§213.1

§213.1 Authority, scope, purpose, and
enforcement.

(a) Authority. The regulation in this
part, known as Regulation M, is issued
by the Board of Governors of the Fed-
eral Reserve System to implement the
consumer leasing provisions of the
Truth in Lending Act, which is Title |
of the Consumer Credit Protection Act,
as amended (15 U.S.C. 1601 et seq.). In-
formation collection requirements con-
tained in this regulation have been ap-
proved by the Office of Management
and Budget under the provisions of 44
U.S.C. 3501 et seq. and have been as-
signed OMB control number 7100-0202.

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

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

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

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

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

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

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

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

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

(d) Closed-end lease means a consumer
lease other than an open-end lease as
defined in this section.
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(e)(1) Consumer lease means a con-
tract in the form of a bailment or lease
for the use of personal property by a
natural person primarily for personal,
family, or household purposes, for a pe-
riod exceeding four months and for a
total contractual obligation not ex-
ceeding $25,000, whether or not the les-
see has the option to purchase or oth-
erwise become the owner of the prop-
erty at the expiration of the lease. Un-
less the context indicates otherwise, Iin
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 agri-
cultural, business, or commercial pur-
poses or a lease made to an organiza-
tion.

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

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

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

(f) Gross capitalized cost means the
amount agreed upon by the lessor and
the lessee as the value of the leased
property and any items that are cap-
italized or amortized during the lease
term, including but not limited to
taxes, insurance, service agreements,
and any outstanding 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 cap-
italized cost equals the gross capitalized
cost less the capitalized cost reduction,
and is the amount used by the lessor in
calculating the base periodic payment.

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

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

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

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

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

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

(m) Realized value means:

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

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

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

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

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

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

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

(1) Form of disclosures. The disclosures
required by §213.4 shall be given to the
lessee together in a dated statement
that identifies the lessor and the les-
see; the disclosures may be made either
in a separate statement that identifies
the consumer lease transaction or in

disclosure require-
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the contract or other document evi-
dencing the lease. Alternatively, the
disclosures required to be segregated
from other information under para-
graph (a)(2) of this section may be pro-
vided in a separate dated statement
that identifies the lease, and the other
required disclosures may be provided in
the lease contract or other document
evidencing the lease. In a lease of mul-
tiple items, the property description
required by §213.4(a) may be given in a
separate statement that is incor-
porated by reference in the disclosure
statement required by this paragraph.

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

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

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

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

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

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