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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.

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

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

(f) Minor variations. A lessor may dis-
regard the effects of the following in
making disclosures:

(1) That payments must be collected
in whole cents;

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

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

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

[Reg. M, 61 FR 52258, Oct. 7, 1996, as amended
at 66 FR 17328, Mar. 30, 2001]

§213.4 Content of disclosures.

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

(a) Description of property. A brief de-
scription of the leased property suffi-
cient to identify the property to the
lessee and lessor.
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(b) Amount due at lease signing or de-
livery. The total amount to be paid
prior to or at consummation or by de-
livery, if delivery occurs after con-
summation, using the term ‘‘amount
due at lease signing or delivery.” The
lessor shall itemize each component by
type and amount, including any re-
fundable security deposit, advance
monthly or other periodic payment,
and capitalized cost reduction; and in
motor-vehicle leases, shall itemize how
the amount due will be paid, by type
and amount, including any net trade-in
allowance, rebates, noncash credits,
and cash payments in a format sub-
stantially similar to the model forms
in appendix A of this part.

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

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

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

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

(1) Gross capitalized cost. The gross
capitalized cost, including a disclosure
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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 state-
ment of the lessee’s option to receive a
separate written itemization of the
gross capitalized cost. If requested by
the lessee, the itemization shall be pro-
vided before consummation.

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

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

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

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

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

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

(8) Lease payments. The lease pay-
ments with a description such as ‘‘the
number of payments in your lease.”

(9) Base periodic payment. The total of
the base periodic payments divided by
the number of payment periods in the
lease.
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(10) Itemization of other charges. An
itemization of any other charges that
are part of the periodic payment.

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

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

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

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

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

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

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

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

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

(2) During lease term. If prior to the
end of the lease term, the purchase
price or the method for determining
the price and when the lessee may ex-
ercise this option.
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(j) Statement referencing nonsegregated
disclosures. A statement that the lessee
should refer to the lease documents for
additional information on early termi-
nation, purchase options and mainte-
nance responsibilities, warranties, late
and default charges, insurance, and any
security interests, if applicable.

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

(1) Right of appraisal. If the lessee’s 1li-
ability at early termination or at the
end of the lease term is based on the
realized value of the leased property, a
statement that the lessee may obtain,
at the lessee’s expense, a professional
appraisal by an independent third
party (agreed to by the lessee and the
lessor) of the value that could be real-
ized at sale of the leased property. The
appraisal shall be final and binding on
the parties.

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

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

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

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

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

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

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

(2) Through a third party. If the lessee
must obtain the insurance, the types
and amounts of coverage required of
the lessee.

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

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

(r) Security interest. A description of
any security interest, other than a se-
curity deposit disclosed under para-
graph (b) of this section, held or to be
retained by the lessor; and a clear iden-
tification of the property to which the
security interest relates.

(s) Limitations on rate information. If a
lessor provides a percentage rate in an
advertisement or in documents evi-
dencing the lease transaction, a notice
stating that ‘‘this percentage may not
measure the overall cost of financing
this lease’ shall accompany the rate
disclosure. The lessor shall not use the
term ‘‘annual percentage rate,” ‘‘an-
nual lease rate,” or any equivalent
term.
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(t) Non-motor vehicle open-end leases.
Non-motor vehicle open-end leases re-
main subject to section 182(10) of the
act regarding end of term liability.

[Reg. M, 61 FR 52258, Oct. 7, 1996, as amended
at 62 FR 15367, Apr. 1, 1997; 63 FR 52109, Sept.
29, 1998]

§213.5 Renegotiations, extensions, and
assumptions.

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

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

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

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

(1) A reduction in the rent charge;

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

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

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

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

(6) An agreement resulting from a
court proceeding.

[Reg. M, 61 FR 52258, Oct. 7, 1996, as amended
at 62 FR 15367, Apr. 1, 1997]
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§213.6 Electronic communication.

(a) Definition. ‘‘Electronic commu-
nication” means a message trans-
mitted electronically between a lessor
and a lessee in a format that allows
visual text to be displayed on equip-
ment, for example, a personal com-
puter monitor.

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

(c) When 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 re-
quirement, the disclosures required
under §213.7 are deemed not to be re-
lated to a transaction.

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

(1) Send the disclosure to the con-
sumer’s electronic address; or

(2) Make the disclosure available at
another location such as a web site;
and

(i) 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 trans-
action involved and the address of the
Internet web site or other location
where the disclosure is available; and

(ii) Make the disclosure available for
at least 90 days from the date the dis-
closure first becomes available or from
the date of the notice alerting the les-
see of the disclosure, whichever comes
later.

(3) Exceptions. A lessor need not com-
ply with paragraph (d)(2)(i) and (ii) of
this section for the disclosures required
under §213.7.

(e) Redelivery. When a disclosure pro-
vided by electronic communication is
returned to a lessor undelivered, the
lessor shall take reasonable steps to at-
tempt redelivery using information in
its files.

[Reg. M, 66 FR 17328, Mar. 30, 2001]

401



