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By order of the Board of Governors of the
Federal Reserve System, March 12, 1998.

William W. Wiles,

Secretary of the Board.

[FR Doc. 98-6989 Filed 3—24-98; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 213
[Regulation M; Docket No. R—1004]

Consumer Leasing

AGENCY: Board of Governors of the
Federal Reserve System.
ACTION: Proposed rule.

SUMMARY: The Board is publishing for
comment a proposed rule amending
Regulation M, which implements the
Consumer Leasing Act. The act requires
lessors to provide consumers with
uniform cost and other disclosures
about consumer lease transactions. The
proposed rule would allow lessors to
deliver by electronic communication the
disclosures required by the act and
regulation, if the consumer agrees to
such delivery. For purposes of the
regulation, an electronic communication
is a message transmitted electronically
that allows visual text to be displayed
on equipment such as a modem-
equipped computer. In addition, the
proposal contains several technical
amendments that would be made to the
regulation and commentary.

DATES: Comments should be received by
May 15, 1998.

ADDRESSES: Comments should refer to
Docket No. R—1004, and may be mailed
to William W. Wiles, Secretary, Board of
Governors of the Federal Reserve
System, 20th Street and Constitution
Avenue, N.W., Washington, DC 20551.
Comments also may be delivered to
Room B-2222 of the Eccles Building
between 8:45 a.m. and 5:15 p.m.
weekdays, or to the guard station in the
Eccles Building courtyard on 20th
Street, N.W. (between Constitution
Avenue and C Street) at any time.
Comments may be inspected in Room
MP-500 of the Martin Building between
9:00 a.m. and 5:00 p.m. weekdays,
except as provided in 12 CFR 261.12 of
the Board’s Rules Regarding Availability
of Information.

FOR FURTHER INFORMATION CONTACT:
Obrea Poindexter or Kyung Cho-Miller,
Staff Attorneys, Division of Consumer
and Community Affairs, Board of
Governors of the Federal Reserve
System, at (202) 452—-3667. For users of
Telecommunications Device for the Deaf
(TDD) only, Diane Jenkins at (202) 452—
3544.

SUPPLEMENTARY INFORMATION:
l. Background

The Consumer Leasing Act (CLA), 15
U.S.C. 1667-1667¢, was enacted into
law in 1976 as an amendment to the
Truth in Lending Act (TILA), 15 U.S.C.
1601 et seq. The Board’s Regulation M
(12 CFR 213) implements the act. The
CLA requires lessors to provide
consumers with uniform cost and other
disclosures about consumer lease
transactions. The act generally applies
to consumer leases of personal property
in which the contractual obligation does
not exceed $25,000 and has a term of
more than four months. An automobile
lease is the most common type of
consumer lease covered by the act.

As part of the Regulatory Planning
and Review Program and its review of
regulations under section 303 of the
Riegle Community Development and
Regulatory Improvement Act of 1994 (12
U.S.C. 4803), the Board determined that
the use of electronic communication to
deliver information to consumers that is
required by federal consumer financial
services and fair lending laws could
effectively reduce regulatory
compliance burden without adversely
affecting consumer protections. Thus,
the Board has been considering the
issue and closely following the
development of electronic
communication. For example, in May
1996 the Board proposed to amend
Regulation E (Electronic Fund
Transfers) to permit disclosures to be
provided electronically. In March 1997,
the Board issued an amendment to the
staff commentary to Regulation CC
(Availability of Funds and Collection of
Checks) that allowed financial
institutions to send notices
electronically. (62 FR 13801, March 18,
1997.)

Having considered the comments
received on the Regulation E proposal
and other rulemakings, the Board now
proposes to amend Regulation M to
allow lessors to provide Regulation M
disclosures electronically. Any
electronic communication would
remain subject to the timing, format,
and other requirements of the act and
the regulation. Concurrently, the Board
is issuing similar proposed rules to
address electronic communication
under Regulations DD (Truth in
Savings), B (Equal Credit Opportunity),
and Z (Truth in Lending), published
elsewhere in today’s Federal Register.
In addition, the Board has issued an
interim rule under Regulation E also
published elsewhere in today’s Federal
Register so that financial institutions
can implement systems to provide

Electronic Fund Transfer Act
disclosures electronically.

I1. Proposed Regulatory Revisions

The CLA and Regulation M require
disclosures to be provided to consumers
in writing. Under Regulation M, the
requirement that disclosures be in
writing has been presumed to require
that lessors provide paper documents.
However, under many laws that call for
information to be in writing,
information in electronic form is
considered to be “written.” Information
produced, stored, or communicated by
computer is also generally considered to
be a writing at least where text is
involved.

Pursuant to its authority under
section 187 of the CLA, the Board
proposes to amend Regulation M to
permit lessors to use electronic
communication where the regulation
calls for information to be provided in
writing. Few lessors currently
consummate lease agreements
electronically; however, as standards are
developed for establishing legal
agreements by electronic
communication, more lease contracts
may be entered into by that means.

The term “‘electronic communication”
is limited to a communication that can
be displayed as visual text. An example
is an electronic visual text message that
is displayed on a screen (such as the
consumer’s computer monitor).
Communications by telephone
voicemail systems do not meet the
definition of “‘electronic
communication” for purposes of this
regulation because they do not have the
feature generally associated with a
writing—visual text.

Section 213.3—General Disclosure
Requirements
3(a) General requirements
Definition

Section 213.3(a) would be revised to
address electronic communications
under §213.3(a)(5). Electronic
communication is a visual text message
electronically transmitted between a
lessor and a consumer’s home computer

or other electronic device used by a
consumer.

Agreements Between Lessors and
Consumers

Section 213.3(a)(5) permits lessors to
send electronic disclosures if the
consumer agrees. There may be various
ways that a lessor and a consumer could
agree to the electronic delivery of
disclosures and other information.
Whether such an agreement exists
between the parties would be
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determined by applicable state law. The
regulation would not preclude a lessor
and a consumer from entering into an
agreement electronically, nor does it
prescribe a formal mechanism for doing
so. The Board does believe, however,
that consumers should be clearly
informed when they are consenting to
the delivery of CLA and Regulation M
disclosures electronically.

Delivery Requirements for Electronic
Communication

Regulation M provides that a lessor
make disclosures to a consumer. The
requirement is satisfied when the
institution ensures that the disclosures
will be presented to the consumer in a
timely manner. Electronic disclosures
remain subject to the format, timing,
and other applicable requirements
under Regulation M.

The ““Clear and Conspicuous’ Standard

Regulation M requires lessors to
present required information ‘“clearly
and conspicuously” in writing. The
“clear and conspicuous” requirement
applies to electronic disclosures. The
Board does not intend to discourage or
encourage specific types of
technologies. Regardless of the
technology, however, the disclosures
provided by electronic communication
must meet the ““clear and conspicuous”
standard. A lessor must satisfy this
requirement, but is generally not
required to ensure that the consumer
has the equipment to read the
disclosures.

Consumer Ability to Retain Disclosures

Regulation M requires that written
disclosures be in a form the consumer
may keep. This requirement applies to
disclosures provided by electronic
communication. Lessors satisfy the
retention requirement if, for example,
disclosures can be printed or
downloaded by the consumer. Thus,
lessors would not be required to
monitor an individual consumer’s
ability to retain the information, nor to
take steps to find out whether the
consumer has in fact retained it. The
Board anticipates that, where
appropriate, a lessor will inform
consumers of any special technical
specifications for receiving or retaining
information before or at the time a
consumer agrees to receive information
electronically.

Current Need for Safeguards Concerning
the Electronic Delivery of Disclosures

Today, most consumers receive
disclosures in paper form. As electronic
commerce increases and technology
advances take place, obtaining

disclosures by electronic
communication may likely become
more commonplace. Compliance and
other issues will arise that suggest
further interpretations. Currently,
however, the use of electronic
communication in the delivery of
financial services is still evolving. Thus,
it is difficult to fully predict the extent
to which additional safeguards, if any,
may be needed to ensure that consumers
receive the same protections that exist
for disclosures in paper form. The Board
expects that lessors will provide
sufficient details about the delivery of
disclosures electronically. The Board
plans to closely monitor the
development of the electronic delivery
of Regulation M disclosures, and will
address compliance or other issues that
may arise as appropriate.

Section 213.4—Content of Disclosures

4(f)(8) Lease term

In September 1996, Regulation M was
revised to require, among other things,
that lessors show consumers a
mathematical progression of how a
scheduled payment is derived in a
motor vehicle lease. In deriving a
scheduled payment, the “total of base
periodic payments” is divided by the
number of lease payments. The caption
in the regulation and on the model
forms refers to the number of lease
payments as the “‘lease term.”

For leases with monthly payments,
typically the lease term and the number
of payments are the same. For leases
with other payment arrangements, the
number of payments and the lease term
typically are not the same, for example,
single-payment leases. In reflecting the
consumer’s legal obligation to make one
payment under a single-payment lease,
the figure disclosed under § 213.4(f)(8)
should be one, not the lease term of 24
months or 36 months, for example.

To avoid confusion, references to the
“lease term” in § 213.4(f)(8) would be
changed to ““lease payments’ with
corresponding changes to the model
forms in appendix A. Despite the
proposed revision to the model forms,
lessors would continue to use the
existing form until the supply is
exhausted. If properly completed, those
forms comply with the requirements of
the act and regulation, protecting lessors
from civil liability under sections 130 of
the Truth in Lending Act and 185 of the
Consumer Leasing Act.

The disclosure of the lease term is not
a required disclosure. If they choose,
however, lessors may disclose the lease
term among the segregated disclosures
along with the number of lease
payments, but should note that the

calculation under § 213.4(f)(8) calls for
the number of payments.

Section 213.7—Advertising

In April 1997, the Board revised
Regulation M to implement
amendments to the act contained in the
Economic Growth and Regulatory
Paperwork Reduction Act of 1996,
which streamlined the advertising
disclosures for lease transactions. (62 FR
15364, April 1, 1997) Under the act,
certain terms in an advertisement will
trigger the disclosure of additional
information. One of them is a statement
in a lease advertisement that no initial
payment is required, which triggers the
disclosure of additional information.
This “triggering’ term was
inadvertently omitted from
§213.7(d)(2)(ii), and is being added.

Appendix A—Model Forms

The Board is proposing several
technical changes to the model forms in
appendix A. The model forms for open-
and closed-end leases in appendix A-1
and A-2 would be revised to change the
reference under the payment calculation
from “Lease term. The number of
months in your lease.” to “Lease
payments. The number of payments in
your lease.” Page 2 of the open-end
model form would be revised by adding
“value” after “actual” in the “‘end of
term liability”” disclosure (a)(3), line 3.
Model form A-3 for a furniture lease
would be revised by adding “or
delivery” after the heading “Amount
due at lease signing.”

111. Proposed Commentary Provisions
Section 213.4—Content of Disclosures

4(f) Payment Calculation
4(f)(7) Total of Base Periodic Payments.

For motor vehicle leases, lessors are
required under § 213.4(f) to provide a
mathematical progression of how
scheduled lease payments are derived.
Some lessors are concerned about
exposure to civil liability because if one
divides the total of the base periodic
payments disclosed under § 213.4(f)(7)
by the number of payments in the lease
disclosed under § 213.4(f)(8) and then
multiplies the base periodic payment
disclosed under § 213.4(f)(9) by the
number of payments in the lease
disclosed under §213.4(f)(8), the result
is different because of rounding.

This anomaly may be avoided by
making adjustments to the rent charge.
However, some lessors have requested a
small tolerance for the total of base
periodic payments disclosure. They
believe that a tolerance of $1 would be
sufficient to remedy differences due to
rounding.
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In response to issues concerning
rounding, proposed comment 4(f)(7)-1
would be added to clarify that if the
periodic payment calculation under
§213.4(f) is calculated correctly, the
disclosed total of base periodic
payments is correct for disclosure
purposes even if it varies from the base
periodic payments multiplied by the
number of payments in the lease, when
the difference is solely due to rounding.

4(n) Fees and Taxes

Several examples are provided in
comment 4(n)-1 to illustrate when taxes
are disclosed under this section. The
treatment of taxes paid as a part of
regularly scheduled payments is
unclear. This comment would be
revised to clarify that taxes that are part
of the regularly scheduled payments are
required to be disclosed under
§213.4(n).

Appendix A—Model Forms

Comment 2 to Appendix A provides
examples of acceptable changes that
may be made to the model forms. At the
request of lessors, the comment would
be revised to clarify that inapplicable
disclosures may be deleted.

IV. Form of Comment Letters

Comment letters should refer to
Docket No. R—1004 and, when possible,
should use a standard typeface with a

type size of 10 or 12 characters per inch.

This will enable the Board to convert
the text to machine-readable form
through electronic scanning, and will
facilitate automated retrieval of
comments for review. Also, if
accompanied by an original document
in paper form, comments may be
submitted on 3%z inch or 5¥4 inch
computer diskettes in any IBM-
compatible DOS-based format.

V. Regulatory Flexibility Analysis

In accordance with section 3(a) of the
Regulatory Flexibility Act, the Board’s
office of the Secretary has reviewed the
proposed amendments to Regulation M.
Overall, the proposed amendments are
not expected to have any significant

impact on small entities. The proposed
rule would relieve compliance burden.
The proposed rule would also give
lessors flexibility in providing
disclosures. A final regulatory flexibility
analysis will be conducted after
consideration of comments received
during the public comment period.

V1. Paperwork Reduction Act

In accordance with section 3506 of
the Paperwork Reduction Act of 1995
(44 U.S.C. Ch. 35; 5 CFR 1320 Appendix
A.1), the Board reviewed the proposed
rule under the authority delegated to the
Board by the Office of Management and
Budget.

The Federal Reserve has no data with
which to estimate the burden the
proposed revised requirements would
impose on state member banks. Lessors
would be able to use electronic
communication to provide disclosures
and other information required by this
regulation rather than having to make
the information available in paper form.
The use of electronic communication in
home banking and financial services
may reduce the paperwork burden of
lessors or merely may reduce the dollar
cost.

The Federal Reserve requests
comments from lessors, especially state
member banks, that will help to
estimate the number and burden of the
various disclosures that would be made
in the first year this rule is effective.
Comments are invited on: (a) Whether
the proposed revised collection of
information is necessary for the proper
performance of the Federal Reserve’s
functions; including whether the
information has practical utility; (b) the
accuracy of the Federal Reserve’s
estimate of the burden of the proposed
revised information collection,
including the cost of compliance; (c)
ways to enhance the quality, utility, and
clarity of the information to be
collected; and (d) ways to minimize the
burden of information collection on
respondents, including through the use
of automated collection techniques or
other forms of information technology.

Comments on the collection of
information should be sent to the Office
of Management and Budget, Paperwork
Reduction Project (7100-0202),
Washington, DC 20503, with copies of
such comments to be sent to Mary M.
McLaughlin, Chief, Financial Reports
Section, Division of Research and
Statistics, Mail Stop 97, Board of
Governors of the Federal Reserve
System, Washington, DC 20551.

The collection of information
requirements in this proposed revised
regulation are found in 12 CFR 213.3,
213.4,213.5, 213.7, 213.8, and appendix
A. This information is mandatory (15
U.S.C. 1667 et seq.) to ensure adequate
disclosure of basic terms, costs, and
rights relating to services affecting
consumers using certain home-banking
services and consumers receiving
certain disclosures by electronic
communication. The respondents/
recordkeepers are for-profit, including
small businesses. Records, required to
evidence compliance with the
regulation, must be retained for twenty-
four months.

The Board also proposes to extend the
Recordkeeping and Disclosure
Requirements in Connection with
Regulation M (OMB No. 7100-0202) for
three years. The current estimated total
annual burden for this information
collection is 11,179 hours, as shown in
the table below. The proposed
clarifications of some leasing terms are
not estimated to affect the paperwork
burden. These amounts reflect the
burden estimate of the Federal Reserve
System for the state member banks
under its supervision, of which
relatively few engage in consumer
leasing. This regulation applies to all
types of lessors, not just state member
banks. However, under Paperwork
Reduction Act regulations, the Federal
Reserve accounts for the burden of the
paperwork associated with the
regulation only for state member banks.
Other agencies account for the
paperwork burden for the institutions
they supervise.

Number of ;Ens;m?tfsg_ Estimated re- aif}t&rglaé%(:_

respondents quency sponse time den hours
[0 Yol [0 F U =SSP 310 120 | 18 minutes 11,160
AGVETTISING -ttt ettt nb ettt 15 3 | 25 minutes 19
I ] - PRSPPI SRR EUSRRRR 11,179

Consumer lease information in or
referred to by advertisements is
available to the public. Disclosures of
the costs, liabilities, and terms of

consumer lease transactions relating to
specific leases are not publicly
available. Because the Federal Reserve
does not collect any information, no

issue of confidentiality under the
Freedom of Information Act normally
arises. However, the information may be
protected from disclosure under the



Federal Register/Vol. 63, No. 57/Wednesday, March 25, 1998/Proposed Rules

14541

exemptions (b)(4), (6), and (8) of the
Freedom of Information Act (5 U.S.C.
522 (b)). An agency may not conduct or
sponsor, and an organization is not
required to respond to, an information
collection unless it displays a currently
valid OMB control number. The OMB
control number for the Recordkeeping
and Disclosure Requirements in
Connection with Regulation M is 7100—
0202.

List of Subjects in 12 CFR Part 213

Advertising, Federal Reserve System,
Reporting and recordkeeping
requirements, Truth in lending.

Text of Proposed Revisions

Certain conventions have been used
to highlight the proposed changes to
Regulation M. New language is shown
inside bold-faced arrows, while
language that would be removed is set
off with brackets.

For the reasons set forth in the
preamble, the Board proposes to amend
Regulation M, 12 CFR part 213, as set
forth below:

PART 213—CONSUMER LEASING
(REGULATION M)

1. The authority citation for part 213
would continue to read as follows:

Authority: 15 U.S.C. 1604.

2. Section 213.3 would be amended
by adding a new paragraph (a)(5) to read
as follows:

§213.3 General disclosure requirements.

(a) General requirements. * * *

P (5) Electronic communication. For
purposes of this regulation, the term
electronic communication means a
message transmitted electronically
between a consumer and a lessor in a
format that allows visual text to be
displayed on equipment such as a
personal computer monitor. A lessor
and a consumer may agree to send by
electronic communication the
disclosures required by this regulation
to be provided in writing. Any
electronic communication must comply
with paragraph (a) of this section.<d

* * * * *

3. Section 213.4 would be amended
by revising paragraph (f)(8) to read as
follows:

§213.4 Content of disclosures.
* * * * *

(f) Payment calculation. * * *

(8) [Lease term. The lease term with
a description such as ‘‘the number of
periods of repayment in your lease.”]
P>Lease payments. The lease payments
with a description such as ““the number
of payments in your lease.”’ <
* * * * *

4, Section 213.7 would be amended
by revising paragraph (d)(1)(ii) to read
as follows:

§213.7 Advertising.

* * * * *

(d) Advertisement of terms that
require additional disclosure.—(1)
Triggering terms. * * *

(ii) A statement of any capitalized cost
reduction or other payment Bor that no
payment is<d required P>, <dprior to or
at consummation P>or by delivery, if
delivery occurs after consummation.<d
[or that no payment is required.]

* * * * *

5. Appendix A to part 213 would be
amended by revising Appendix A-1,
Appendix A-2, and Appendix A-3 to
read as follows:

BILLING CODE 6210-01-P
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Appendix A-1 Model Open-End or Finance Vehicle Lease Disclosures

Federal Consumer Leasing Act Disclosures

Date
Lessor(s) Lessee(s)
Amount Due at Monthly Payments Other Charges (not part of your monthly | Total of Payments
Lease Signing payment) (The amount you will have
or Delivery Your first monthly payment of $ Disposition fee (if you do paid by the end of the lease)
(Itemized below)* is due on , followed by not purchase the vehicle) $
payments of $ due on . $
the of each month. The total of your You will owe an additional
$ monthly payments is $ . amount if the actual value of
—— Total | the vehicle is less than the
residual value.
. e - Due at Lease Signing or Delivery = ' .

Amount Due At Lease Slgmng or Dehvery. How the Amount Due at Lease Signing or Dehvery will be paJd'

Capitalized cost reduction $ Net trade-in allowance $

First monthly payment Rebates and noncash credits

Refundable security deposit - Amount to be paid in cash

Title fees

Registration fees

Total § Total $
- Your monthly payment is determined as shown below: = =

Gross capltahzed cost. The agreed upon value of the vehicle (3 ) and any items
you pay over the lease term (such as service contracts, insurance, and any outstanding prior credit
OF 188SE DATANCE) ...vviueieiiiee it et e et et ettt ettt et e e e e e e et e e e e e e e e e et e e e e eeme e e e e e e aennaaas $

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

Capitalized cost reduction. The amount of any net trade-in allowance, rebate, noncash credit, or cash you pay
that reduces the gross capitaliZed COSE ..........ieuniitiiniiiii ittt e et etece e e e e e st e s tabe s aaaa st ees -
Adjusted capitalized cost. The amount used in calculating your base monthly payment .............cccocevvvivneeivinreinnnnn.n.

Residual value. The value of the vehicle at the end of the lease used in calculating your base monthly payment ....
Depreciation and any amortized amounts. The amount charged for the vehicle's decline in value

through normal use and for other items paid over the 1€ase term .............coeeiiiiiiiiiiiiiiiiiiictii et e e

+

Rent charge. The amount charged in addition to the depreciation and any amortized amounts ..............c.ccceeevevvnennnn.

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

Lease payments. The number of payments in YOUE 18aSE ..........coiiiiuiiiiieiiiieriniierteiiirerieaieetueerneernreernnaasearanns

Base monthly payment
Monthly sales/use tax ....

Total monthly payment

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

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

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

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

Other Important Terms. See your lease documents for additional information on early termination, purchase options and maintenance
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.
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Appendix A-1 Model Open-End or Finance Vehicle Lease Disclosures Page 2 of 2

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

Year Make Model Body Style Vehicle ID #

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

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

We (lessor) will provide the insurance coverage quoted above for a total premium cost of §

You (lessee) agree to provide insurance coverage in the amount and types indicated above.

End of Term Liability. (a) The residual value ($ ) of the vehicle is based on a reasonable, good faith estimate of the value of the vehicle at the
end of the lease term. If the actual value of the vehicle at that time is greater than the residual value, you will have no further liability under this lease, except for
other charges already incurred [and are entitled to a credit or refund of any surplus.] If the actual value of the vehicle is less than the residual value, yor will be

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

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

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

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

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

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

Maintenance.
[You are responsible for the following maintenance and servicing of the leased vehicle:

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

1.

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

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

The charge for such early termination is:

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

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

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

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

Late Payments. The charge for late payments is:

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

Federal Consumer Leasing Act Disclosures

Date
Lessor(s) Lessee(s)
Amount Due at Monthly Payments Other Charges (not part of your monthly | Total of Payments
Lease Signing payment) (The amount you will have
or Delivery Your first monthly payment of $ Disposition fee (if you do paid by the end of the lease)
(Itemized below)* is due on , followed by not purchase the vehicle) $
payments of $ due on
the of each month. The total of your $
$ monthly payments is $ . Total $
. . * Itemization of Amount Due at Lease Signing or Delivery .
Amount Due At Lease Slgnmg or Dellvery. How the Amount Due at Lease Slgmng or Delivery will he pmd
Capitalized cost reduction $ Net trade-in allowance $
First monthly payment Rebates and noncash credits
Refundable security deposit - Amount to be paid in cash
Title fees

Registration fees

Total $ Total §

- Your monthly payment is determined as shown below:

Gross capltahzed cost. The agreed upon value of the vehicle ($ ) and any items
you pay over the lease term (such as service contracts, insurance, and any outstanding prior credit
OF 183SE DALAICE) .....eeeeieeeitieeeeeee e ettt e e e e et e e e e e e e e e e e e e eetaa e aaaeeeeaeaeaeeesssssnnsanaaeseeeaeseassnnan s eeeeeeenstanaaaaes $

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

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

that reduces the gross capitaliZed COSE ..........oiiuuiiuiiniiuniiii it e it et e s e e e s eeans N
Adjusted capitalized cost. The amount used in calculating your base monthly payment ...............ccooiiiiiiiiiiiiiiinne.
Residual value. The value of the vehicle at the end of the lease used in calculating your base monthly payment ............ -
Depreciation and any amortized amounts. The amount charged for the vehicle's decline in value

I

through normal use and for other items paid over the 1€ase term .............oooiiiiiiiiiiiiiiiiiii e
Rent charge. The amount charged in addition to the depreciation and any amortized amounts ...............c..ccoeeeeinnennen.

Total of base monthly payments. The depreciation and any amortized amounts plus the rent charge .........................
Lease payments. The number of payments in your lease

Base monthly payment
MODthLy SALES/USE BAX ....c...ivuneiiniinniiiiiiiii ettt ettt et ettt e ettt et tieesaesaat s est e ettt etiaaaesaetasesiaeetiaetaaaees

Total monthly payment

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

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

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

Other Important Terms. See your lease documents for additional information on early termination, purchase options and maintenance
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.
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Appendix A-2 Model Closed-End or Net Vehicle Lease Disclosures Page 2 of 2

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

Year Make ""Model Body Style Vehicle ID #

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

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

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

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

Maintenance.
[You are responsible for the following maintenance and servicing of the leased vehicle:

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

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

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

The charge for such early termination is:

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

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

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

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

Late Payments. The charge for late payments is:

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

FEDERAL CONSUMER LEASING ACT DISCLOSURE STATEMENT

Date
Lessor(s) Lessee(s)
Description of Leased Property
Item Color Stock # Mfg. Quantity
Amount Due at Lease Signing Monthly Payments Other Charges (not part of | Total of Payments
or Delivery Your first monthly payment of $ g‘ﬁehfgg l;tl dy %‘;
First monthly payment $ is due on , followed by Pick-up fee § the end of the lease)
Refundable security deposit $ payments of $ due on $
Delivery/Installation fee ~ $ the of each month. The total of your Total $ $
$ monthly payments is $
Total $
Purchase Option at End of Lease Term. [You have an option to purchase the leased property at the end of the lease term for $
[with a purchase option fee of $ 1.] [You do not have an option to purchase the leased property at the end of the lease term.]
Other Important Terms. See your lease documents for additional information on early termination, purchase options and maintenance
responsibilities, warranties, late and default charges, insurance, and any security interest, if applicable.

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

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

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

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

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

Maintenance.
[You are responsible for the following maintenance and servicing of the leased property:

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

Warranties. The leased property is subject to the following express watranties:

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

The charge for such early termination is:

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

Upon such termination we shall be entitled to the following charge(s) for:
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Appendix A-3 Model Furniture Lease Disclosures (continued) Page 2 of 2

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

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

Late Payments. The charge for late payments is:

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

[You do not have an option to purchase the leased property.]

BILLING CODE 6210-01-C
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6. In Supplement | to Part 213—
Official Staff Commentary to Regulation
M, under Section 213.4—Content of
Disclosures, the following amendments
would be made:

a. A new paragraph heading “4(f)(7)
Total of base periodic payments’ would
be added in numerical order and a new
paragraph 1. would be added
immediately below the new heading.

b. Under (4)(n) Fees and taxes,
paragraph 1.ii. would be revised.

The addition and revision would read
as follows:

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

* * * * *

Section 213.4—Content of Disclosures
* * * * *

»4(f)(7) Total of base periodic payments.

1. Accuracy of disclosure. Lessors are
deemed to be in compliance with
§213.4(f)(7) of the regulation if due to
rounding in a manner the lessor arrives at the
base periodic payment, the amount disclosed
under §213.4(f)(7), the total of base periodic
payments, differs from the base periodic
payment disclosed under § 213.4(f)(9),
multiplied by the number of payments under
the lease disclosed under §213.4(f)(8). <

* * * * *

4(n) Fees and taxes.

1. Treatment of certain taxes. * * *

il. Taxes that are part of regularly
scheduled payments are reflected in the
disclosure under 8§ 213.4(c) P-and
213.4(n)<d and itemized under § 213.4(f)(10).

* * * * *

7. In Supplement | to Part 213, under
Appendix A—Model Forms, paragraph
2.v. would be revised as follows:

* * * * *

Appendix A—Model Forms

* * * * *

2. Examples of acceptable changes. * * *

v. Deleting P>or blocking out<d
inapplicable disclosures [by blocking out],
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
multipurpose standard forms[.])P>. <

* * * * *

By order of the Board of Governors of the
Federal Reserve System, March 12, 1998.

William W. Wiles,

Secretary of the Board.

[FR Doc. 98-6990 Filed 3—24-98; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 226
[Regulation Z; Docket No. R—1005]

Truth in Lending

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Proposed rule.

SUMMARY: The Board is publishing for
comment a proposed rule amending
Regulation Z, which implements the
Truth in Lending Act. The proposal
would permit creditors to use electronic
communication (for example,
communication via personal computer
and modem) to provide disclosures
required by the act and regulation, if the
consumer agrees to such delivery.

DATES: Comments must be received by
May 15, 1998.

ADDRESSES: Comments should refer to
Docket No. R—1005, and may be mailed
to William W. Wiles, Secretary, Board of
Governors of the Federal Reserve
System, 20th Street and Constitution
Avenue, N.W., Washington, DC 20551.
Comments also may be delivered to
Room B-2222 of the Eccles Building
between 8:45 a.m. and 5:15 p.m.
weekdays, or to the guard station in the
Eccles Building courtyard on 20th
Street, N.W. (between Constitution
Avenue and C Street) at any time.
Comments may be inspected in Room
MP-500 of the Martin Building between
9:00 a.m. and 5:00 p.m. weekdays,
except as provided in 12 CFR 261.12 of
the Board’s Rules Regarding Availability
of Information.

FOR FURTHER INFORMATION CONTACT:
Michael Hentrel, Obrea Poindexter, or
Pamela Morris Blumenthal, Staff
Attorneys, Division of Consumer and
Community Affairs, at (202) 452-3667
or (202) 452—2412. For the hearing
impaired only, Telecommunications
Device for the Deaf (TDD), contact Diane
Jenkins, at (202) 452—-3544.

SUPPLEMENTARY INFORMATION:
I. Background

The purpose of the Truth in Lending
Act (TILA), 15 U.S.C. 1601 et seq., is to
promote the informed use of consumer
credit by requiring disclosures about its
terms and cost. The act requires
creditors to disclose the cost of credit as
a dollar amount (the finance charge) and
as an annual percentage rate (the APR).
Uniformity in creditors’ disclosures is
intended to assist consumers in
comparison shopping. The TILA
requires additional disclosures for loans
secured by consumers’ homes and
permits consumers to rescind certain

transactions that involve their principal
dwellings. The act is implemented by
the Board’s Regulation Z (12 CFR Part
226).

As part of the Regulatory Planning
and Review Program and its review of
regulations under section 303 of the
Riegle Community Development and
Regulatory Improvement Act of 1994 (12
U.S.C. 4803), the Board determined that
the use of electronic communication for
delivery of information to consumers
that is required by federal consumer
financial services and fair lending laws
could effectively reduce regulatory
compliance burden without adversely
affecting consumer protections. Thus,
the Board has been considering the
issue and closely following the
development of electronic
communication. For example in May
1996, the Board proposed to amend
Regulation E (Electronic Fund
Transfers) to permit disclosures to be
provided electronically. In March 1997,
the Board issued an amendment to the
staff commentary to Regulation CC
(Availability of Funds and Collection of
Checks) that allowed financial
institutions to send notices
electronically. (62 FR 13801, March 18,
1997.)

Having considered the comments
received on the Regulation E proposal
and other rulemakings, the Board now
proposes to amend Regulation Z to
allow creditors to provide Regulation Z
disclosures electronically; such
disclosures would remain subject to any
applicable timing, format, and other
requirements of the act and the
regulation. Concurrently, the Board is
issuing similar proposed revisions to
address electronic communication
under Regulations DD (Truth in
Savings), B (Equal Credit Opportunity),
and M (Consumer Leasing), published
elsewhere in today’s Federal Register.
In addition, the Board has issued an
interim rule under Regulation E, also
published elsewhere in today’s Federal
Register so that financial institutions
can implement systems to provide
Electronic Fund Transfer Act
disclosures electronically.

I1. Proposed Regulatory Revisions

The TILA and Regulation Z require
several disclosures to be provided to
consumers in writing. The requirement
that disclosures be in writing has been
presumed to require that creditors
provide paper documents. However,
under many laws that call for
information to be in writing,
information in electronic form is
considered to be “‘written.”” Information
produced, stored, or communicated by
computer is also generally considered to
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