-01 p.6691}}

§213.6 Electronic communication.

(a) Definition. "Electronic communication” means a message transmitted electronically between a
lessor and a lessee in a format that allows visual text to be displayed on equipment, for example, a
personal computer monitor.

(b) General rue. In accordance with the Electronic Signatures in Global and National Commerce Act
(the E-Sign Act) (15 U.S.C. 7001 et seq ) und the rules of this part, a lessor may provide by electronic
communication any disclosure required by this part to be in writing.

(c) When a consent is required Under the E-Sign Act, a lessor is required to obtain a lessee's
affirmative consent when providing disclosures related to a transaction. For purposes of this
requirement, the disclosures required under § 213.7 are deemed not to be related to a transaction.

(d) Address or location to receive electronic communication,. A lessor that uses electronic
communication to provide disclosures required by this part shall:

(1) Send the disclosure to the consumer's electronic address, or
(2) Make the disclosure available at another location such as a web site; and
0] Alert the lessee of the disclosure's availability by sending a notice to the consumer's electronic
address (or to a postal address, at the lessor's option). The notice shall identify the transaction involved
and the address of the Internet web site or other location where the disclosure is available; and
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(i) Make the disclosure available for at least 90 days from the date the disclosure first becomes
available or from the date of the notice alerting the lessee of the disclosure, whichever comes later.
3) Exceptions. A lessor need not comply with paragraph (d)(2)(i) and (ii) of *his section for the
disclosures required under § 213.7.
(©) Redelivery. wWhen a disclosure provided by electronic communication is returned to a lessor
unab'ivered, the lessor shall take reasonable steps to attempt redelivery using information in its files

[Codifiedo 12 C.F.R. 82136]
[Section 213.6; added at 66 Fed. Reg. 17328 March 30, 2001, effective March 30, 2001]

8213.7 Advertising.

(@) General rule. An advertisement for a consumer lease may state that a specific 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

conspicuously.

(1) Amount due at lease signing or delivery. Except for the statement of a periodic payment, any
affirmative or negative reference to a charge that is a part of the disclosure required under paragraph (d)
(2)(ii) of this section shall not be more prominent than that disclosure.

(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 disclosures in § 213.4, with the exception of notice in
§ 213 4(s) required to accompany the rate; and the lessor shall not use the term ""annual percentage
rate," "annual lease rate," or equivalent term.

(c) Catalogs and multipage advertisements. A catalog or other multipage advertisement that provides
a table or schedule of the required disclosures shall be considered a single advertisement 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-(I) Triggering tens. An advertisement
that states any of the following items shall contain the disclosures
{{8-31-01 p.6692))required by paragraph (d)(2) of this section, except as provided in paragraphs (e) and
(f) of this section;

(i) The amount of any payment; or
(i) A statement of any capitalized cost reduction or other payment (or that no payment is required)

prior to or at consummation or by delivery, if delivery occurs after consummation.
(2)  Additional tems. 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,

(i) The total amount due prior to or at consummation or by delivery, if delivery occurr after
consummation;

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

(iv) A statement of whether or not a security deposit is required; and

(v) A statement that an extra charge may be imposed at the end of the lease term where the
lessee's liability (if any) is based on the difference between the residual value of the leased property and
its realized value at the enu 1 ?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 contains a table or schedule of the required
disclosures.

® Alternative disclosures-television or radio advertisements-(1) Toll-free number orprint
advertisement. An advertisement made through television or radio statiru my 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 number may be used by
consumers to obtain the information required by paragraph (d)(2) of this section; or

(i) Directs the consumer to a written advertisement in a publication of general circulation in the
community served by the media station, including the name and the date of the publication, with a
statement that information requireo by paragraph (d)(2) of this section is included in the advertisement.
The written advertisement shall be published beginning at least three days before and ending at least
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ten days after the broadcast.
%) 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 information required by paragraph (d)(2) of this section orally, or in

writing upon request.
[Codified to 12C.F.R. § 2137]

[Section 213.7 amended at 61 Fed. Reg. 52261, October 7, 1996, effective October 31, 1996, 62 Fed.
Reg. 15367 4pril 1, 1997, effective April 1, 1997, but compliance is optional until October 1, 1997; 63
Fed. Reg. 52109, September 29, 1998, effective September 24, 1998]

§ 213.8 Record retention.

A lessor shall retain evidence of compliance 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.

[Codifiedto 12C.F.R. § 2138]
[Section 213.8 amended at 61 Fed. Reg. 52261, October 7, 1996, effective October 31, 1996]

{{4-30-01 p.6692.01}}

§213.9 Relation to state laws.

(a) Inconsistent state law. A state law that is inconsistent with the requirements of the act and this part
is preempted to the extent Of the inconsistency. If a lessor cannot comply with a state lav/ without
violating a provision of this part, the state law is inconsistent within the meaning of section 186(a) of the
act and is preempted, unless the state law gives greater protection and benefit to the consumer. A state,
through an official having primary enforcement or interpretative responsibilities for the stale 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 exemption 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 this part or that lessees are afforded greater protection under state law; and
(i) There is adequate provision for state enforcement.
(20  Enforcement and ligbility. After an exemption has been granted, the requirements of the
applicable state law (except lor additional requirements not imposed by federal law) will constitute the
requirements of the act and this part No exemption will extend to the civil liability provisions of sections

130, 131, and 185 of the act.

[Codified to 12C.F.R. §2139]
[Section 2139 added at 61 Fed. Reg. 52261. October 7, 1996 effective October 31, 1996]

{{10-30-98 p 6693}}

Appendix A to Part 213— Model Forms
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[Codiified to 12 C.F.R. Pari 213, Appendix AJ

[Appendix A amended at 61 Fed. Reg. 52263, October 7, 1996, effective October 31, 1996, 62 Fed.
Reg. 15339, April 1, 1997, effective April 1, 1997, but compliance is optional until October 1, 1997,
Fed. Reg. 52109, September 29, 1998 effective September 24, 1998]

{{10-31-96 0.6699}}

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 particular business should be
directed to the appropriate enforcement agency. Terms that are not defined in the Federal Deposit
Insurance Act (12JJ.S.C. 181_3(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 federal agencies of foreign banks

District office of the Office of the Comptroller of the Currency for the district in which the institution is
located.

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

Reserves 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 Regional Directo; for the region in which the institution is

located.
4 Savings institutions insured under the Savings 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 Insurance Fund)

Office of Thrift Supervision regional director for the region in which the institution is located

5. Federal credit unions
Regional office of the National Credit Union Administration serving the area in which the federal credit

union is located.

6. Air carriers
Assistant General Counsel for Aviation Enforcement and Proceedings, Department of Transportation,

400 Seventh Street, S.W.. Washington, D C. 20590.

7. Those subject to Packers and Stockyards Act
Nearest Packers and Stockyards Administration area supervisor.

8. Federal Land Banks, Federal Land Bank Associations, Federal Intermediate Credit Banks, and

Production Credit Associations
Farm Credit Administration, 490 L'Enfant Plaza. S.W., Washington, D.C. 20578

9. All other lessors (lessors operating on a local or regional basis should use the address of the FTC
regional office in which they operate

Division of Credit Practices, Bureau of Consumer Protection, Federal Trade Commission, Washington,
D C. 20580.

[Codified to 12 C.F.R. Pari 213, Appendix B]
[Appendix B amended at 61 Fed. Reg. 52289, October 1, 1996, effective October 31, 1996

Appendix Cto Part 213--Issuance of Staff Interpretations

Officials in the Board's Division of Consumer and Community Affairs are authorized to issue official
staff interpretations 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, interpretations will

2/23/2006
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not be issued separately but will be incorporated in an official commentary to Regulation M (Supplement
| of this part), which will be amended periodically. No staff interpretations will be issued approving
lessor's forms, statements, or calculation tools or methods.

[Codiified to 12C.F.R. Part 213, Appendix C]
[Appendix C amended at 61 Fed. Reg. 52269, October 7, 1996, effectie October 31, 1996]

(The page following this is 6719.]

{{4-30-02 p.6719}}

SUPPLEMENT I TO PART 213—- OFFICIAL STAFF COMMENTARY TO REGULATION M

CODIFICATION: Official Staff Commentary to Regulation M codified to 12 C.F.R. Part 213.

AUTHORITY: 15 U.S.C. 1604; 1667f.
SOURCE: The provisions of this Part 213 appear at 47 Fed, Reg. 20554, May 13, 1982, effective May

12, 1982; 62 Fed. Reg. -6058, April 4, 1997; effective April 1, 1997 but compliance is optional until
October 1, 1997.

Introduction
1. Official status. The commentary in Supplement | is the vehicle by which the Division of Consumer

and Community Affairs of the Federal Reserve Board issues official staff interpretations of Regulation M
(12 CFR part 213). Good faith compliance with this commentary affords protection from liability under
section 130(f) of the Truth in Lending Act (15 U.S.C. 1640(f)). Section 130(f) protects lessors from civil
liability for any act done or omitted in good faith in conformity with any interpretation issued by a duly
authorized official or employee of the Federal Reserve System.

2. Procedures for requesting interpretations. Under appendix C of Regulation M, anyone may
request an official staff interpretation. Interpretations that are adopted will be incorporated in this
commentary following publication in the Federal Register. No official staff interpretations are expected
to be issued other than by means of this commentary.

3. 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 according to the particular regulatory provision addressed. For example, some of the
comments to 8§ 213.4(f) are further divided by subparagraph, such as comment 4(f)(1)-1 and comment 4
(f)(2)-2. In other cases, comments have more general application and are designated, for example, as
comment 4(a)-1. This introduction may be cited as comments 1-1 through I-4. An appendix may be cited
as comment app. A-1.

4. lllustrations. Lists that appear in the commentary may be exhaustive or illustrative; the appropriate
construction should be clear from the context lllustrative lists are introduced by phrases such as
"including," "such as," "to illustrate," and "for example."

Section 213.1-Authority, Scope, Purpose, and Enforcement

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

national abroad.
Section 213.2-Definitions
2(b) Advertisement

1. Coverage. The term advertisement includes messages inviting, offering, or otherwise generally
announcing to prospective customers the availability of consumer leases, whether in visual, oral, print or
electronic media. Examples include:

i. Messages in newspapers, magazines, leaflets, catalogs, and fliers.
i. Messages on radio, television, and public address systems
ii. Direct mail literature.

2/23/2006
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iv. Printed material on any interior or exterior sign or display, in any window display, in any point-of-
transaction literature or price tag that is delivered or made available to a lessee or prospective lessee in
any manner whatsoever.

v. Telephone solicitations.

vi. On-line messages, such as those on the Internet.

{{4-30-02 p.6720})

2. Exclusions. The term does not apply to the following:
i. Direct personal contacts, including follow-up letters, cost estimates for individual lessees, or oral

or written comr. inications relating to the negotiation of a specific transaction.
ii. Informational material distributed only to businesses.
ii. Notices required by federal or state law, if the law mandates that specific information be
displayed and only the mandated information is included in the notice.
iv. News articles controlled by the news medium.
v. Market research or educational materials that do not solicit business.
3. Persons covered. See the commentary to § 213.7(a).

2(d) Closed-End Lease

1. General. In closed-end- leases, sometimes referred to as "walk-away" leases, the lessee is not
responsible for the residual value of the leased properly at the end of the lease term.

2(e) Consumer Lease
1 Primary purposes. A lessor must determine in each case if the leased property will be used

primarily for personal, family, or household purposes. If a question exists as to the primary purpose for a
lease, the fact that a lessor gives disclosures is not controlling on the question of whether the
transaction is covered. The primary purpose of a lease is determined before or at consummation and a
lessor need not provide Regulation M disclosures where there is a subsequent change in the primary
use.

2. Period of lime. To be a consumer lease, the initial term of the lease must be more than four
months. Thus, a lease of personal property for four months, three months or on a monlh-to-month or
week-to-week basis (even though the lease actually extends beyond four months) is not a consumer
lease and is not subject to the disclosure requirements of the regulation. However, a lease that imposes
a penalty for not continuing the lease beyond four months is considered to have a term of more than

four months. To illustrate:
i. A three-month lease extended on a month-to-month basis and terminated after one year is not

subject to the regulation.
ii. A montn-to-rnonth lease with a penalty, such as the forfeiture of a security deposit for terminating
beiore one year, is subject to the regulation.

3. Total contractual obligation. The total contractual obligation is not necessarily the same as the
total of payments disclosed under § 213 4(e). The total contractual obligation includes nonrefundable
amounts a lessee is contractually obligated to pay to the lessor, but excludes items such as:

i Residual value amounts or purchase-option price?;

i, Amounts collected by the lessor but paid to a third party, such as taxes, licenses, and registration
fees.
4 Credit sale. The regulation does not cover a lease that meets the definition of a credit sale in
Regulation Z, 12 CFR 226,1(a)(16/, which is defined, 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 services involved; and

i 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. Agricultural purpose. Agricultural purpose means a purpose related to the production, harvest,
exhibition, marketing, transportation, processing, or manufacture of agricultural products by a natural
person who cultivates, plants, propagates, or nurtures those agricultural products, including but not
limited to the acquisition of personal property and services used primarily in farming. Agricultural
products include horticultural, viticultural, and dairy products, livestock, wildlife, poultry, bees, forest
products, fish and shellfish, and any products thereof, including processed and manufactured products,
{{4-30-02 p.6721))and any and all products raised or produced on farms and any processed or
manufactured products thereof.

6. Organization or other entity. A consumer lease does not include a lease made to an organization
such as a corporation or a government agency or instrumentality. Such a lease is not covered by the
regulation even if the leased property is used (by an employee, for example) primarily for personal,
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family or household purposes, or is guaranteed by or subsequently assigned to a natural person.
7. Leases of personal property incidental to a service. The following leases of personal property are
deemed incidental to a service and thus are not subject to the regulation:
i, Home entertainment systems requiring the consumer to lease equipment that enables a television
to receive the transmitted programming.
ii, Security alarm systems requiring the installation of leased equipment intended to monitor
unlawful entries into a home and in some cases to provide fire protection.
i Propane gas service where the consumer must lease a propane tank to receive the service.
8. Safe deposit boxes. The lease of a safe deposit box is not a consumer lease under § 213.2(e).

2(g) Leases
1 Guarantors. Guarantors are not lessees for purposes of the regulation.

2(h) Lessoi.

1. Arranger of alease. To "arrange" for the lease of personal property means to provide or offer to
provide a lease that is or will be extended by another person under a business or other relationship
pursuant to which the person arranging the lease (a) receives or will receive a fee, compensation, or
other consideration for the service or (b) has knowledge of the lease terms and participates in the
preparation of the contract documents required in connection with the lease. To illustrate:

i. An automobile dealer who, pursuant to a business relationship, completes the necessary lease
agreement before forwarding it for execution to the leasing company (to whom the obligation is payable
on its face) is "arranging" for Me lease.

ii. An automobile dealer who, without receiving a fee for the service, refers a customer to a leasing
company that will prepare all relevant contract documents is not "arranging" for the lease.

2. Consideration. The term "other consideration”" as used in comment 2(h)-1 refers to an actual
payment corresponding to a fee or similar compensation and not to intangible benefits, such as the
advantage of increased business, which may flow from the relationship between the parties.

3. Assignees. An assignee may be a lessor for purposes of the regulation in circumstances where
the assignee has substantial involvement in the lease transaction. See cf. Ford Motor Credit Co. v.
Cenance, 452 U.S. 155 (1981) (held that an assignee was a creditor for purposes of the pre-1980 Truth
in Lending Act and Regulation Z because of its substantial involvement in the credit transaction).

4. Multiple lessors. See the commentary to § 213.3(c).

2J) Organization

1 Coverage. The term "organization" includes joint ventures and persons operating under a
business name.

A7) Personal Property
1 Coverage Whether property is personal property depends on state or other applicable 'aw For

example, a mobile home or houseboat may be considered personal property in one state but real
property in another.
((4-30-02 p 6722})

2(m) Realized Value

1 General. Realized value refers lo either the retail or wholesale value of the leased property at early
termination or at the end of the lease term. It is not a required disclosure Realized value is relevant only
to leases in which the lessee's liability at early termination or at the end of the lease term typically is
based on the difference between the residual value (or the adjusted lease bale, ice) of the leased
property and its realized value.

2 Options. Subject to the contract and to state or other applicable law, the lessor may calculate the
realized value in determining the lessee's liability at the end of the lease term or at early termination in
one of the three ways stated in § 213.2(m). If the lessor sells the property prior to making the
determination about liability, the price received for the property (or the fair market value) is the realized
value. If the lessor does not sell the property prior to making that determination, the highest offer or the
fair market value is the realized value.

3. Determination of realized value. Disposition charges are not subtracted in determining the realized
value but amounts attributable to taxes may be subtracted.

4. Offers. In determining the highest offer for disposition, the lessor may disregard offers that an
offeror has withdrawn or is unable or unwilling to perform.

5. Lessor's appraisal. See commentary to § 213.4(1).

http://www .fdic.gov/regulations/lavvs/rules/6500-2000.htm | 212312006
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2(0) Security Interest and Security
1. Disclosable interests. For purposes of disclosure, 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 interest in the lessor's receivables is not a security
interest for purposes of this regulation.

2. General coverage. An interest the lessor may have in leased property must be disclosed only if it
is considered a security interest under state or other applicable law. The term includes, but is not limited
to, security interests under the Uniform Commercial Code; real property mortgages, deeds of trust, and
other consensual or confessed liens whether or not recorded; mechanic's, materialman’s, artisan’s, and
other similar liens; vendor's liens in both real and personal property; liens on property arising by
operation of lav and any interest in a lease when used to sect € payment or performance of an
obligation.

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

Section 213,3-General Disclou re Requirements

3(a) General Requirements
1. Basis of disclosures. Disclosures must reflect the terms of the legal obligation between the parties

For example;

i. In athree-year lease with no penalty for termination after a one-year minimum term, disclosures
are based on the full three-year term of the lease. The one-year minimum term is only relevant to the
early termination provisions of 88 213.4(g)(1), (k) and (/).

2. Clear and conspicuous standard. The clear and conspicuous standard requires that disclosures be
reasonably understandable. For example, the disclosures must be presented in a way that does not
obscure the relationship of the terms to each other; appendix A of this part contains model forms that
meet this standard. In addition, although no minimum typesize is required, the disclosures must be
legible, whether typewritten, handwritten, or printed by computer.

3. Multipurpose disclosure foms. A lessor may use a multipurpose disclosure form provided the
lessor is able to designate the specific disclosures applicable to a given transaction, consistent with the
requirement that disclosures be clearly and conspicuously provided.

{{4-30-02 p.6723}}
4. Number of transactions. Lessors have flexibility in handling lease transactions that may be viewed

as multiple transactions. For example:
i 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.

ii. When a lessor sells insurance or other incidental services in connection with a lease, the lessor
may disclose in one of two ways: as a single lease transaction (in which case Regulation M. not
Regulation Z, disclosures are required) or as a lease transaction and a credit transaction.

iii. When a lessor includes an outstanding lease or credit balance in a lease transaction, the lessor
may disclose the outstanding balance as part of a single lease transaction (in which case Regulation M,
not Regulation Z, disclosures are required) or as a lease transaction and a credit transaction.

3(a)(2) Form of Disclosures
1 Cross-references. Lessors may include in the nonsegregated disclosures a cross-reference to

items in the segregated disclosures rather than repeat those items. A lessor may include in the
segregated disclosures numeric or alphabetic designations as cross-references to related information so
long as such references do not obscure or detract f. om the segregated disclosures.

2. ldentification of parties. While disclosures must be made clearly and conspicuously, lessors are
not required to use the word "lessor" and "lessee" to identify the parties to the lease transaction.

3. Lessor's address. The lessor must be identified by name; an address (and telephone number) may
be provided.

4. Multiple lessors and lessees. In transactions involving multiple lessors and multiple lessees, a
single lessor may make all the disclosures to a single lessee as long as the disclosure statement
identifies all the lessors and lessees.

5. Lessee's signature. The regulation does not require that the lessee sign the disclosure statement,
whether disclosures are separately provided or are part of the lease contract. Nevertheless to provide
evidence that disclosures are given before a lessee becomes obligated on the lease transaction, the
lessor may, for example, ask the lessee to sign the disclosure statement or an acknowledgement of
receipt, may place disclosures that are included in the lease documents above the lessee's signature, or
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include instructions alerting a lessee to read the disclosures prior to signing the lease.

3(@)(2) Segregation of Certain Disclosures
1. Location. The segregated disclosures referred to in § 213.3(a)(2) may be provided on a separate

document and the other required disclosures may be provided in the lease contract, so long as all
disclosures are given at the same time. Alternatively, all disclosures may be provided in a separate
document or in the lease contract.

2. Additional information among segregated disclosures. The disclosures required to be segregated
may contain only the information required or permitted to be included among the segregated
disclosures.

3. Substantially similar. See commentary to appendix A of this part.

3(@)(3) Timing of Disclosures
1. Consummation. When a contractual relationship is created between the lessor and the lessee is a

matter to be determined under state or other applicable law.

3(b) Additional Informetion; Nonsegregated Disclosures

1. State law disclosures. A lessor may include in the nonsegregated disclosures any state law
disclosures that are not inconsistent with the act and regulation under § 213.9 as long as, in accordance
with the standard set forth in 8 213.3(b) for additional information, the state law disclosures are not used
or placed to mislead or confuse or detract from any disclosure required by the regulation.

{{4-30-02 p.6724}}

3(0) Multiple Lessors or Lessees
1 Multiple lessors. If asingle lessor provides disclosures to a lessee on behalf of several lessors, all

disclosuies for the transaction must be given, even if the lessor making the disclosures would not
otherwise have been obligated to make a particular disclosure.

3(d) Use of Estimates

3(d)(1) Standard

1. Time of estimated disclosure. The lessor may, after making a reasonable effort to obtain
information, use estimates to make disclosures if necessary information is unknown or unavailable at
the time me disclosures are made.

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 information. The lessor may rely on the
representations of other parties. For example, the lessor might look to the consumer to determine the
purpose for which leased property will be used, to insurance companies for the cost of insurance, or to
an automobile manufacturer or dealer for the date of delivery. See commentary § 213.4(n) for estimating
official fees and taxes.

3 Residual value of leased property at termination. In an open-end lease where the lessee's liability
at the end of the lease term is based on the residual value of the leased property as determined at
consummation, the estimate of the residual value must be reasonable and based on the best
information reasonably available to the lessor (see § 213.4(m)). A lessor should generally use an
accepted trade publication listing estimated current or future market prices for the leased property
unless other information or a reasonable belief based on its experience provides the better information.
For example

i An automobile lessor offering a three year open-end lease assigns a wholesale value to the
vehicle at the end of the lease term. The lessor may disclose as an estimate a wholesale value derived
from a generally accepted trade publication listing current wholesale values.

i Same facts as above, except that the lessor discloses an estimated value derived by adjusting
the residual value quoted in the trade publication because, in its experience, the trade publication values
either understate or overstate the prices actually received in local used-vehicle markets. The lessor may
adjust estimated values quoted in tiade publications if the lessor reasonably believes based on its
experience that the values are understated or overstated.

4. Retail or wholesale value. The lessor may choose either a retail or a wholesale value in estimating
the value of leased property at termination of an open-end lease provided the choice is consistent with
the lessor's general practice when determining the value of the property at the end of the lease term.
The lessor should indicate whether the value disclosed is a retail or wholesale va'ue.

5. Labelling estimates. Generally, only the disclosure for which the exact information is unknown is
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labelled as an estimate. Nevertheless, when several disclosures are affected because of the unknown
information, the lessor has the option of labelling as an estimate every affected disclosure or only the

disclosure primarily affected.

3(e) Effect of Subsequent Occurrence

1. Subsequent occurrences. Examples of sul nguent occurrences include:

i. An agreement between the lessee and lessor to change from a monthly to a weexly payment
schedule.

ii. An increase in official fees or taxes.
{{4-30-02 p.6725}}

iii. An increase in insurance premiums or coverage caused by a change in the law.

iv. Late delivery of an automobile caused by a strike.

2. Redisclosure. When a disclosure becomes inaccurate because of a subsequent occurrence, the
lessor need not make new disclosures unless new disclosures are required under § 213.5.

3. Lessee's failure to perform The lessor does not violate the regulation if a previously given
disclosure becomes Inaccurate when a lessee fails to perform obligations under the contract and a
lessor takes actior " that are necessary and proper in such circumstances to protect its interest. Fcr
example, the addition of insurance or a security interest by the lessor because the lessee has not
performeu obligations contracted for in the lease is not a violation of the regula‘ion.

Section 213.4-ConU nt of Disclosures

4(@) Description of Property
1. Placement of description. Although the description of leased properly may not be included among
the segregated disclosures, a lessor may choose lo place the description directly above the segregated

disclosures.

4(b) Amount Due at Lease Signing or Delivery

1 Consumnmiation. See commentary to § 213.3(a)(3).

2. Capitalized cost reduction. A capitalize cost reduction is a payment in the nature of a
downpayment or, the leased property that reduces the amount to be capitalized over the term of the
lease. This amount does not include any amounts included in a periodic payment paid at lease signing
or delivery.

3. ‘Negative" equity trade-in allowance. If an amount owed on a prior lease or credit balance
exceeds the agreed upon value of a trade-in, the difference is not reflected as a negative trade-in
allowance under 8 213A(b). The lessor may disclose the trade-in allowance as zero or not applicable, or

may leave a blank line
4. Rebates. Only rebates applied toward an amount due at lease signing or delivery are required to

be disclosed under § 213.4(b).

5. Balance sheet approach. In motor-vehicle leases, the total for the column labeled “total amount
due at lease signing or delivery" must equal the total for the column labeled "how the amount due at
lease signing or delivery will be paid.”

6 Amounts to be paid in cash. The term cash is intended to include payments by check or other
payment methods in addition to currency, however, a lessor may add a line item under the column "how
the amount due at lease signing or delivery will be paid" for non-currency payments such as credit

cards.

4(c) Payment Schedule and Total Amount of Periodic Payments

1. Periodic payments. The phrase "number, amount, and due dates or periods of payments" requires
the d » < sure of all payments that are made at regular or irregular intervals and generally derived from
rent alized or amortized amounts sucti as depreciation, and other amounts that are collected by
the at the same interval(s), including for example, taxes, maintenance, and insurance charges.

Other periodic payments may, but need not, be disclosed under § 213.4(c).

4(d) Other Charges
1. Coverage. Section 213 4(d) requires the disclosure of charges that are anticipated by the parties

incident to the normal operation of the lease agreement. If a lessor is unsure whether a particular fee is
an "other charge." the lessor may disclose the fee as such without violating § 213.4(d) or the
segregation rule under 8§ 213.3(a)(2).

2. Excluded charges. This section does not require disclosure of charges that are imposed when the
lessee terminates early, fails to abide by, or modifies the terms of thp existing lease agreement, such as
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charges for;
{{4-30-02 p.6726}}

i. Late payment.

ii. Default.

ii. Early termination.

iv. Deferral of payments.

v. Extension of the lease.

3. Third- parTy fees and charges Third-party fees or charges collected by the lessor on behalf of third
parties, such as taxes, are not disclosed under § 213.4(d).

4. Relationship to other Provisions. The other charges mentioned in this paragraph are charges that
are not required to be disclosed under some other provision of § 213.4. To illustrate:

i. The price of a mechanical breakdown protection (MBP) contract is sometimes disclosed as an
"other charge." Nevertheless, the price of MBP is sometimes reflected in the periodic payment
disclosure under 8§ 213 4(c) or in states where MBP is regarded as insurance, the cost is to be disclosed
in accordance with § 213.4(0).

5. Lessee's lighilities at the end of the lease term Liabilities that the lessor imposes upon the lessee
at the end of the scheduled lease term and that must be disclosed under § 213.4(d) include disposition
and ""pick-up' char es.

ptlonal dlSpOSItIOﬂ charges. Disposition and similar charges that are anticipated by the parties
as an incident to the normal operation of the lease agreement must be disclosed under 8§ 213.4(d). If.
ur er alease agreement, a lessee may return leased properly to various locations, and the lessor
charges a disposition fee depending upon the location chosen, under § 213.4(d), the lessor must
dir close the highest amount charge”™ In such circumstances, the lessor may also include a brief
explanation of the fee structure in the segregated disclosure. For example, if no fee or a lower fee is
imposed for returning a leased vehicle to the originating dealer as opposed to another location, that fact
may be disclosed. By contrast, if the terms of the lease treat the return of the leased property to a
location outside the lessor's service area as a default, the fee imposed is not disclosed as an "other
charge," although it may be required to be disclosed under § 213.4(q).

4(e) Total of Payments
1 Open-end lease. The additional statement is required under § 213.4(e) for open-end leases

because, with some limitations, a lessee is liable at the end of the lease term for the difference between
the residual and realized values of the leased property.

4(f) Payment Calculation

1. Motor-vehicle lease. Whether leased property is a motor vehicle is determined by state or other
applicable law.

2. Multiple-itens. If a lease transaction involves multiple items of leased property, one of which is not
a motor vehicle under state law, at their option, lessors may include all items in the disclosures required
under § 213.4(f). See comment 3(a)-4 regarding disclosure of multiple transactions.

4(N)(2) Gross Capitalized Cost

1 Agreed upon value of the vehicle The agreed upon value of a motor vehicle includes the amount
of capitalized items such as charges for vehicle accessories and options, and delivery or destination
charges. The lessor may also include taxes and fees for title, licenses, and registration that are
capitalized. Charges for service or maintenance contracts, insurance products, guaranteed automobile
protection, or an outstanding balance on a prior lease or credit transaction are not included in the
agreed upon value.

2. Itemization of the gross capitalized cost. The lessor may choose to provide the itemization of the
gross capitalized cost only on request or may provide the itemization as a matter of course. In the latter
case, the lessor need not provide a statement of the lessee's option to receive an itemization. The gross
capitalized cost must be itemized by type and amount. The lessor may include in the itemization an
identification of the items and amounts of some or all of the items contained in the agreed upon value of
the vehicle The itemization must be provided at the same time as the other disclosures required by
8§213.4, but it may not be included among the segregated disclosures

{{4-30-02 p 6726.01}}
A(N)(7) Total of Base Periodic Payment

1 Accuracy of disclosure. If the periodic payment calculation under § 213.4(f) has been calculated
correctly, the amount disclosed under y 213.4(f)(7)--the total of base periodic payments--is correct for
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disclosure purposes even if that amount differs from the base periodic payment disclosed under § 213.4
(0(9) multiplied by the number of lease payments disclosed under 8§ 213.4(f)(8), when the difference is

due to rounding.

40O

1. Lease Term. The lease term may be disclosed among the segregated disclosures.
({4-30-02 p.6727)}

4(g) Early Termination

4(9)(1?{ Conditions and Disclosure of Charges
1. Reasonableness of charges. see the commentary to § 213.4(g).

2. Description of the method. Section 213.4(g)(1) requires a full description of the method of
determining an early termination charge. The lessor should attempt to provide consumers with clear and
understandable descriptions of its early termination charges Descriptions that are full, accurate, and not
intended to be misleading will comply with § 213.4(g)(1). even if the descriptions are complex. In
providing a full description of an early termination method, a lessor may use the name of a generally
accepted method of computing the unamortized cost portion (also known as the "adjusted lease
balance") of its early .jrmination charges. For example, a lessor may state that the "constant yield"
method will be utilized in obtaining the adjusted lease balance, but must specify how that figure, and any
other term or figure, is used in computing the total early termination charge imposed upon the
consumer. Additionally, if a lessor refers to a named method in this manner, the lessor must provide a
written explanation of that method if requested by the consumer. The lessor has the option of providing
the explanation as a matter of course ir the lease documents or on a separate document.

3. Timing of written explanation of a named method. While a lessor may provide an address or
telephone number for the consumer to request a written explanation of the named method used to
calculate the adjusted leased balance, if at consummation a consumer requests such an explanation,
the lessor must provide a written explanation at that time If a consumer requests an explanation after
consummation, the lessor must provide a written explanation withm a reasonable time after the request
is made

4. Default. when default is a condition for early termination of a lease, default charges must be
disclosed under § 213 4(g)(1). See the commentary to § 213.4(q)

5. Lessee's liahility at early termination. When the lessee is liable for the difference between the
unamortized cost and the realized value at early termination, the method of determining the amount of

the difference must be disclosed under § 213 4(g/(}).

4(h) Maintenance Responsibilities
1 Standards for wear and use. No disclosure is required if a lessor does not set standards or impose
charges for wear and use (such as excess mileage)

4(1) Purchase Option

1. Mandatory disclosure of no purchase option Generally the lessor need only make the specific
required disclosures that apply to a transaction In the case of a purchase option disclosure, however, a
lessor must disclose affirmatively that the lessee has no option to purchase the leased property if the
purchase option is inapplicable.

2. Existence of purchase option. Whether a purchase option exisls under the lease is determined by
state or other applicable law The lessee's right to submit a bid to purchase property at termination of
the lease is not an option to purchase under § 213.4(i) if the lessor is not requiredto accept thelessee's
bid and the lessee does not receive preferential treatment.

3. Purchase-option fee. A purchase-option fee is disclosed under § 213.4(i), not § 213 4(d) The fee
may be separately itemized or disclosed as pad of the purchase-option price.

4 Official fees and taxes Ofncial fees such as those for taxes, licenses, and registration charged in
connection with the exercise of a purchase option may be disclosed under 8§ 213.4(i) as part of the
purchase-option price (with or without a reference to their inclusion in that price) or may be separately
disclosed and itemized by category. Alternatively, a lessor may provide a statement indicating that the
purchase-option price does not include fees for tags, taxes, and registration.

5. Purchaseoption price. Lessors must disclose the purchase-option price as a sum certain or as a
sum certain to be determined at a future date by reference to a readily
{{4-30-02 p 6728}}available independent source. The reference should providesufficientinformation so
that the lessee will be able to determine the actual price when the option becomes available.
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Statements of a purchase price as the "negotiated price" or the "fair market value” do not comply with
the requirements of § 213.4(i)

4()) Statement Referencing Nonsegregated Disclosures
1. Content. A lessor may delete inapplicable items from the disclosure. For example, if a lease
contract does not include a security interest, the reference to a security interest may be omitted.

4(1) Right of Appraisal

1. Disclosure inapplicable. The lessee does not have the right to an independent appraisal merely
because the lessee is liable at the end of the lease term or at early termination for unreasonable wear or
use. Thus, the disclosure undor § 213.4(1) does not apply. For example:

l. The automobile lessor might expect a lessee to return an undented car with four good tires at the
end of the lease term. Even though it may hold the lessee liable for the difference between a dented car
with bald tires and the value of a car in reasonably good repair, the disclosure under § 213.4(1) is not
required.

2. Lessor's apprajsal. If the lessor obtains an appraisal of the leased property to determine its
realized value, that appraisal does not suffice for purposes of section 183(c) of the act; the lessor must
disclose the lessee's right to an independent appraisal under § 213.4(1).

3. Retail or wholesale. In providing the disclosures in § 213.4(1). a lessor mustindicate whether the
wholesale or retail appraisal value will be used.

4. Time restriction on appraisal. The regulation does not specify a time period in which the lessee
must exercise the appraisal right. The lessor may require a lessee to obtain the appraisal within a
reasonable tir j after termination of the lease.

4(m) Liability at end of Lease Term Based on Residual Value

1. Open-end leases. Section 213.4(m) applies only to open-end leases.
2 Lessor's payment of attorney's fees. Section 183(a) of the act requires that the lessor paythe
lessee's attorney's fees in all actions under § 213.4(m), whether successful or not.

4(m)(1) Rent and other charges

1. General. This disclosure is intended to represent the cost of financing an open-end lease based
on charges and fees that the lessor requires the lessee to pay. Examples of disclosable charges, in
addition to the rent charge, include acquisition, disposition, or assignment fees. Charges imposed by a
third party whose services are not required by the lessor (such as official fees and voluntary insurance)

are not included in the § 213.4(m)(1) disclosure.

4(m)(23 Excess liability
1. COvVerage. The disclosure limiting the lessee’s liability for the value of the leased property does not
apply in the case of early termination

2. Leases with a minimum term. If a lease has an alternative minimum term, the disclosures
governing the liability limitation ore not applicable for the minimum term.

3. Charges not subject to rebuttable presumption The limitation on liability applies only to liability at
the end of the lease term that is based on the difference between the residual value of the leased
property and its realized value The regulation does not preclude a lessor from recovering other charges
from the lessee at the end of the lease term. Examples of such charges include:

i. Disposition charges.
ii. Excess mileage charges.
in. Late payment and default charges.

{{4-30-02 p.6729}}
iv In simple-mterest accounting leases, amount by which the unamortized cost exceeds the

residual value because the lessee has not made timely payments.

4(n) Fees and Taxes
1. Treatment ol certain taxes. Taxes paid in connection with the lease are generally disclosed under

§ 213 4(n), but there are exceptions To il.ustrate

i Taxes paid by lease signing or delivery are disclosed under § 213.4(b) and § 213 4(n).

ii. Taxes that are part of a regularly scheduled payments are reflected in the disclosure under
§ 213.4(c), (f), and (n).

in A tax payable by the lessor that is passed on to the consumer and is reflected in the lease
documentation must be disclosed under § 213.4(n). A tax payable by the lessor and absorbed as a cost

of doing business need not be disclosed.
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iv. Taxes charged in connection with the exercise of a purchase option are disclosed under § 213.4
(i), not § 213.4(n).

2. Estimates. in disclosing the total amount of fees and taxes under § 213.4(n), lessors may need to
base the disclosure on estimated tax rates or amounts and are afforded great flexibility in doing so.
Where ara is applied to the future value of leased property, lessors have flexibility in estimating that
value, including, but not limited to, using the mathematical average of the agreed upon value and the
residual value or published valuation guides; or a lessor could prepare estimates using the agreed upon
value and disclose a reasonable estimate of the total fees and taxes. Lessors may include a statement
that the actual total of fees and taxes may be higher or lower depending on the tax rates in effect or the

value of the leased property at the time a fee or tax is asses d.

4(0) Insurance

1. Coverage. If insurance is obtained through the lessor, information on the type and amount of
insurance coverage (whether voluntary or required) as well as the cost, must be disclosed.

2. Lessor's INsUrance Insurance purchased by the lessor primarily for its own benefit, and absorbed
as a business expense and not separately charged to the lessee, need not be disclosed under § 213.4
(o) even if it provides an incidental benefit to the lessee.

3. Mechanical breakdown protection and other products. Whether products purchased in conjunction
with a lease, such as mechanical breakdown protection (MBP) or guaranteed automobile protection
(GAP), should be treated as insurance is determined by state or other applicable law. In states that do
not treat MBP or GAP as insurance, § 213.4(o) disclosures are not lequired. In such cases the lessor
may, however, disclose this information in accordance with the additional information provision in
§ 213.3(b). For MBP insurance contracts not capped by a dollar amount, lessors may describe coverage
by referring to a limitation by mileage or time period, for example, by indicating that the mechanical
breakdown contract insures parts of the automobile for up to 100,000 miles.

) Warranties or Guarantees
1. Brief identification. The statement identifying warranties may be brief and need not describe or list

all warranties applicable to specific parts such as for air conditioning, radio, or tires in an automobile.
For example, manufacturer's warranties may be identified simply by a reference to the standard
manufacturer's warranty. If a lessor provides a comprehensive list of warranties that may not all apply,
to comply with § 213.4(p) the lessor must indicate which warranties apply or, alternatively, which
warranties do not apply.

2. Warranty disclaimers. Although a disclaimer of warranties is not required by the regulation, the
lessor may give a disclaimer as additional information in accordance with § 213.3(b).

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

{(4-30-02 p 6730}}

4(q) Penalties and Other Charges for Delinquency
1 Collection costs. The automatic imposition of collection costs or attorney fees upon default must

be disclosed under § 213.4(q) Collection costs or attorney fees that are not imposea automatically, but
are contingent upon expenditures in conjunction witli a collection proceeding cr upon the employment of
an attorney to effect collection, need not be disclosed.

2. Charges for early termination. When default is a condition for early termination of a lease, default
charges must also be disclosed under 8§ 213 4(g)(1). The § 212 4(qg) and (g)(1) disclosures may, but
need not, be combined. Examples of combined disclosures are provided in the model lease disclosure
forms in appendix A.

3. Simple-interest leases. In a simple-mterest accounting lease, the additional rent 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 accrual of the rent charge after termination
of the lease because the lessee fails to return the leased property does not constitute a default charge.
But in either case, if the additional charge accrues at a rate higher than the normal rent charge, the
lessor must disclose the amount of or the method of determining the additional charge under § 213 4(q)

4 Extension charges. Extension charges that exceed the rent charge in a simple-interest accounting
lease or that are added separately are disclosed under § 213.4(q).

5. Reasonableness of charges. Pursuant to section 183(b) of the act, penalties or other choiges for
delinquency, defe |, or early termination may be specified in the lease but only in an amount that is
leasonable in light of the anticipated or actual harm caused by the delinquency, default, or early
termination, the difficulties of proof of loss, and the inconvenience or nonfeasibility of otherwise

obtaining an adequate remedy.
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A(r) Security Interest
1 Disclosable security interests. See § 21372(0) and accompanying commentary to determine what

security interests must be disclosed.

4(s) Limitations on Rate Informetion
1. Segregated disclosures. A lease rate may not be included among the segregated disclosures

referenced in § 213.3(a)(2).

Section 213.5-Renegotiations, Extensions and Assumptions

5(a) Renegotiations
1. Basis of disclosures. Lessors have flexibility in making disclosures so long as they reflect the legal
obligation under the renegotiated lease. For example, assume that a 24-month lease is replaced by a
36-month lease. The initial lease began on January 1, 1998, and was renegotiated and replaced on July
1, 1998, so that the new lease term ends on January 1, 2001.

i. If the renegotiated lease covers the 36-month period beginning January 1, 1998, the new
disclosures would reflect all payments made by the lessee on the initial lease and all payments on the
renegotiated le->se. In this example, since the renegotiated lease covers a 36-month period beginning
January 1, 1998, the disclosures must reflect payments made since that date. On the model form, the
"total of base periodic payments" disclosed under 8§ 213.4(f)(7) should reflect periodic payments to be
made over the entire 36-month term. Payments received since January 1, 1998. are added as a new
line item disclosed as "total of payments received" and are subtracted from the "total of base periodic
payments" in calculating a new item disclosed as the "total of base periodic payments remaining," For
example, if 6 monthly payments of $300 were received since January 1, 1998, the disclosure form
should include a "total of base periodic payments" line f jm which $1,800 is subtracted to arrive at the
"total of base periodic payments remaining." The remainder of the disclosures would not change.

ii. Ifthe renegotiated lease covers only the remaining 30 months, from July 1, 1998, to January 1,
2001, the disclosures would reflect only the charges incurred in connection with the renegotiation and

the payments for the remaining period
({4-30-02 p.6731}}

5(b) Extensions
1. Time of extension disclosures. If a consumer lease is extended for a specified term greater than

six months, new disclosures are required at the time the extension is agreed upon. If the lease is
extended on a month-to-mont*- basis and the cumulative extensions exceed six months, new
disclosures are required at the commencement of the seven,h month and at the commencement of
each seventh month thereafter for as long as the extensions continue. If a consumer lease is extended
for terms of varying durations, one of which will exceed six months beyond the originally scheduled
termination date of the lease, new disclosures are required at the commencement of the term that will
exceed six months beyond the originally scheduled termination date.

2 Content of disclosures for month-to-month extensions. The disclosures for a lease extended on a
month-to-month basis for more tn,-.n six months should reflect the month-to-month nature of the
transaction.

3 Basis of disclosures The disclosures should be based on the extension period, including any
upfront ccsts paid in connection with the extension For example, assume that initially a lease ends on
March 1, 1999 In January 1999. agreement is reached to extend the lease until October 1, 1999. The
disclosure would include any extension fee paid in January and the periodic payments for the seven-

month extension period beginning in March
Section 213 6-Elcctronic Communication

6(b) General rule

1 Relationship to the E-Sign Act The E-Sign Acl authorizes the usl. of electronic disclosures. It
does not affect any requirement imposed under this part other than a requirement that disclosures be in
paper form, and it does not affect the content or timing of disclosures. Electronic disclosures are subject
to the regulation's format, timing, and retainability rules and the clear and conspicuous standard. For
example, to satisfy the clear and conspicuous standard for disclosures, electronic disclosures must use
visual text.

2. Clear and conspicuous standard. A lessor must provide electronic disclosures using a clear and
conspicuous format. Also in accordance with the E-Sign Act:
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i. The lessor must disclose the requirements for accessing and retaining disclosures in that format;

i. The lessee must demonstrate the ability to access the information electronically and affirmatively
consent to electronic delivery; and

iii. The lessor must provide the disclosures in accordance with the specified requirements.

3. Timing and effective delivery. When a lessor permits the lessee to consummate a lease
transaction on-line, the lessee must be required to access the required disclosures before becoming
obligated. A link to the disclosures satisfies the timing rule if the lessee cannot bypass the disclosures
before becoming obligated. Or the disclosures in this example must automatically appear on screen,
even if multiple screens are required to view the entire disclosure. The lessor is not required to confirm
that the lessee has read the disclosures.

4. Retainability of disclosures. A lessor satisfies the requirement that disclosures be in a form that
the lessee may keep if electronic disclosures are delivered in a format that ia capable of being retained
(such as by printing or storing electronically). The format must also be consistent with the information
required to be provided under section 101 (c)(1)(C)(i) of the E-sign Act (15 U.S.C. 7001 (c)(1 )(C)(i)) about
the hardware and software requirements for accessing and retaining electronic disclosures.

5. Disclosures provided on lessor's equipment. To the extent applicable in connection with a lease
transaction, a lessor that controls the equipment providing electronic disclosures to lessees (for
example, a computer terminal in a lessor’s place of business) must ensure that the equipment satisfies
the regulation's requirements to provide timely disclosures in a clear and conspicuous format and in a
form that the lessee may keep. For example, if disclosures are required at the time of an on-line
transaction, the disclosures must be sent to the lessee's e-mail address or must be made available at
another location
{{4-30-02 p.6732))such as the lessor's Internet web site, unless the lessor provides a printer that

automatically prints the disclosures.

6(d) Address or Location to Receive Electronic Communication

Paragraph 6(d)(1)

1 Electronic Jdress. A lessee's electronic address is an e-mail address that is not limited to
receiving communications transmitted solely by the lessor.

Paragraph 6(d)(2)

1 90dayrde. The actual disclosures provided to a lessee must be available for at least 90-days,
but the lessor had discretion to determine whether they should be available at the same location for the

entire period.

6(e) Redelivery.

1 E-mail message returned as undeliverable. It an e-mail message to the lessee (containing an alert
notice or other disclosure) is returned as undeliverable, the redelivery requirement is satisfied if, for
example, the lessor sends the disclosure to a different e-mail address or postal address that the lessor
has on file for the lessee. Sending the disclosures a second time to the same electronic address is not

sufficient if the lessor has a different address for the lessee on file.
Section 213.7-Advertising

7(@ General Rule
1. Persons covered. All "persons” must comply with the advertising provisions in this section, not just

those that meet the definition of a lessor in § 213.2(h). Thus, automobile dealers, merchants, and others
who are not themselves lessors must comply with the advertising provisions of the regulation if they
advertise consumer lease transactions. Pursuant to section 184(b) of the act, hov'ever, owners and
personnel of the media in which an advertisement appears or through which it is disseminated are not
subject to civil liability for violations under section 185(b) of the act.

2. "Usually and customarily." Section 213.7(a) does not prohibit the advertising of a single item or the
promotion of a new leasing progrmn, but prohibits the advertising of terms that are not and will not be
available Thus, an advertisement may state terms that will be offered for only a limited period or terms

that will become available at a future date.

7(b) Clear and Conspicuous Standard

1 Standard. The disclosures in an advertisement in any media must be reasonably understandable.
For example, very fine print in a television advertisement or detailed and very rapidly slated information
in a radio advertisement does not meet the clear and conspicuous standard if consumers cannot see
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and read or hear, and cannot comprehend, the Information required to be disclosed.

7(0)(1) Amount Due at Lease Signing or Delivery
1. Itemization not required. Only a total of amounts due at lease signing or delivery is required to be

disclosed, not an itemization of its component parts. Such an itemization is Drovided in any transaction-
specific disclosures provided under § 213.4,

2. Prominence rule. Except for a periodic payment, oral or written references to components of the
total due at lease signing or delivery (for example, a reference to a capitalized cost reduction, where
permitted) may not be more prominent than the disclosure of the total amount due at lease s-gning or
delivery.

3. Electronic advertisements. For advertisements using electronic communication, to satisfy the
prominence rule in § 213.7(b)(1), both the triggering terms and the required disclosures must appear in
the same location so that they can be viewed simultaneously.

{{4-30-02 p.6733}}

7(b)(2) Advertisement of a Lease Pate

1 Location of statement. The notice required to accompany a percentage rate stated in an
advertisement must be placed in close proximity to the rate without any other intervening language or
symbols. For example, a lessor may not place an asterisk next to the rate and place the notice
elsewhere in the advertisement. In addition, with the exception of the notice required by 8§ 213.4(s), the
rate cannot be more prominent than any other § 213.4 disclosure stated in the advertisement. For
advertisements using electronic communication, to comply with proximity rule in, both the rate and the
accompanying notice must appear in the same location so that they can be viewed simultaneously. The
prominent rule in § 213.7(b)(2) is not met if the disclosures can be viewed only by use of a link that
connects the consumer to the information appearing at another location.

7(c) Catalogs or Other Multi Page Advertisements; Electronic Advertisements

1. General rue. The multiple-page advertisements referred to in § 213.7(c) are advertisements
consisting of a series of numbered pages— for example, a supplement to a newspaper. A mailing
comprising several separate flyers or pieces of promotional material in a single envelope is not a single
multiple-page advertisement.

2. Cross-references. A catalog or other multiple-page advertisement or an electronic advertisement
is a single advertisement (requiring only one set of lease disclosures) if it contains a table, chart, or
schedule with the disclosures required under § 213.7(d)(2)(i) through (v). If one of the triggering terms
listed in § 213.7(d)(1) appears in a catalog, or in a multiple-page or electronic advertisement, it must
clearly direct the consumer to the page or location where the table, chart, or schedule begins. For
example, in an electronic advertisement, a term triggering additional disclosures may be accompanied
by a link that directly connects the consumer to the additional information (but see comments under
§ 213.7(b) about rules regarding the prominence of disclosures).

7(d)(1) Triggering Terms
1. Typical example. When any triggering term upbears in a lease advertisement, the additional terms

enumerated in § 213.7(d)(2) (i) through (v) must also appear. In a multi-lease advertisement, an
example of one or more typical leases with a statement of all the terms applicable to each may be used.
The examples must be labeled as such and must reflect representative lease terms that are made

available by the lessor to consumers

7(d)(2) Additional Terms
1. Third-party fees that vary by state or locality. The disclosure of a periodic payment or total amount

due at lease signing or delivery may:
i. Exclude third-party fees, such as taxes, licenses, and registration fees and disclose that fact; or

i. Provide a periodic payment or total that includes third-party fees based on a particular state or
locality as long as that fact and the fact that fees may vary by state or locality are disclosed

7(e) Alternative Disclosures— Merchandise Tags

1 Multlpleltem leases. Multiple-item leases that utilize merchandise tags requiring additional
disclosures may use the alternate disclosure rule.
7(f) Alternative Disclosures— Television or Radio Advertisements

7(H(D) Toll-Free Number or Print Advertisement
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1. Publication in general circulation. A reference to a written advertisement appearing in a newspaper
circulated nationally, for example, USA Today or the Wall Street Journal, may satisfy the general
circulation requirement in § 213.7(f)(1)(ii).

2. Toll-free nun.ber, local or collect calls. In complying with the disclosure requirements of § 213.7(f)
(2)(i), a lessor must provide a toll-free number for nonlocal calls made
{{4-30-02 p.6734}}from an area code other than the one used in the lessor's dialing area. Alternatively, a
lessor may provide any telephone number that allows a consumer to reverse the phone charges when
calling for information.

3. Multi-purpose number. When an advertised toll-free number responds with a recording, lease
disclosures must be provided early in the sequence to ensure that the consumer receives the required
disclosures. For example, in providing several dialing options-such as providing directions to the
lessor’s place of business--the option allowing the consumer to request lease disclosures should be
provided early in the telephone message to ensure that the option to request disclosures is not
obscured by other information.

4, Statement accompanying toll free number. Language must accompany a telephone and television
number indicating that disclosures are available by calling the toll-free number, such as "call 1-800-000-

0000 for details about costs and terms."

Section 213.8-Record Retention

1. Manner of retaining evidence. A lessor must retain evidence of having performed required actions
and of having made required disclosures. Such records may be retained in paper form, ori microfilm,
microfiche, or computer, Crby any othei method designed to reproduce records accurately. The lessor
need retain only enough information to reconstruct the required disclosures or other records.

Section 213.9-Relation to State Laws

1. Exemptions granted. Effective October 1, 1982, the Board granted the following exemptions from
portions of tnr Consumer Leasing Act.

i. Maine. Lease transactions subject to the Maine Consumer Credit Code and its implementing
regulations are exempt from chapters 2, 4, and 5 of the federal act. (The exemption does not apply to
transactions in which a federally chartered institution is a lessor

i. Oklahoma. Lease transactions subject to the Oklahoma Consumer Credit Code are exempt from
chapters 2 and 5 o. .he federal act. (The exemption does not apply to sections 132 through 135 of the
federal act, nor does it apply to transactions in which a fe*°rally chartered institution is a lessor.)

Appendix A-Model Forms

1 Permissiole changes. Although use of the model forms is not required, lessors using them properly
will be deemed to be in compliance with the regulation. Generally, lessors may make certain changes in
the format or content of the forms and may delete any disclosures that are inapplicable to a transaction
without losing the act's protection from liability For example, the model form based on monthly periodic
payments may be modified for single-payment lease transactions or for quarterly or other regular or
irregular periodic payments. The model form may also be modified to reflect that a tiansactiun is an
extension. The content, format, and headings for the segregated disclosures must be substantially
similar to those contained in the model forms; therefore, any changes should be minimal. The changes
to the model forms should not be so extensive as to affect the substance and the clarity of the

disclosures.

2. Examples of acceptable changes.

i. Using the first person, instead of the second person, in referring to the lessee

ii. Using "lessee," "lessor,” or names instead of pronouns

ii. Rearranging the sequence of the nonsegregated disclosures.

iv. Incorporating certain state "plain English" requirements.

v. Deleting or blocking out inapplicable disclosures filling in "N/A" (not applicable) or "0," crossing
out, leaving blanks, checking a box for applicable items, or circling applicable items (this should facilitate
use of multi-purpose standard forms).

vi. Adding language or symbols to indicate estimates

vii. Adding numeric or alphabetic designations.

{{4-30-02 p.6735}}
viii. Rearranging the disclosures into vertical columns, except for § 213.4(b) through (e) disclosures
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ix. Using icons and other graphics. .

3. Model closed-end or net vehicle lease disclosure. Model A-2 is designed for a closed-end or net
venicle lease. Under the "Early Termination and Default" provision a reference to the lessee's right to an
independent appraisal of the leased vehicle under § 213.4(1) is included for those closed-end leases in
which the lessee's liability at early termination is based on the vehicle's realized value.

4. Model furniture lease disclosures. Model A-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
required under S 213.4(2) because few closed-end furniture leases base the lessee’s liability at early
termination on the realized value of the leased property. The disclosure should be added if it is
applicable.
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