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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAR 17 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 8835 - Consumer Leasing

Act of 1976
Sponsor - Rep. Annunzio (D) Ill. and 8 others

Last Day for Action

March 23, 1976 - Tuesday

Purgose

To protect consumers from inadequate and misleading infor-
mation in connection with leasing personal property for
personal, family, or household purposes.

Agency Recommendations

Office of Management and Budget Approval
Federal Reserve Board Approval (Informally)
Department of Health, Education,

and Welfare Approval
Department of Justice No objection
Department of Transportation No objection
Department of Commerce No objection
Department of the Treasury No objection
Discussion

The enrolled bill had its origin in recommendations made
by the Federal Reserve Board to extend the Truth in Lending
Act (which currently applies only to credit sales trans-
actions) to consumer lease transactions. The Board's
recommendations were prompted by the rapidly increasing
popularity of consumer leasing of "durable" items, parti-
cularly automobiles, color television sets and furniture,
as an alternative to the credit sales of such personal
property items. With this growth in consumer leasing,
the Board had experienced a sharp rise in the number of
complaints about inadequate or misleading disclosure

of lease terms and conditions.
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H.R. 8835 would apply to leases for the use of personal
property for a period of more than four months and for

a total obligation not exceeding $25,000. The leases
would have to be primarily used for personal, family or
household purposes; agricultural, commercial, and govern-
mental transactions would be excluded. The bill would
amend the Truth in Lending Act to:

~—- require the lessor to provide a dated, written
statement disclosing eleven specific items to the lessee.
These items must be disclosed prior to the consummation
of the lease, may be included in the lease contract itself,
and include the down payment, charges on the lessee not
covered by the periodic payments and the number, amount
and due dates of the periodic payments required. Where
the lessee is liable for the anticipated fair market value
of the property upon expiration of the lease, the statement
must include the fair market value of the property at
the lease's inception, the aggregate cost of the lease
on expiration and the difference between them.

-- limit the lessee's liability on expiration or
termination of the lease. A rebuttable presumption of
unreasonableness is created where the lessee's liability
for the estimated residual value of the property exceeds
the actual residual value by three times the average monthly
payment under the lease. This is intended to discourage
leases with large "balloon" or final payment terms.

-- require advertising concerning leases to contain
certain warning disclosures to consumers including the
fact that the transaction is a lease and the number, amounts,
due dates and total of payments under the lease.

The individual civil liability penalties pertaining to
violations of the credit sales transactions under the

Truth in Lending Act would generally be extended by

H.R. 8835 to cover violations of lease transactions.

However, the enrolled bill raises the ceiling on class

action civil liability to $500,000 or 1 per cent of net
worth, whichever is less, and makes this provision applicable
to the entire Truth in Lending Act. Current class action
civil liability under that Act is the lesser of $100,000

or 1 per cent of net worth.

Finally, the enrolled bill would permit States to continue
to enact and enforce their own consumer lease laws soO

long as they are not inconsistent with this bill, as deter-
mined by the Federal Reserve Board.



H.R. 8835 would take effect one year after the date of
enactment.

Assistant Director

for Legislative Reference

Enclosures



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

MAR 17 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 8835 - Consumer Leasing

Act of 1976
Sponsor - Rep. Annunzio (D) Ill. and 8 others

Last Day for Action

March 23, 1976 - Tuesday

Purgose

To protect consumers from inadequate and misleading infor-
mation in connection with leasing personal property for
personal, family, or household purposes.

Agency Recommendations

Office of Management and Budget Approval
Federal Reserve Board Approval (Informally)
Department of Health, Education,

and Welfare . Approval
Department of Justice No objection
Department of Transportation No objection
Department of Commerce No objection
Department of the Treasury No objection
Discussion

The enrolled bill had its origin in recommendations made .
by the Federal Reserve Board to extend the Truth in Lending
Act (which currently applies only to credit sales trans-
actions) to consumer lease transactions. The Board's
recommendations were prompted by the rapidly increasing
popularity of consumer leasing of "durable" items, parti-
cularly automobiles, color television sets and furniture,
as an alternative to the credit sales of such personal
property items. With this growth in consumer leasing,
the Board had experienced a sharp rise in the number of
complaints about inadequate or misleading disclosure
of lease terms and conditions.



H.R. 8835 would apply to leases for the use of personal
property for a period of more than four months and for

a total obligation not exceeding $25,000. The leases
would have to be primarily used for personal, family or
household purposes; agricultural, commercial, and govern-
mental transactions would be excluded. The bill would
amend the Truth in Lending Act to:

-- require the lessor to provide a dated, written
statement disclosing eleven specific items to the lessee.
These items must be disclosed prior to the consummation
of the lease, may be included in the lease contract itself,
and include the down payment, charges on the lessee not
covered by the periodic payments and the number, amount
and due dates of the periodic payments required. Where
the lessee is liable for the anticipated fair market value
of the property upon expiration of the lease, the statement
must include the fair market value of the property at
the lease's inception, the aggregate cost of the lease
on expiration and the difference between them.

-- limit the lessee's liability on expiration or
termination of the lease. A rebuttable presumption of
unreasonableness is created where the lessee's liability
. for the estimated residual value of the property exceeds
the actual residual value by three times the average monthly
payment under the lease. This is intended to discourage
leases with large "balloon" or final payment terms.

-- require advertising concerning leases to contain
certain warning disclosures to consumers including the
fact that the transaction is a lease and the number, amounts,
due dates and total of payments under the lease.

The individual civil liability penalties pertaining to
violations of the credit sales transactions under the

Truth in Lending Act would generally be extended by

H.R. 8835 to cover violations of lease transactions.

However, the enrolled bill raises the ceiling on class

action civil liability to $500,000 or 1 per cent of net
worth, whichever is less, and makes this provision applicable
to the entire Truth in Lending Act. Current class action
civil liability under that Act is the lesser of $100,000

or 1 per cent of net worth.

Finally, the enrolled bill would permit States to continue
to enact and enforce their own consumer lease laws so

long as they are not inconsistent with this bill, as deter-
mined by the Federal Reserve Board.



H.R. 8835 would take effect one year after the date of
enactment.

Assistant Director

for Legislative Reference

Enclosures



DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
OFFICE OF THE SECRETARY
OFFICE OF CONSUMER AFFAIRS
WASHINGTON, D.C. 20201

March 12, 1976

MEMORANDUM

TO: James M, Frey
Assistant Director for
Legislative Reference
Office of Management & Budget

FROM: Michael A. Sterlacci%

General Counsel
Office of Consumer Affairs

SUBJ: Enrolled Bill H, R, 8835, an Act "To amend the Truth
in Lending Act to protect consumers against inadequate
and misleading leasing information, assure meaningful
disclosure of lease terms, and limit ultimate liability
in connection with leasing of personal property primarily
for personal, family, or household -purposes, and for
other purposes.,"

The Office of Consumer Affiars strongly supports this
amendment to the Truth-in-Il.ending Act which extends new con-
sumer protection rights to the important area of consumer leasing.
This legislation should go far toward providing consumers with more
meaningful information with which to make more intelligent lease
decisions, The disclosure requirement appears to adequately and
comprehensively address the relevant financial concerns which are
at issue in the typical lease transaction,

Its requirement of a reasonable approximation ''test' of
anticipated fair market value for property on which leases have
expired appears to offer adequate protection against the potential
loss which consumers frequently suffer in the area of miscalcula-
tion of residual value. The 'three monthly payment' benchmark
creating a presumption of unreasonableness to be rebutted by the
lessor appears to be an adequate solution to the difficult problem
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of depreciation calculation, one which equitably balances the
rights and obligations of both lessor and lessee.

The criticism has been made that this disclosure requirement
imposes an unreasonable paperwork burden on business and might
particularly handicap small business. We do not agree. It would
appear to us that the cost burden of compiance is not substantial,
since it would appear mainly to consist of codifying at one point of
disclosure, items of information which should be easily available
and/or obtainable by the lessor before entering on the lease,

We have some small concern that the requirement that
lease advertising which contains specific payment information
(number, size of payments or downpayment) must also carry addi-
tional information as to the nature of the transaction, may unduly
discourage provision of useful payment or downpayment informa-
tion in ads, since firms may be reluctant to incur higher marginal
costs of featuring such payment information. While we cannot eval-
uate such a possibillity at this time, implementation of this particu-
lar provision of the Act should be closely monitored and evaluated
to assess whether firms become more reluctant to furnish payments
information in their advertising. Thus we recommend that the
President approve the legislation.,



ASSISTANT ATTORNEY GENERAL
~. LEGISLATIVE AFFAIRS

Bepartment of Justice
Washington, 8.¢. 20530

March 16, 1976

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined a
facsimile of the enrolled bill H.R. 8835, "To amend the
Truth in Lending Act to protect consumers against in-
adequate and misleading leasing information, assure mean-
Ingful disclosures of lease terms, and limit ultimate
liability in connection with leasing of personal property
primarily for personal, family, or household purposes and
for other purposes." The Act is to be cited as the "Con-
sumer Leasing Act of 1976."

Senate Report 94-590, printed January 1, 1976, out-
lines the concerns which led to the enactment of the "Con-
sumer Leasing Act of 1976." The Federal Reserve Board had
requested this type of legislation in both its 1973 and
1974 reports to Congress. The Board noted that the Truth
in Lending Act applied only to leases with option to pur-
chase at a nominal price, and that this makes the Truth in
Lending Act inapplicable to most leases.

Senate Report 94-590 reviews the increase and signifi-
cant number of leases to individuals of consumer goods,
especially automobiles, and concludes that the lease is
actually an alternative to installment sales contracts.
Further, although on its face, the lease terms appear more
favorable than an installment contract to buy the same item,
in actual practice, obligations to pay a difference between
reslidual and falr market values, balloon payments, etec.
make the lease much more expensive to complete.



Section 181 of the bill defines terms such as '"con-
sumer lease" which 1s a lease for use of personal property
by a natural person for a period of more than four months
not exceeding $25,000.00, primarily for personal, family
or household purposes. "Consumer lease" specifically ex-
cludes agricultural, commercial, and governmental trans-
actions. This sectlon also defines "lessee," "lessor,"
"personal property," "security," and "security interest."

Section 182 of the bill requires the lessor to pro-
vide a dated, written statement disclosing, where appli-
cable, eleven specific items to the lessee. The disclosures
must be made prior to the consummation of the lease, but
may be lincluded in the lease contract itself. These dis-
closures are reasonably calculated to effectuate the pur-
poses of the blll. The specific disclosures include the
down payment, lessee's payments for official fees, regis-
tration, title, taxes, charges on the lessee not covered
by the periodlc payments, lnsurance provided, warrantles
available, and the number, amount, and due dates of the
periodic payments required. Where the lessee is liable
for the anticipated fair market value of the property on
expiration of the lease, the lessor must disclose this
value at the start of the lease, the aggragate cost of the
lease at expiration, and the differential between these
figures.

Section 183 of the bill governs and limits the lessee's
liability on expiration or termination of the lease. Para-
graph (a) of this section creates a rebuttable presumption
of unreasonableness where the lessee's liabilities for
estimated residual value exceeds the amount of three months
of payments due under the lease. Paragraph (b) limits
penalties and delinquency charges to amounts reasonable in
light of actual harm or harm reasonably anticipated by the
lessor, and (c¢) provides that the lessee may retain, at his
expense, an appraisal, by a person acceptable to the lessor,
who will place a residual value on the property which will
be binding on both sides.



Section 184 penalizes advertising, exempting adver-
tising and media personnel, of or in aid or promotion of
a lease without certain warning disclosures to consumers.
These required warnings advise a consumer that the trans-
action is a lease, of potential llability for residual
value at the close of the lease, and other significant -
provisions found in a lease.

Section 185 provides civil liability in the same
fashion as currently exists in Truth in Lending Act cases
under Section 130 of that Act codified at 15 U.S.C. 16k0.
The one difference 1s that 1liability under Section 184,
regulating the dlsclosures required in lease advertising,
is limited to complainants who suffer actual harm.

Section 186 provides that the Consumer Leasing Act
of 1976 will not annul, supersede or prevent state legis-
lation which provides equal or greater protection to con-
sumers.

The Truth in Lending Act would be amended by lincor-
porating a second paragraph in 15 U.S.C.A. 1601 to include
the coverage of lease transactlons within the findings and
purpose of the Act. The bill conforms Truth in Lending
Act Section 130, 15 U.S.C. 1640, to include the violations
of lease disclosures in the civil penalty scheme as en-
visioned in Section 185 of the bill. The bill also railses
the alternative limitation of liabllity on class action
recoveries in Section 130 from the lesser of $100,000.00
or one per centum of the creditor's net worth to the lesser
of $500,000.00 or one per centum of the creditor's net
worth.

The bill goes into effect one year after its passage
which provides ample time for the Federal Reserve Board
to consider its actions under the bill, and to provide
ample warning to affected lessors of personal property.

If the bill exerts any economic influence, it would
be toward increased competition since lessors who compete
with retall installment sellers will be required to provide
consumers with disclosures permitting ready comparison of
the buy and lease options.



This bill may increase litigation in federal district

. courts. Nevertheless, since litigation will probably follow
the pattern of Truth 1in Lending Act l1litigation, which usually
terminates in summary Jjudgment with the Court comparing the
disclosures made against the applicable regulations, this
increase in litigation should be a minimal burden.

The Department of Justice has no objection to Executive
approval of this bill.

Sincerely,

/éz@w@ s U o

Michael M. Uhlmann
Assistant Attorney General



GENERAL COUNSEL OF THE
UNITED STATES DEPARTMENT OF COMMERCE
Washington, D.C. 20230

MAR 15 1976

Honorable James T. Lynn

Director, Office of Management
and Budget .

Washington, D. C. 20503

Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:

This is in reply to your request for the views of this Department
concerning H,R. 8835, an enrolled enactment

"To amend the Truth in Lending Act to protect consumers
against inadequate and misleading information, assure
meaningful disclosure of lease terms, and limit ultimate
liability in connection with leasing of personal property
primarily for personal, family, or household purposes,
and for other purposes, "

to be cited as the ""Consumer Leasing Act of 1976."

H.R. 8835 amends the Truth in Lending Act (15 U.S.C. 1601-1665)
by adding to the Act a new Chapter headed - Consumer Leases.
Briefly stated, the principal purpose of the new chapter is to require
meaningful disclosure of the essential terms of consumer leases (as
defined in the Act) and to require inclusion of certain specified
information in consumer lease advertising so as to protect consumers
against inadequate and misleading leasing information, The require-
ments would apply only to consumer leases of personal property for
more than four months, where the total obligation is $25, 000 or less,
and where the property is to be used primarily for personal, family,
or household purposes. The legislation excludes leases for agri-
cultural, business, or commercial purposes, or to a government or
an organization. In addition, the legislation includes provisions
restricting the lessee's liability at the expiration or termination of

a lease, and raising the ceiling amount on class action recoveries
under the Truth in Lending Act.
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This Department would have no objection to approval by the President
of H.R. 8835.

Enactment of this legislation is not expected to involve any increase
in the budgetary requirement of this Department.

Sincerely,

. /‘/ l %
Z&ra&



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

MAR 16 1976

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sirs:’

Reference is made to your request for the views of this
Department on the enrolled enactment of H.R. 8835, the
"Consumer Leasing Act of 1976."

The enrolled enactment would amend the Truth in Lending
Act to require lessors of personal property to give lessees
a written statement providing specific information with
respect to a lease,

In July 24, 1975, testimony before the Senate Banking
Committee on S. 1900 and S. 1961, bills with a similar
purpose, Deputy Secretary Gardner recommended deletion of
a provision that would prohibit lump sum payments at the
end of a lease term in excess of a multiple of the average
monthly payment under the lease., The analogous provision
of the enrolled enactment would create a rebuttable
presumption that the balloon payment is unreasonable to
the extent that it exceeds three monthly payments and would
prohibit the lessor from collecting the excess liability.
However, the enrolled enactment would permit the lessor
to seek recovery in the courts of amounts in excess of three
monthly payments.

In the circumstances, the Department would not oppose a
recommendation that the enrolled enactment be approved
by the President.

Sincerely yours,

George H. DAxOn



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NO.:

Date: ~ March 17 Tirme:  600pm

FOR ACTION: Kathy Ryan cc (for information): Jack Marsh
Pgul Leach Jim Cavanaugh
Dick Parsons/ Ed Schmults
Judy Hope

Ken Lazarus

FROM THE STAFF SECRETARY

DUE: Date: Ti :
¢ March 18 e 300pm

SUBJECT:

H.R. 8835 - Consumer Leasing Act of 1976

ACTION REQUESTED:

———- For Necessary Action — . For Your Recommendations
—__ Prepare Agenda and Brief —__ Draft Reply

X ’ :
— For Your Comnments ... Draft Remarks

éEMARKS: 772 /Wd Vi QW

Please return to Judy JOhnston, Ground FLoor West Wing

. PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any guestions or if you anticipate a
celay in submitting the required material, please’ Jam
telephone the Staff Secretary immediately. For th

es M. Cannon
e President



THE WHITE HOUSE

ACTION MEMORANDUM WASHINGTON LOG NG.:

Date: March 17 Time: 600pm

FOR ACTION: Kathy Ryan” cc (for information):. Jack Marsh
Pgul Leach Jim Cavanaugh
Dick Parsons Ed Schmults
Judy Hope

Ken Lazarus

FROM THE STAFF SECRETARY

DUE: Date: . Ti : '
€ March 18 e 300pm

SUBJECT:

H.R. 8835 - Consumer Leasing Act of 1976

ACTION REQUESTED:

. For Necessary Action e—ee. For Your Recommendations
—— Prepare Agenda and Brief — Draft Reply
__}f - For Your Comments _ .. Draft Remarks

REMARKS:

Please return to Judy JOhnston, Ground FLoor West Wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a

. vigs N . . . on
celay in submitting the required material, please James M. p(;_-:r;?_dent
telephone the Staff Secretary imumediately. For the



THE WHITE HOUSE

ACTION MEMORANDUM
Date: March 17

FOR ACTION: Kathy Ryan
Paul Leach
Dick Parsons
Judy Hope/
Ken Lazarus

FROM THE STAFF SECRETARY

WASHINGTON LOG NO.;

Time: 600pm

cc (for information): Jack Marsh
Jim Cavanaugh
Ed Schmults

5 Date:
DUE ate March 18

Time: :
300pm

SUBJECT:

H.R. 8835 - Consumer Leasing Act of 1976

ACTION REQUESTED:

- For Necessary Action

— Prepare Agenda and Brief

X
—_ For Your Comments

REMARKS:

— . For Your Recommendations
. Draft Reply

. Draft Rexnarks

Please return to Judy JOhnston, und FLoor West Wing

mmr

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a

delay in submitting the required material, please’ James M.
telephone the Staff Sacretary immediately.

Cannon
For the President



THLE WHITE HOUSE
ACTION MENMORANDUM WASHINGTON LOGC NO.: W

Date: March 17 Time: 600pm

FOR ACTICN: Kathy Ryan cc (for information): Jack Marsh
Pgul Leach Jim Cavanaugh
Dick Parsons Ed Schmults
Judy Hope

Ken Lazarus/

FROM THE STAFF SECRETARY

DUE: Date: Time:
¢ March 18 ’ 300pm

SUBJECT:

H.R. 8835 - Consumer Leasing Act of 1976

ACTION REQUESTED:

—ere For Necessary Action e For Your Recommendations
_~~ Prepare Agenda and Brief e Drait Reply
_,i( For Your Comments , Draft Remarks

REMARKS:

Please return to Judy JOhnston, Ground FLoor West Wing

No objection -- Ken Lazarus 3/18/76

. PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If vou have any questions or if you anhcipate a

- R . . non
delay in submitting the regquired material, please’ James M. P(I:‘erl ident
telephone the Staff Secretary immediately. For the






9410 Congress | HOUSE OF REPRESENTATIVES RerorT
1st Session No. 94-544

TRUTH IN LEASING ACT

OcTOBER 8, 1975.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Reuss, from the Committee on Banking, Currency and Housing,
submitted the following

REPORT

together with
ADDITIONAL AND SUPPLEMENTAL VIEWS

[To accompany H.R. 8835]

The Committee on Banking, Currency and Housing, to whom was
referred the bill (H.R. 8835) to amend the Truth in Lending Act
to protect consumers against inadequate and misleading leasing in-
formation, assure meaningful disclosure of lease terms, and limit
ultimate liability in connection with leasing of personal property pri-
marily for personal, family, or household purposes, and for other
purposes, having considered the same, report favorably thereon with
amendments and recommend that the bill as amended do pass.

The amendments are as follows:

On page 2, line 18, after the quotation marks and before “For”
insert “(a)”.

On page 2, line 19, strike out * (a) ” and insert “(1)”.

On page 3, line 3, strike out “(b)”” and insert “(2)”.

On page 8, line 7, strike out “(c)” and insert “(3)”.

On page 3, line 10, strike out “(d)” and insert “(4)”.

On page 3, line 14, strike out “(e)” and insert “(5) .

On page 3, immediately after line 16, insert the following:

(b) Nothhing in this chapter shall be deemed to constitute
a Congressional finding or determination as to the permis-
sibility or impermissibility of the making of a consumer lease,
as defined herein, by a national bank or bank holding com-
pany or bank holding company subsidiary. '

On page 4, line 9, strike out “payment” and insert “payments”.

On page 4, line 22, strike out “and/”.

On page 5, at the end of line 21, strike out “and”. :

On page 5, line 23, strike out the period and insert “; and ”.
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On page 5, immediately after line 23, insert the following:

(n) (1) In the case of a special order item whose price may
be subject to change by reason of manufacturing decisions,
the disclosure statement shall be the best and/or last avail-
able reliable price carrying with it a clear and conspicuous
notation that it is or may be subject to change but only to the
amount of change which corresponds with the change in the
manufacturer’s price. Official fees, registration, certificate of
title or license fees or taxes whose rates are computed on the
base amount of the special order item shall also be clearly
and conspicuously noted and unless so noted shall not change
from the best and/or last available amount which shall be
shown in the lease contract.

(2) Any information subject to change with respect to
subsection (1) of this subsection shall be incorporated into
the lease contract at the time of delivery of the leased goods.

(8) Where 2 special order item whose registration number
or model number are not available at the time of the execution
of the lease agreement, it shall be clearly and conspicuously
noted upon the contract and subsequently incorporated into
the contract at the time of delivery of the leased goods.

On page 6, line 4, strike out “substantial damage” and insert “physi-
cal damage beyond reasonable wear and use”.

On page 6, beginning in line 9, strike out “A. consumer” and all that
follows down through “lease payment.” in line 13.

On page 6, line 17, strike out “individual” and insert “independent”.

On page 7, at the end of line 8, insert “and”.

On page 11, line 3, strike out “185 (1) ” and insert “185(h)”.

HisTory oF LEGISLATION

H.R. 4657 was introduced on March 12, 1975. Hearings on the
legislation were held on July 8, 1975. On July 17, 1975, the Sub-
committee met in executive session and adopted a number of amend-
ments to the legislation. The Subcommittee ordered a clean bill in-
troduced and recommended favorably to the full Committee by a
vote of 8 to 0. On July 23, 1975, Mr. Annunzio, the Subcommittee
Chairman, introduced the clean bill, HI.R. 8835, for himself and eight
other members of the Consumer A flairs Subcommittee. The full Com-
mittee met in executive session on October 1 and October 2, 1975 and
by a vote of 80 to 0 ordered the bill favorably reported with amend-

ments. .
NEED FOrR THE LEGISLATION

The Committee finds that there has been a recent trend toward
leasing automobiles and other durable goods for consumer use as an
alternative to installment credit sales and that these leases have been
offered with inadequate and misleading lease information. Leasing
consumer personal property such as automobiles or furniture is a
rapidly expanding business. Automobile manufacturers haye estimated
that 40% of their production will be leased rather than sold by 1980.

From 1963 to 1973 new car sales increased only 42%, while lease and
fleet registrations on new cars increased by 127%.

3

Although leasing is expanding, consumers are not well informed
about leasing contract terms. '

The Committee believes that consumers can be misled by deceptive
lease advertising which focuses on monthly payments lower than
those for an outright purchage of a car, but fails to disclose the unde-
termined residual value liability (which will likely involve a huge
balloon payment) or the cost of credit. The ultimate fee may include
a charge equivalent to an annual percentage rate of interest of 23%.

The information available to a consumer about leasing personal
property is frequently misleading or inadequate. Important aspects
of the lease contract may not be clearly explained. Consequently, con-
sumers are unable to compare the advantage or disadvantage of one
lease arrangement with another or compare a lease arrangement to a
retail credit sale.

Unfortunately, the Truth in Lending Act only applies to leases hav-
ing an optioh to purchase for no additional charge or for only a nomi-
mal charge.

This legislation will cover other kinds of leases and the Committee
})elieves 1t will remedy problems consumers are having with such

eases. :
GeNERAL COMMENTS

Several general comments on HL.R. 8835 are in order. The terms “ex-
piration” and “termination” as used in this legislation have the fol-
lowing meanings: the term “expiration” refers to the end of a lease
when it concludes at its original mutually agreed upon date, while the
“termination” refers to either a lease ending upon its expiration date
or to a lease ending prior to its expiration date, by mutual contractual
agreement, i.e. leases frequently have “early termination” provisions.

The exception of section 185 (h) from gtate exemption in section 3
Conforming Amendments, is for the following reasons: There is con-
troversy and litigation over whether the Truth in Lending Act’s ex-
emption for a substantially similar State law applies only to exempt-
ing the State law’s requirements (as the Board contends) or also ex-
tends to) exemption of the State’s civil liability provisions (as others
contend). .

If the latter view prevails in court, then as the Truth in Lending
Act is presently drafted, a State could request the Board to exempt it
from all of the civil liability section including the subsection affording
concurrent jurisdiction, i.e. the important opportunity to bring an ac-
tion in Federal as well as in State court would be foreclosed. Expressly
excepting subsection (h) from State exemption is to insure that this
Act’s concurrent jurisdiction provision cannot be exempted.

The concluding paragraph of Section 1, Definitions, states that this
legislation takes no position on the issue of whether or not financial
institutions should be allowed to engage in personal property leasing.
For more than ten years there has been a controversy over the right of
financial institutions to engage in personal property leasing. The
issue is still in litigation. The Committee feels that if it issilent on the
subject, i.e. by not placing this additional language in the bill, some-
one will argue that since the Committee did not say it was not taking
a position, its silence should be interpreted as support for one side of
the issue or the other. g
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Opponents of this legislation have argued that since whether or not
financial institutions should engage in personal property leasing is 2
disputed issue, it would be desirable and appropriate for Congress to
make a determination on this issue in this legislation. This contention
is demonstrably without merit. The Committes feels that using this
legislation to make such a determination would be a disservice to con-
sumers meant to be protected in (%)ersona,l property leasing because it
would involve the Truth in Lending Act in unnecessary controversy
over an issue not germane to this Act.

Such a determination in this Act would also be a disservice to the
proper resolution of the “financial institutions in personal property
leasing” issue for the following reasons: )

The issue of personal property leasing by banks, bank holding
companies, and bank holding company subsidiaries is an important
and legitimate subject of concern for Congress. At the present time, the
immediate decision on the fate of such leasing is in the hands of the
courts. Once the judicial procedure has been used in its entirety, then
Congress should make a determination on this question. This should
not take place in a bill which is intended to protect consumers by dis-
closure requirements and liability limitation. )

Whether one is for or against bank leasing, the Committee feels a
vote on such an important issue should come in appropriate circum-
stances. The question should properly be met head on: by introduction
of legislation dealing directly with this issue followed by thorough
hearings and Congressional action.

Consequently, the Committee feels it is both necessary and proper to
expressly declare in this legislation that nothing in this Act constitutes
a Congressional finding or determination as to the permissibility or
impermissibility of financial institutions engaging in consumer
leasing.

Section 183, Limitations of liability, is one of the most important
sections of this legislation. Basically, 1t will limit a lessee’s ultimate
liability to three times a monthly payment. Presently, disreputable
lessors deceive consumers by offering deceptively low monthly pay-
ments and no down payment. What is not clear to the consumer is his
ultimate liability : the balloon payment. The lessee is not in fact offered
an inexpensive lease arrangement. The lessor must make a profit so the
balloon payment makes up for not requiring a down-payment and. for
the unrealistically low monthly payments.

Furthermore, since the ultimate liability depends on the resale value
(or appraised value) of the leased goods at the end of the lease, without
a liability limit, the lessor is encouraged to give the lessee an unrealistic
or fraudulently low appraisal of the leased goods. This low appraisal
results in a larger balloon payment being owed. o

This liability limitation 1s needed to protect consumers and force
lessors to be honest and realistic in their periodic payment rates and
their appraisal of the leased goods at the end of the lease. ‘

The three times a month limit is a fair limitation. v

The banking industry has claimed that this liability limitation will
not permit lessors to recover their original value on the leased goods.
This simply is not true. } ‘ o

In unusual cases of low resale value, the limitation will cover the
deficiency. The facts reflect this. . :

- findings, the Committee finds, in keeping with clause 2(
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The Comptroller of the Currency’s chief counsel, in a letter to Mr.
Wylie last July, stated that a car retains 30 percent or more of its
original value. Yet, Mr. James Smith, testifying before the Consumer
Affairs Subcommittee as the representative of the American Bankers
Association and the Consumer Banker Association cited the Commit-
tee an example where after two years a car’s wholesale value was 50
percent.

Using the 50% resale figure on an original car value of $4,800
($168.00 per month) the lessee gets a rebate of $480 without touching
the three times formula. With a 409% resale value the lessor and lessee
break even without touching the three times formula. With a 30% re-
sale value there is a deficiency of $480. The three times formula equals
$504 so the deficiency is covered and $24 is left over.

So, at a low resale value, 20% lower than that projected by the
Bankers’ representative, Mr. Smith, banks still would be able to recover
the original value of their investment.

Furthermore, the liability limitation does not even apply in case of
physical damage beyond reasonable wear and use or default.

This limitation is equitable to lessors and vitally important to the
protection of consumer lessees.

STATEMENTS REQUIRED IN Accornance WrrH House RuLEs

In compliance with clause 2(1) (3) and 2(1) (4) of Rule XI of the
Rules of the Iouse of Representatives, the following statements are
made: ,

With regard to subdivision (A) of clause 3, relating to oversight

i %) (1) of Rule
X, that this legislation is in full compliance with the provision of this
rule of the House, which states
In addition, each such committee shall review and study
any conditions or circumstances which may indicate the neces-
sity or desirability of enacting new or additional legislation
within the jurisdiction of that committee . . .

The objective of the bill is to amend the Truth in Lending Act by
adding a new chapter: Chapter 5—Consumer Leases, to protect con-
sumers against inadequate and misleading leasing information, assure
meaningful disclosure of lease terms, and limit ultimate liability in
connection with leasing of personal property primarily for personal,
family, or household purposes, and for other purposes.

In compliance with subdivision (B) of clause 8, the Committee states
that changes made by this bill involve no new budget authority.

With respect to subdivisions (C) and (D) of clause 3, the Commit-
tee advises that no estimate or comparison has been prepared by the
Director of the Congressional Budget Office relative to any provisions
of H.R. 8835, nor have any oversight findings or recommendations
been made by the Committee on Government Operations with respect
to the subject matter contained in H.R. 8835. |

In compliance with clause 2(1) (4) of Rule XTI of the House of Rep-
resentatives, the Committee states that H.R. 8835 is not expected to
have any measurable inflationary impact on prices and costs in the
operation of the national economy. The additional enforcement and
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rule-writing responsibilities established by the bill can be carried out
with the existing staffs of the agencies involved.

In compliance with clause 2(1) (2) (B) of Rule X1 of the House of
Representatives, the following statement is made relative to the record
vote on the motion to report H.R. 8835: The legislation was reported
unanimously by a 30 to 0 vote. ‘

SEcTION-BY-SECTION ANAaLYsis oF H.R. 8335

Sec. 1.—This section declares that the purpose of this Act is to:
(1) assure meaningful disclosure of the terms of leases of personal
property primarily for personal, family, or household purposes so that
the consumer lessee can compare these lease terms with other lease
terms available to him or compare these lease terms with credit terms
where appropriate; (2) assure meaningful and accurate disclosures o,f
lease terms in advertising ; and (3) place a limit on a consumer lessee’s
liability under such leases. i )

Sec. 2.—This section provides that the Truth in Lending Act (15
U.S.C. 1601-65) is amended by adding at the end of it a new chapter,
“Chapter 5—Consumer Leases” as follows: ) )

Skc. 180. Smort TrrLe—This section provides that this chapter
may be cited as the “Truth in Leasing Act”. )

Skc. 181. Derrnrrions.—This section defines for the purposes of this
Act the meaning of the following terms: consumer lease, lessee, lessor,
personal property, security, and security interest. o

The concluding paragraph of this section is a disclaimer to the
effect that nothing in this chapter shall be construed to constitute a
Congressional finding or determination as to whether or not a national
bank or bank holding company or bank holding company subsidiary
is permitted to engage in consumer leasing, as defined in this chapter.
The legal status of financial institutions engaging in consumer leasing
is currently at issue. This disclaimer is intended to make it unequiv-
ocally clear that this legislation does not take a position either for or
against consumer leasing by national banks, bank holding companies
or bank holding company subsidiaries. ) i

Sec. 182. ConsuMER Liease Discrosures.—This section provides that
with respect to a consumer lease, the lessor shall make the enumerated
disclosures as applicable in a clear and conspicuous manner. The lessor
shall: make these disclosures in the lease contract, shall make these
disclosures prior to consummation of the lease, shall identify the lessor
and lessee, shall ‘date the contract, and shall provide the lessee with
a copy.of the lease contract when it is executed. )

Subsection (d) of this section requires among other things that the
lessor disclose that the lessee shall be liable for the differential, if any,
between the anticipated fair market cash value of the leased goods
and their appraised actual value at the termination of the lease, if the
lessee has such liability. This disclosure refers to a term frequently
in consumer lease contracts that states that the lessee has a responsi-
bility to return to the:lessor the leased property’s original value. An-
other way to state this lessee liability is that the lessee is liable for the
differential, if any, between the cost of the leased goods and the com-
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bined value of the depreciation payments made during the lease and
the appraised actual value of the leased goods upon the end of the
lease.

‘Skc. 183. Limrrarions or Liasiniry.—This section provides that no
liability of the lessee under the terms of a consumer lease for any pay-
ment upon the end of a lease may exceed three times an amount deter-
mined by dividing the total of scheduled payments by the number of
months in the term of the lease. This liability limitation does not
apply if there is default or if there is physical damage beyond rea-
sonable wear and use.

In consumer leases that provide for lessee liability for the residual
value of the leased property upon the end of the lease, the lessee may
obtain at his expense, a professional appraisal of the leased goods by
an independent third party agreed to by both parties. Such appraisal
shall be final and binding on the parties. The appraisal provision is
intended to protect lessees from unscrupulous lessors who appraise
the leased goods at the end of a lease at an unreasonably low or fraudu-
lent value so as to require more lessee payment to achieve the residual
value. A professional appraisal by an independent third party should
assure that the leased goods receive a fair and objective evaluation.

SEc. 184, ConsumEer Lease Apvertisine.—Subsection (a) provides
that if an advertisement to aid, promote, or assist directly or indirectly
any consumer lease states the amount of any payment, the number of
required payments, or that any or no downpayment or other payment
is required at inception of the lease, such advertisement shall also state
clearly, conspicuously, and in equal size print, and in accordance with
regulations issued by the Board each of the enumerated items of in-
formation which is applicable.

Subsection (b) provides an exemption from liability for violation
of this section to any owner or personnel, as such, of any medium in
which an advertisement appears or through which it is disseminated.

Sec. 185. Crviu Liasruiry.—Subsection (a) provides that any lessor
who fails to comply with any requirement imposed under this chap-
ter with respect to any person shall be liable to such person in an
amount equal to the sum of— -

(1) any actual damages sustained by such person as a resul
of the failure;

(2) (A) in the case of an individual action five times the amount
attributable to a monthly payment under the lease.except that
liability under this subparagraph shall not be less than $100 nor
greater than $1,000; or

(B) in the case of a class action, such amount as the court may
allow, except that as to each member of the class no minimum
recovery shall be applicable, and the total recovery in such action
shall not be more than the lesser of $100,000 or 1 per centum of
the net worth of the lessor; and o

(3) in the case of a successful action to enforce the foregoing
liability, the costs of the action, together with a reasonable attor-

" ney’s fee as determined by the court.

In determining thé amount of award in any class action, the court

shall consider, among other relevant factors, the amount of any actual
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damages sustained, the frequency and persistence of failure of compli-
ance by the lessor, the resources of the lessor, the number of persons
adversely affected, and the extent to which the lessor’s failure of
compliance was intentional. : :

Subsection (d) provides that, except as otherwise specifically pro-
vided in this chapter, any civil action for a violation of this chapter
which may be brought against the original lessor in any lease trans-
action may be maintained against any subsequent assignee of the
original lessor where the violation from which the alleged liability
arose is apparent on the face of the instrument assigned unless the
assignment is involuntary. . o

Subsection (e) provides that a person may not take any action to
offset any amount for which a lessor is potentially liable to such
person under subsection (a)(2) (which deals with individual and
class action liability) against any amount owing to such lessor by
such person, unless the amount of the lessor’s liability to such person
has been determined by judgment of a court of competent juris-
diction in an action to which such person was a party.

Subsection (g) provides that the multiple failure to disclose any
information required under this chapter to be disclosed in con-
nection with a single lease transaction shall entitle the person to a
single recovery under this section, but continued failure to disclose
after a recovery has been granted shall give rise to rights to additional
recoveries. ‘ : . :

Subsection (b), (¢), and (f) respectively, provide exemptions from
liability under this section as follows: :

(1) A lessor shall not be liable if within fifteen days after discovery
of an error,'and prior to the institution of an action under this sec-
tion or the receipt of written notice of the error, the lessor notifies
the person concerned of the error and makes whatever adjustments
in the appropriate account are necessary to insure that the person
will not be required to pay any amount in excess of the amount that
should correctly have been disclosed;

(2) A lessor may not be held liable for a violation of this chapter
if the lessor shows by a preponderance of evidence that the violation
was not intentional and resulted from a bona fide error notwith-
standing the maintenance of procedures reasonably adopted to avoid
any such error and such error has been rectified; and

(3) No provision of this section imposing any liability shall apply
to any act done or omitted in good faith conformity with any rule,
regulation, or interpretation thereof by the Board, notwithstanding
that after such act or omission has occurred, such rule, regulation, or
interpretation is amended. rescinded, or determined by judicial or
other authority to be invalid for any reason, .

The first part of subsection (h) provides for concurrent juris-
diction. '

The second part of subsection (h) provides a one year statute of
limitations on bringing an action alleging a failure to disclose or
otherwise comply with the recuirements of this chapter. The time
limit starts from the date of the termination of the lease agreement.

Sec. 8. CoNrorMING -AMENDMENTS.—This section wvrovides thaf
section 123 of the Truth in Lending Act (15 17.S.C. 1633) is amended
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by inserting “(a)” immediately before “The” and by adding at the
end thereof the following new subsection :

_(b) The Board shall by regulation exempt any State from the pro-
visions of chapter 5 of this title (except section 185(h)), if it deter-
mines that under the law of that State, requirements and restrictions
are substantially similar to those imposed under chapter 5 and that
there is adequate provision for enforcement. Expressly excepting sub-
section (h) from State exemption is to insure that this Aect’s con-
current jurisdiction provision cannot be exempted.

Sxc. 4. Errective Date—This section provides that the amendments
made by this Act shall take effect upon the expiration of one year
after the date of its enactment.

.
Cnavers v ExistiNg Law Mape BY 1ue Bin, As ReporTep

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown 1 roman) :

Trurin IN LENDING ACT

TITLE I—CONSUMER CREDIT COST DISCLOSURE

* * * * E S * *

CHAPTER 2—CREDIT TRANSACTIONS
* * & & % & *
§ 123. Exemption for State-regulated transactions
(@) The Board shall by regulation exempt from the requirements of
this chapter any class of credit transactions within any State if it
determines that under the law of that State that class of transactions is
subject to requirements substantially similar to those imposed under
this chapter, and that there is adequate provision for enforcement.
AD) The Board shall by regulation exempt any State from the pro-
wesions of chapter § of this title (except section 185(h)), if it deter-
mines that under the law of that State, requirements and restrictions
are substantially similar to those imposed under chapter 5 and that
there is adequate provision for enforcement.
* % * * %* % *

Chapter 5—CONSUMER LEASES

§ 180. Short title

T'his chapter may be cited as the “Truth in Leasing Act”,
§ 181. Definitions

(@) Forthe purposes of this chapter:

(1) The term “consumer lease” means o contract in the form of a
lease or bailment for the use of personal property (other than farm
equipment) by a natural person for a period of time exceeding four

H. Rept. 94-544——-2
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months, and for a specified rent not ewceeding $25,000, primarily
for personal, family, or household purposes, whether or not the lessee
has the option to purchase or otherwise become the owner of the prop-
erty at the expiration of the lease, except that any lease included n
the definition of “credit sale” in section 103(g) of the Truth in Lend-
ing Act shall not be subject to this chapter. )

(2) The term “lessee” means @ natural person who leases or s offered
a consumer lease. )

(3) T'he term “lessor” means a person who is regulorly engaged in
leasing., offering to lease, or arranging to lease under a consumer lease.

(4) The term “personal property” means any property which is not
real property under the lows of the State where situated at the time
offered or otherwise made available for lease. )

(5) The terms “security” and “security intercst” mean any interest
in property which secures payment or performance of an obligation.

(b) Nothing in this chapter shall be deemed to constitute @ Con-
gressional finding or determination as to the permissibility or imper-
missibility of the making of @ consumer lease, as defined herein, by o
national bank or bank holding company or bank holding company
subsidiary.
§ 182. Consumer lease disclosures

With respect to a consumer lease, the lessor shall give the lessee
prior to the consummation of the lease a dated written statement on
which the lessor and lessee are identified setting out in a clear and
conspicuous manner the following information, as applicable:

(a) a brief description or identification of the leased goods,
including the year of manufacture, the manufacturer of the goods,
and the registration number and model number of the goods;

(b) the umount of any payment by the lessee required at the
inception of the lease; )

(¢) the amount paid or payable by the lessee for official fees,
registration, certificate of title, or license fees or tawes; .

(d) the amount of other charges payable by the lessee not in-
cluded in the periodic payments, a description of the charges and
that the lessee shall be lioble for the differential, if any, between
the anticipated fair market cash value of the leased goods and
their appraised actual value at the termination of the lease, if
the lessee has such liability ; ) )

(¢) a statement identifying and desoribing all warranties and
guarantees by the manufacturer or the lessor with respect to the
leased goods (and if none apply, a statement to that effect) and
the party responsible for maintaining or servicing the leased
goods together with a description of the responsibility;

(f) a brief description of insuramce provided or paid for by the
lessor or required of the lessee, including the types and omounts
of the coverages and. costs; )

(1) a description of any security interest held or to be retained
by the lessor in connection with the lease and a clear identification
of the property to which the security interest relates;

(1) the number, amount, and due dates or period of payments
under the lease and the total amount of such periodic payments;

11

(3) o statement of the conditions under which the lessee or lessor
may terminate the lease prior to the end of the term and the
amount or method of determining any penalty or other charge for
delinquency, default, or early termination; '

(7) @ statement of the liabilities the lease imposes upon the lessee
at the end of the term and whether or not the lessee has the option
to purchase the leased goods and at what price and time; .

(k) the default, delinquency, or similar charges payable in the
cvent of late payments, whether they are periodic rent payments,
or a final balance payment;

(1) the foir market cash value of the leased goods at the incep-
tion of the lease, the aggregate cost of the lease, and the differen-
tial between them

(m) the anticipated fair market cash value of the leased goods
at the expiration of the lease; and

(n) (1) In the case of o special order item whose price may be
subject to change by reason of manufacturing decisions, the dis-
closure statement shall be the best and/or last available reliable
price carrying with it a clear and conspicuous notation that it is or
may be subject to change but only to the amount of change which
corresponds with the change in the manufacturer’s price. Official
fees, registration, certificate of title or license fees or taxes whose
rates are computed on the base amount of the special order item
shall also be clearly and conspicuously noted and unless so noted
shall not change from the best and/or last available amount which
shall be shown in the lease contract.

(2) Any information subject to change with respect to subsec-
tion (1) of this subsection shall be incorporated into the lease con-
tract at the time of delivery of the leased goods. ‘

(8) Where a special order item whose registration number or
model number are not available ot the time of the execution of the
lease agreement, it shall be clearly and conspicuously noted upon
the contract and subsequently incorporated into the consract of
the time of dclivery of the leased goods.

The disclosure required by this section sholl be made before the lease
5 signed, and shall be made by disclosing this information in the lease
contract, o copy of which shall be provided to the lessee when executed.

§ 183. Limitations of liability

(@) Euxcept in event of physical damage beyond reasonable wear
and use or default, no liability of the lessee under the terms of a con-
sumer lease for any payment upon expiration or termination of @ lease
may exceed three times an amount determined by dividing the total of
scheduled payments by the number of months in the term of the lease.

(B) If alease has a residual value provision at the termination of the
lease, the lessee may obtain at his expense, @ professional appraisal of
the leased goods by an independent third party agreed to by both par-
ties. Such appraisal shall be final and binding on the parties.

§ 184. Consumer lease advertising

(@) No advertisement to aid, promote, or assist directly or indirectly
any consumer lease shall state the amount of any payment, the num-
ber of required payments, or that any or no downpayment or other.
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payment is required at inception of the lease unless the advertisement
also states clearly, conspicuously, and in equal size print, and in accord-
ance with regulations issued by the Board cach of the following items
of information which is applicadble : '
(1) the transaction advertised is a lease,;
(2) the amount of any payment required ot inception of the
lease,if any;
(8) the number, amounts, due dates or periods of scheduled pay-
ments, and the total of payments under the lease; and
(4) that the lessee shall be lLiable for the differential, if any,
between the anteipated fair market cash value of the leased goods
and their appraised actual value at the termination of the lease,
if the lessee has such liability.
(b) There shall be no liability under this section on the part of any
owner or personnel, as such, of any medium in which an advertise-
ment appears or through which it is disseminated.

§ 185. Civil liability
(@) Ewxcept as otherwise provided by this section, any lessor who
fads to comply with any requirement imposed wnder this chapter with,
respect to any person shall be liable to such person in an amount equal
to the sum.of—
(1) any actual damages sustained by such person as a result
of the fadure:

2) (A) in the case of an individual action five times the amount
attributable to a monthly payment under the lease except that
liability wnder this subparagraph shall not be less than $100 nor
greater than $1,000; or

(B) in the case of a class action, such amount as the court may
allow, except that as to cach member of the class no minimum
recovery shall be applicable, and the total recovery in such action,
shall not be more than the lesser of $100,000 or 1 per centwmn of
the net worth of the lessor; and ;

(3) in the case of a successful action to enforce the foregoing
liability, the costs of the action, together with a reasonable attor-
ney’s fee as determined by the court.

In determining the amount of award in any class action, the court
shall consider, among other relevant factors, the amount of any actual
damages sustained, the frequency and persistence of failure of com-
pliance by the lessor, the resources of the lessor, the number of persons
adversely affected, and the extent to which the lessor’s failure of
compliance was intentional.

(b)Y A lessor shall not be liable under this section if within fifteen
days after discovery of an error, and prior to the institution of an
action under this section or the receipt of written notice of the error,
the lessor notifies the person concerned of the error and makes what-
ever adjustiments in the appropriate account are necessary to insure
that the person will not be required to pay any amount in excess of
the amounit that should correctly hawe been disclosed.

(e) A lessor may not be held liable in any action brought under
this section for a wiolation of this chapter if the lessor shows by a
preponderance of evidence that the wiolation was nmot intentional
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and resulted from o bona fide error notwithstanding the maintenance
of procedures reasonably adopted to avoid any such error and such
error has been rectified.

(d) Except as otherwise specifically provided in this chapter, any
civil action for a wiolation of this chapter which may be brought
agamnst the original lessor in any lease transaction may be maintained
against any subsequent assignee of the original lessor where the viola-
tion from which the alleged liability arose is apparent on the face of
the instrument assigned unless the assignment is voluntary.

(e) 4 person may not take any action to offset any amount for which
@ lessor is potentially liable to such person under subsection (a) (2)
against any amount owing to such lessor by such persom, unless the
amount of the lessor’s liability to such person has been determined
by judgment of a court of competent jurisdiction in an action to which
such personwas a party.

(F) No provision of this section tmposing any liability shall apply
o any act done or omitted in good faith conformity with any rule,
regulation, or interpretation thereof by the Board, notwithstanding
that after such act or omission has occurred, such rule, regulation, or
wnterpretation s amended, rescinded, or determined by judicial or
other authority to be invalid for any reason.

(9) The multiple failure to disclose any information required under
this chopter to be disclosed in conmection with a single lease trans-
action shall entitle the person to a single recovery under this section,
but continued failure to disclose after a recovery has been granted shall
gwve rise to rights to additional recoveries.

(h) Any action under this section may be brought in ony United
States district court or in any other court of competent jurisdiction.
Such actions alleging a failure to disclose or otherwise comply with the
requirements of this chapter shall be brought within one year of the
termination of the lease agreement.

* & * %* * * *



ADDITIONAL VIEWS OF MRS. FENWICK

I agree with the conclusion of Mr. Wylie’s supplemental views: I
favor neither banks nor automobile dealers. I am concerned with the
welfare of the consumer and believe that competition promotes it.

I favor the following amendment which is contained in the Senate
version of the bill :

The making of a consumer lease, within the meaning of this
Act, shall not be deemed to be an impermissible activity for a
national bank or at a bank holding company subsidiary,
where the making of such a lease is otherwise permissible
under applicable laws and regulations, solely because the
lessee’s liability at the conclusion of the lease is limited in
accordance with the provisions of this section.

Mumricent FENWICK.
(16)



SUPPLEMENTAL VIEWS OF THE HONORABLE CHALM-
ERS P. WYLIE, ALBERT W. JOHNSON, AND WILLIS D.
GRADISON

TRUTH-IN-LEASING, ELR. 8835

We fully support the Truth-In-Leasing Bill as a necessary and
desirable extension of the Consumer Credit Protection Act. As the
title suggests, FL.R. 8835 requires a variety of aggregate cost disclosures
to the customer before negotiating a lease so that he may have the
benefit of comparative shopping. We also endorse the concept of
residual liability limitation for the consumer which is contained in
Section 183 of the bill.

This supplemental view speaks to one issue that has been the source
of controversy and misunderstanding, largely due to the complexities
in the leasing field as it relates to financial institutions. Our purpose
is elucidation and not persuasion.

Legal Status of Finance Type Leasing By Banks

In order to protect the safety and soundness of banks, strict limita-
tions are placed on their business-oriented activities compared to their
banking-oriented activities. A fundamental rule in this respect is that
banks cannot go beyond lending unless the new activity is functionally
related to banking.

Applying this rule to the field of leasing, banks can engage in leasing
only 1f the arrangement is the functional equivalent of an extension
of credit. Thus, banks must deal exclusively in financing-type leases.
Such leases are called “open ended” where all of the asset risk is borne
by the customer lessee. At the end of the lease, when the item is turned
in, the bank cannot look to the residual value of the item for a partial
return on its credit investment.

However, in adopting regulations governing leasing activities of
banks and bank-related lessors, the Comptroller of the Currency and
the Federal Reserve Board have taken a realistic view by recognizing
that items turned in at the end of a lease do have some value. Under
these regulations, banks can look, to a limited extent, to the residual
or remaining value of an item for partial payment of a credit trans-
action. This permits banks to engage in a limited version of closed end
leasing and still be in keeping with safe and sound banking.

Court Actions on Oredit Leasing '

National banks have engaged in leasing since 1963, only insofar as
the lease is the functional equivalent of credit extension. Many state
banks have been in leasing for longer periods. At least twenty-three
states by statute have authorized state banks to engage in leasing
activities.

Recently, the authority for national banks to engage in credit-type
leasing has been challenged in M&M Leasing Corporation vs. Seattle

(17)
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First National Bank Nos. 508-73 and 509-73 (W.D. Wash. March 13,
1975). In its decision, the federal district court determined that only
“open ended” leases are the functional equivalent of credit extension,
where asset risk is borne entirely by the lessee customer. Furthermore,
the court went on to say that when a bank lessor looked to any extent
upon the residual value of leased property to realize its financial re-
turn that it had left the business of banking and entered the realm of
speculative venture. Therefore, banks are prohibited from the use of
closed end leases in any form.

The court has taken an absolute approach and rejected the infinite
series of gradations between the two extremes of open ended and closed
ended leases.

The Comptroller of the Currency and the Fed have taken a more
flexible approach and defined credit-type leases to include an arrange-
ment whereby some of the residual asset risk is shared by the bank
with the lessee-consumer at the expiration of the lease. In short, the
bank would look to the residual value of the product at the end of the
lease to satisfy part of the debt. This is a closed end lease. Conversely,
under an open ended lease, the bank can only look to the customer
lessee to satisfy the debt.

Another case in the United States Circuit Court of Appeals for the
District of Columbia entitled National Automobile Dealers Association
v. Board of Governors of the Federal Reserve System No. T4-1431
(D.C. Cir. filed 1974) challenged, among other procedural issues, the
authority of bank holding companies in much the same way as did the
M & M Leasing case.

Catch 22 .

Here is the dilemma. It is a two-edged sword, cutting both ways.
Since the court in M & M Leasing has determined that bank lessors
can only engage in open ended leasing where a}l the asset risk is born
by the consumer, then banks are expressly prohibited from engaging in
closed end leasing. Banks and bank-related lessors are thrown out of
the leasing business, since Section 183 of the bill by its residual liability
limitation provision makes all consumer leases closed end. Consumers
lose the benefits associated with increased competition and lose the
convenience option of credit-type leasing.

Conclusion

We do not favor the banks nor do we favor the automobile dealer,
though we are partial to competition and partial to the consumer. We
urge the adoption of the following language as a neutral technical
amendment designed to preserve the status quo in the credit leasing
field which is contained in the Senate version of the bill:

The making of a consumer lease, within the meaning of
this Act, shall not be deemed to be an impermissible activity
for a national bank or a bank holding company subsidiary,
where the making of such a lease is otherwise permissible un-
der applicable laws and regulations, solely because the legsee’s
lLiability at the conclusion of the lease is limited in accordance
with the provisions of this section.
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It is also well to note that the Senate Consur r ir, i
tee held extensive hearings on this specific issurel,e wﬁiilfeaﬁlse S}}lcl))gggl él::lg:
commlttee made only passing reference to it. In the deliberative proc-
ess, orﬁgress should be aware of pending litigation ; nonetheless %om
jg:;ress should never be intimidated by pending court action. We must

ace up to our responsibility of policy determination. Policy is the
pr%';rmge of. thetgoxé)gress and not the Courts, Y

T adopung the One Bank Holding Company Act of 1970 3
Ehebmtﬁr_ltlon of Congress to determine Whal?t W};S functioggli;vl‘::lsaﬁgg
fo anking. On the other hand, Congressional intent was to put the
h;?cetzlc(():rl-gilgdriiated ttﬁst at the discretion of the Fed. Since the Fed
Xercised the authority we have given it. the g ‘

support it. Similarly, the Comptrollelig of the ’CLll‘rlézxg;ri;gageisz{:il(z()igig
11is authority urder the incidental Powers clause of the National Bank
Act. Both government agencies utilized their expertise in the field of
banking hefore making their determinations, °

CuaryERs P, WyLim
Arserr W. Jorrnsox
Wirris D. Gravisow, Jr.
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Mr. Reuss, from the Committee on Banking, Currency and Housing,
submitted the following

SUPPLEMENTAL REPORT

[To accompany H.R. 8835]

' In compliance with clause 7(a) (1) and (2) of rule XIII of the
House of Representatives, the following statement is made with respect
to the Truth-in-Leasing Act:

No costs will be incurred by the Federal Government in carrying
out the provisions of this bill either in this fiscal year or in the next
succeeding 5 fiscal years. The additional enforcement and rulewriting
responsibilities established by the bill can be carried out with existing
staffs of the agencies involved. ‘
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94tH CONGRESS } ' SENATE o { REPORT
2d Bession : L No. 94-590

CONSUMER LEASING ACT OF 1976

JANUARY 21; 1976.—Ordered to ‘bg'printed

Mr. BN, from the Committee on Ba.n?king; Housing and Urban
' Affairs, submitted the following ‘

REPORT
togethef with
ADDITIONAL VIEWS -

[To accompany H.R, 8835]

The Committee on Banking, Housing and Urban Affairs, to which
was referred the bill (H.R. 8835) to amend the Truth in Lending Aect
to protect consumers against inadequate and misleading leasing in-
formation, assure meaningful disclosure of lease terms, and limit ulti-
mate liability in connection with leasing of personal property pri-
marily for personal, family, or household purposes, and for other pur-
poses, having considered the same; reports favorably thereon with an
amendment and recommends that the bill as amended do pass.

HISTORY OF THE LEGISLATION

The Consumer Leasing Act had its origin in recommendations made
by the Federal Reserve Board in its 1973 and 1974 Reports to-Congress
cn Truth in Lending. Two bills were introduced in the Senate, S. 1900
by Senators Garn and Morgan, and 8. 1961, by Senators Biden and
Proxmire, and hearings were held on them on July 15, 17, and 24,
1975, by the Subcommittee on Consumer Affairs. The Subcommittee
met on September 29 and recommended an amended composite of the
two bills to the full Committee. On December 15, 1975, the full Com-
mittee approved the bill as recommended, with one additional amend-
ment. In the meantime the House had passed a bill on the same subject,
H.R. 8835, which had been sent to the Senate and referred to the Com-
mittee. The Committee therefore substituted the text of its bill for that
of H.R. 8835, which without objection is herewith reported.

(1)
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NATURE AND SCOPE OF THE LEGISLATION

"Yn its 1974 Annual Report the Federal Reserve Board pointed -out
that the existing Truth in Landing Act had no application to leases
(other than leases with an option to purchase at a nominal price). At
the same time the leasing of consumer durables—especially automo-
biles—is becoming an increasingly common alternative to qutrlght
purchase of those goods. The Boar therefore recommended aggregate
cost disclosures.bothin lease advertising and prior to th_e time leases
are consummated, and such disclosures are called for in this legislation.
The Board also urged that some formula be devised to protect con-
sumer lessees against unrealistic estimates of the residual value of
leased property in leases where the consumer’s end-of-term liability
- depends on such value. The bill responds to that recommendation by
imposing a direct obligation on lessors to calculate residual values
reasonably and with care. o ) )
«:The. purpose of the legislation is to provide consumers with mean-
ingful information about the component and aggregate costs of con-
sumer léases, so that they can make better informed choices between
leases, and between leases and.credit. sales. These purposes, and the
general framework of the bill itself, were strongly supported by con-
sumer representatives, by the Federal Reserve Board and by banks,
auto dealers and other lessors. The provisions of the bill would be
added as a new Chapter 5 to the Truth in Lending Act, and would in-
corporate the civil liability provisions of that Act.

NEED FOR THE LEGISLATION

- .The growth of personal property leasing by consumers has been
rapid and substantial. The Federal Reserve testified as follows:

%A vailable statistics on the growth of consumer leasing indicate
that the so-called “big-ticket durables,” such as automobiles, color
television sets, and home furnishings are the most common goods
leased by consumers. Automobiles presently constitute the most
popular leased goods, and this aspect of consumer leasing will
no doubt absorb much of the Subcommittee’s attention during its
deliberations on this legislation. )

Automobile leasing has experienced rapid growth over the past
decade. According to statistics from the National Automobile
' Dealers ‘Association, in 1965, more than 1.5 million, some 14 per-
cent of the total number of automobiles produced, were leased,
and one-fifth of this total was leased to individuals. By 1970, the
percentage of automobile production that was leased had grown
to 24 per cent (2.6 million), more than a quarter of which rep-
resented leases to individuals. As of 1974, 2.8 million, about 26
percent of the total number of cars made, were leased, and 36
percent of this total was leased to individuals. Thus, over almost
a decade, the percentage of total automobile production_leased
. to individuals has tripled in size : from less than 3 percent 1n 1965
~ to0 9.2 percent in 1974. Projections from automakers in Detroit,
moreover, estimate that 80 percent. of the g};owth‘ in leasing
through 1980-will be seen in leases to individuals. o

“¢redit purchase. T
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- For the individual consumer, the lease may be an attractive way to
acquire the use of goods on an installment plan where the monthly
“rentals” are low, thus requiring a smaller cash flow. The long-term
lease is therefore an alternative to traditional sales financing. Yet the
Truth in Lending Act’s careful and thorough disclosure requirements
do not apply to any lease unless it containg an option to purchase at no,
or a nominal, additional cost. The bulk of current leases, either have
no purchase option ‘or involve mueh more than a nominal extra cost,
and so do not contain all the information a consumer needs to make
an intelligent comﬁarison between leases, or between the lease and a

e bill specifies the disclosures to be made both in
lease ‘advertising and also prior to the consummation of each lease
transaction. : - T _

- The need for useful comparative information is heightened by the
fact that one of the common forms of open-end leases with which this
Committee is concerned is the so-called “net” or “finance” lease which
guarantees the lessor a specified return, or guarantees him in whole
or in part against loss of income. This type of lease is the most widely
used form of lease for motor vehicles. Under such a lease, the lessor
contracts with a lessee that the lessee meet monthly rental payments
which. are designed both to reimburse the lessor for the reduction in
market: value of his vehicle (i.e., depreciation) and to provide him
with a specified return. ‘, S i

At the expiration of such a lease, the vehicle is sold. If the vehicle is
sold for less than its depreciated value, as originally estimated, the
lessee is responsible for reimbursing the lessor for the difference be-
tween this value and the sales price. Conversely, if the vehicle is sold
for more than such depreciated value, the lessee receives the excess as
a retrospective adjustment in rent. Most lessors offer this form of lease
because the lessee or user holds possession and control of the leased

‘vehicle and, through adequate or inadequate maintenance, has the

power to enhance or reduce the value of such leased property.
It is possible under such a lease arrangement, -however, to set the
periodic specified rents-so low during the lease term that a substantial
deficiency is destined to result. If so, and the lessee is not apprised of
this distinet probability, the lessee will not be cognizant of the full
extent of his lease obligations. Governor Bucher of the Federal Re-
serve Board described a typical transaction and the danger it presents:
: For example a typical two-year auto lease on a-$5,400 car might
call for 24 $100 installment payments and set an end-term depreci-
. ated value of $3,000 on the car. Under such an agreement, the
- lessee may have no understanding of how much the lease may
cost, unless he can accurately predict the secondhand market value
of the product. For example, 1n this case, the depreciated value of
the car might be $2,500, which under the lease contract would
leave the lessee liable for an additional $500 balloon payment.
Thus, if the contract sets an unrealistieally high depreciated value
on the leased goods, the contingent liability of the lessee will in-
crease accordingly, and the lessor can offer deceptively low

monthly rental payments to an unwary public.

Thus consumers need protection not only against inadequate ecost
disclosure, but also against miscalculations of residual value that en-
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tice them into leases with low monthly payments but that turn out to
in:olVe large balloon payment-obligations. Consumers gwenex;a,]iy are in
no position to second-guess or challenge a commercial Jessor’s estama;te
of residual value, for only the lessor has the experience and the access
to information to make reasonable estimates. The bill therefore con-
tains explicit protections against this kind of deceptive practice.

EXPLANATION OF THE LEGISLATION

Scope of the Aot o ) .
Oonsistently with its inclusion in the Truth in Lending tlt‘l‘e of
the Consumer Credit Protection Act, this bill applies only to “con-
sumer leases” for more than four months, W_here the total ol;hga;tlon
is $25,000 or less, and ‘where the propesty is to beuSed principally
for personal, family br household purposes. This legislation therefore
does nét apply to commercial leasing activities, even where the com-
mercial lessee happens to be an individual. Nor would it a};,gly to &
shorter term convenience-type lease arratigément where the lessée
1s not obligated at the outset to a term of Yiore than four menths.
With these ‘qualifications, the Act applies to any lease or bailment
agreenient respecting personal property, whether that lease or bafl-
ment is for a fixed tegfnrs or oh 4 renewable basis, and whether the
agreement, is g straight lease (where the lessee simply Surrgn&eifs the
790ds ‘it the end of the term) or ‘a so-called fihahcing lease (iw’here
t%ge fessee’s obligation is to pay the full market value of the leased
roods). Those decagional leases which include an 't(’)g')'txqp to purchase
it Mo or a nominal extra charge are left subject to the Truth in Lend-
ing' Act, however, on the theory that they are closer equivalents to
eredit sales and ought to include finance charge and annual percen-
tage rate ‘disclosures. _ , ’
Lease disclosures : _ : o
The disclosures called for in the Aot must be made befiore the final
signing of the lease, and can be made in the lease document itself.
The C%mmiﬁtée intends that when an on-going lease is substantially
rewritten--as for example to extend the Germ, or ¢o substitute new
goods—it showld be treated as'a mew lease with accompanying dis-
closure. S R 5
The mecessary disclosures are spelled out in the Aet,"and finclude
identification of the leased property, the amount of any downpay-
ment, secuﬁ!;’% deposit or similar charge imposed at the ineéption
of the lense, the ameunts of any incidental fees payable by the fessee,
the number, ameunt and due dates of periodic payments and the
total of such payments. The bill also aalls. for descriptions of insur-
ance involved in the ledse, and of any seourity interest rotained by
the lessor. o ‘ )
Bince the bulk of consumer leasing activity involves automoebiles,
the Committee aldo included a roquirenment that express warrenties
made either by the manufacturer or by the lessor be identified in the
lease disclosure. The Committee does net intend that the full content
of such warranties necessarily be spelled out in the lease disclostire,
but does expect that any such warranty will be referericed in such &
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way that the lessee will know whether essential warranty protections
are included in the agreement. For the same reason, the disclosure
must indicate and describe the maintenance responsibility for the
oods. : :
£ For financing leases—often called open-end, net, or tull-payout
leases—where the lessee’s obligation includes paying the full value
of the goods, and where this o%)liga,tion is calculated by reference to
an estimated residual value of the goods at the expiration of the lease,
further disclosures are required. Subsection 183(11) requires lessors
to disclose the amount or method of determining any end-of-term li-
abilities of the lessee. Using the example submitted by Governor
Bucher, a lease might call for 24 monthly payments of $100, and set an
end-of-term depreciated value of $3,000; the liability for the $3,000
balance must be disclosed, as well as its nature as an estimate of
residual value. Under subsection 182(9), in addition, the lessor must
calculate and disclose the difference between the total lease obliga-
tion-and the market value of the goods at the inception of the lease.
The market vahie would normally be the lessor’s cost plus its usual .
profit. These figures then will provide an easy comparison between
the cost of the lease 'and the cost of an outright cash purchase, and
the differential figure provides a rough comparison to the amount
of finance charge which would be involved in a credit purchase. The
consumer lessee therefore will have at hand the essential data to com-
pare leases, and to evaluate alternatives to leasing. '
The Committee is aware that some have argued for the mandatory
disclosure of an “interest rate” for consumer leases, so that consumers
might even more readily compare leases with credit sales (where the
Truth in Lending Act does require statements of “annual percentage
rates.”) The Committee does not believe that such a requirement is
needed at this time. Calculations of interest-rate equivalents for leases
would be very complex. Moreover leasing is a distinct and valuable
form of marketing of consumer goods, and ought not be forced into
the mold of traditional financing transactions. While testimony shows
that the percentage yield of the lease portfolios of some lessors exceed
the yields from their auto loan portfolios, the Committee leaves the
matter of interest rate disclosure in leases for future study.
Testimony in the Subcommittee hearings indicated that a large
number of auto leases were terminated prior to their scheduled ex.
iration. Sometimes this was on account of the customer’s default,
ut more often the early termination was at the customer’s request, in
order to enter into a new lease for different goods. Whether the early
termination is voluntary or involuntary from the customer’s point of
view, the bill requires foH disclosure of any charges incident to such
termination. It also requires disclosures of any charges for delinquency
or default. - ' Co :
Lease advertising _ coe .
‘Because leases often’ permit monthly payments less than would be
available in a financed sale, and ‘because many leases require no down
payment or similar charge, there is a great possibility that adver-
tisements. for leases might mislead consumers by selectively empha-
sizing one or more of these features. The bill therefore requires that

8. Rept. 94-590-——2
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any lease advertisement which mentions the size or number of pay-
ments, or the size of any “downpayment,” must contain sufficient addi-
tional information to put consumers on notice of the nature of the
advertised transaction. ' o

~As in the Truth in Lending Act, the media which may carry. lease
ndvertisements are not liable for their content. Also, enforcement of
the advertising restrictions is left exclusively to the public enforce-
ment agencies, rather than to individual actions for civil penalties.
The Committee believes it is inappropriate to subject lessor-adver-
tisers to private civil penalties in favor of consumers with whom
they have no privity of contract and who have suffered no measur-
able damages. ‘ ‘
Lessee’s liability on expiration or termination

The Committee was concerned that consumers be protected from
the risk-—described by Governor Bucher of the Federal Reserve
Board, and other witnesses—that lessors might intentionally over-
estimate the residual value of leased goods so as to entice consumers
into such leases by the low monthly payments. Early drafts of the bill
include a provision absolutely limiting the consumer’s liability to no
more than three monthly payments (in addition to surrender of the
goods or payment of their value on lease termination). This draft pro-
vision created several difficulties, one of which is the bank leasing ques-
tion discussed below. The final version of the bill focuses instead on
the reasonableness of the lessor’s estimate of residual value, provid-
ing that whenever the lessee’s end-of-term liability is calculated on
that basis, the estimate of residual value must be “a reasonable approx-
imation of the anticipated actual fair market value of the property
on lease expiration.” “Fair market value” in this context means the
value the property would have when sold in & commercially reason-
able manner in the customary market for such property. )

The lessor’s obligation under this language is to make a good faith
and rational estimate of future residual value, based on circumstances
and information available at the time the lease is written. If the les-
sor does so, the lessee bears the risk of unanticipated fluctuations in
market value and the lessor is assured of full recovery under the
lease. Again to use the Federal Reserve Board’s example, a lease may
call for 24 monthly payments of $100, and a guaranteed residual value
payment of $3,000. If the property is in fact worth only $2,500 when
the lease expires, and if the $3,000 estimate was reasonable at the out-
set, the lessor may collect the full $3,000. o

A ‘presumption of unreasonableness arises in any case where the
deficiency between actual and estimated residual value exceeds three
monthly payments. This }l)resumption is intended to shift the burden
of proof and require the lessor to show that his original estimate of
residual value was reasonable. He does not meet this burden by show-
ing that the lessee “voluntarily” assumed a higher risk or otherwise
walved the protection offered by this section. According to testimony
in the hearings, lessors rarely miscaleulate by more than three pay-
ments unless as part of an unscrupulous and intentional effort to trap
the consumer lessee in an unexpected balloon obligation. The costs of
litigation, plus the burden of rebutting the presumption of unreason-
ableness, should deter the unscrupulous lessor from intentionally over-

S N

7

estimating residual value or not adequately compensating for depreci-
ation during the lease term. :

- In any case, the lessor is free to recover from the lessee any lost value
attributable to physical damage or overuse of the leased property, and
can write reasonable standards for the expected physical condition
of the goods.-

Subsection 183(b) is intended to protect consumers from unwar-
ranted penalties or forfeitures for delinquency or default, or when-
ever the lease is terminated prior to its scheduled expiration. It thus
does not overlap subsection (a). The language is taken from the Uni-
form Commercial Code’s provision on liquidated damages, and should
be applied flexibly. Its purpose is to set a general guideline for lessors
in writing their agreements, and, like other provisions of this Act, may
be amplified in Board regulations.

The Bank leasing question

The original version of section 183(a)—limiting the consumer’s
balloon liability to three monthly payments—gave rise to a totally
unanticipated problem. In short, when juxtaposed on that part of the
recent decision of the U.S. District Court for the Western District of
Washington in M & M Leasing v. Seattle-First National Bank, 391
F.Supp. 1290 (W.D. Wash. 1975), prohibiting a lessor national bank
from relying on the residual value of leased property to recover the
cost to the lessor of such property, such a limitation could exclude na-
tional banks, bank holding companies and their subsidiaries, from per-
sonal property leasing transactions subject to this Act. It is the judg-
ment of this Committee, as it was the judgment of the House in its
version of this bill, that this Act does not provide an a propriate
forum for deciding the future of national bank and bank ho ding com-
pany involvement in consumer personal property leasing. Until Con-
gress elects to consider this matter directly the controversy should con-
tinue to be addressed by the courts, and the permissibility of consumer
leasing by financial institutions should be determined under the ap-
plicable provisions of either the National Bank Act or the Bank Hold-
ing Company Act.

The Committee therefore amended section 183(a), eliminating the
fixed limitation on the lessee’s guarantee of the residual value of the
leased property. To the extent that the lessor’s estimation of residual
value at the inception of the lease is made reasonably at the outset
the lessee will be liable for the actual residual value of the leased prop-
erty at expiration. Thus, a lessor need not look to the residual value of
the leased property to realize its financial return.

. The final version of section 183 (a) does not constitute an Congres-
sional ﬁndmﬁ on the authority of national banks, bank hofding com-
panies and their subsidiaries to engage in personal property leasing.
The Congressional consideration of this matter is accordingly deferred
until a more appropriate time and the pending, as well as any future
litigation on this matter should be unaffected. Furthermore, the in-
terests of the consumer are not forsaken, If the difference between the
estimated residual value and the actual residual value of the leased
property at expiration exceeds three monthly payments, the lessor’s
estimation 18 presumptively unreasonable and the lessor has the bur-
den of rebutting that presumption.



Civil liability . :
Section 185 of this bill incorporates the civil penalty provisions of

the existing Truth in Lending Act, and makes clear that the term

“creditor” in those provisions includes lessors under. this Act.

The formula for individual penalty recoveries in Truth in Lending
(twice the finance charge in the tra»nsac_tioxg is inappropriate for vio-
lations of this Act since leases generally do not contain identifiable
finance charges. This bill therefore sets as the measure of recovery for
leasing violations 25% of the total of monthly payments under the
lease; this amount is intended to Tepresent a civil penalty equivalent
in dollar amount to that imposed on other creditors. -

The chief enforcement tool will continue to be private actions for
actual damages and civil penalties.” Much of the testimony received in
the hearings, and much of the debate in Subcommittee and Comimittee
centered on the adequacy of the recovery ceiling for civil penalties in
class actions. The present law sets that ceiling at the lesser of $100,000
or 1% of the creditor’s net, worth. The Subcommittee had recommended
that-this be changed to the greater of $50,000 or 1%. The Committee
eventually compromised at a level of $500,000 or 1% of the creditor’s
net worth, whichever is less, . ‘

The setting of any ceiling on class action liability is meant to limit
the exposure of creditors to vast judgments whose size would depend
on the number of members who happened to fall within the class.
The 7isk of any ceiling on class action recoveries is that, if it is too low,
it acts as a positive disincentive to the bringing of such actions and
thus frustrates the enforcement policy for which class actions are
recognized. Under the present Truth in Lending Act, where the class
action ceiling is $100,000, several ¢ourts have noted the incompatibility
of that ceiling with the effective use of the class action device. Boggs v.
Alto Trailer Sales, Ine. (No. 74-1605, 5th Cir., April 14, 1975) ;
Weathersdy v. Fireside Thrift Co. (No. C-73-0563 AJZ, N.D. Calif,,
Feb. 25, 1975). ' :

The Committee wishes to avoid any implication that the ceiling
on class action recovery is meant to discourage use of the class action
device. The recommended $500,000 limit, coupled with the 1% for-
mula, provides, we believe, a workable structure for private enforce-
ment. Small businesses are protected by the 1% measure, while a poten-
tial half million dollar recovery ought to act as a significant deterrent
to even the largest creditor. Creditors are also protected by the list of
factors a court should consider in determining any class action award.

The Committee is aware of the many difficulties surrounding the use
of class actions for civil penalties or punitive damages. The largest

obstacle to class actions may lie in the procedural rules applicable to,

them—as, for example, the notification requirements. under the case
of Eisen v. Carlisle & Jacquelin, 417 U.8. 156 (1974)—rather than in
any necessarily arbitrary ceiling on recovery. For this reason the Com-
mittee, through its Subcommittee on Consumer A ffairs, intends to look
at alternative private enforcement procedures such as the so-called qui
tam or private attorney general action. We are hopeful that there may
be workable and effective substitutes for the class action as a consumer
enforcement device not only for this Act but also for other similar
legislation. : o

Relation to State law

The Committee believes that this federal law on consumer leasing
ought not foreclose the states from initiating or maintaining their
own laws on the same subject unless those laws are incompatible with
this legislation. The same policy has been adopted by the Congress
with respect to the Truth in Lending Act and more recently with the
Fair Credit Billing Act, and is continued in section 186 of this bill.

. State law will be displaced by this Act only to the extent of incon-
sistencies between them, and the Board may determine whether such
neonsistencies exist. The Committee appreciates that the limitation
set on the Board’s authority in his regard—that the Board eannot
find state law inconsistent if it “gives greater protection and benefit
to the consumer—is somewhat imprecise. But tﬁe Committee believes
it is better to use a familiar standard in this area than to attempt a
separate laundry list of inconsistencies for new chapters of the Truth
in Lending title. The Committee intends that those state laws which
give greater protection to the apglzicant, as determined by the Board,
will apply equally to all lessors doing businass in the state,

his section al tpe riits states to be exempted from the require-
ments of this Act if their laws are substaptially similar or stronger
than the federal rovisions. The exemption is from this Act’s “require-
ments” and not from its remedies. Thus aggrieved consumers retain
their access to the federal courts, and the federal enforcement agencies
retain their authority to act against violators. It is expected, however,
that these ageneies will generally defer to the appropriate state
officials. o
COST OF LEGISLATION

In compliance with Sec. 252(a) (1) of the Legislative Reorgani-
zation Act of 1970, as amended (2 U.S.C. 190j), the Committee esti-
mates that there wijl be no cost to the Federal Govermment, in carry-

ing out the provisions of this legislation,

' CORDON RUTLE
In the opinion of the Committee, it is neceSSary to dispense with
the requirements of subsection 4 of rule XXTX of the Btanding Rules
of the Senate in order o expedite the business of the Senate in con-
nection with this report. ' ‘



SECTION-BY-SECTION SUMMARY

The Act is cited as “The Consumer Leasing Act of 1976.”
. SEc. 2. Findings and Purpose—This section amends the declaration
of purpose section of the Truth in Lending Act by adding an addi-
tional subparagarph (b) which makes a Congressional finding that
there has been.a recent trend toward the leasing of consumer goods
as an alternative to installment credit sales without adequate cost
disclosure. The purpose of the new title is to assure a meaningful dis-
closure of the terms of a consumer lease so as to enable the lessee to
compare more readily the various lease terms vailable to him, to limit
balloon payments, to enable comparison of lease terms with other credit
terms, and to assure meaningful and accurate advertisements. :

Sxke. 8. Disclosure of Lease Terms—This section provides that the
Truth in Lending Act is amended by adding at the end a new chapter,
“Chapter 5—Consumer Leases” as follows: -

Sgc. 181, Definitions—This section defines for the purposes of the
Act the mieaning of the following terms: consumer lease, léssee, lessor,
pérsonal property, security, and security interest. The consumer lease
1s defined as a contract for the use of personal property by a natural
person for a period of time exceeding four months, and for 4 total con-
tractual obligation not exceeding $25,000, primarily for personal, fam-
ily or household purposes. The definition specifically excludes a lease
for agricultural, business or.commercial purposes or to a governmental
agency. ., 4 ‘

SEC? 182, Consumer Lease Disclosures—This section provides that
each lessor shall give a lessee prior to the consummation of a consumer
lease the following disclosures in a clear and conspicuous manner:

?1) a description of the property leased ;

2) the down payment; '

(3) the fees and taxes due; - ; : :

- (4) the-amount or method of determining other charges;

(5) the identity of all express warranties and of the party responsi-
ble for maintaining the property together with a description of the
obligation ;

(6) the insurance to be provided by the lessor or the lessee ;

('7) the security interest retained by the lessor;

(8) the amount, number and due dates or periodic payments and
total amount of such payments;

(9) where the lessee is liable for the anticipated fair market value
on termination, the fair market value of the property at the inception
of the lease, the aggregate cost of the lease on expiration, ond the dif-
ferential between them;

(10) the conditions under which the lessee or lessor may terminate
the lease; and

(10}
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(11) the liabilities imposed upon the lessee at the end of the term and
whether or not the lessee has the option to purchase the property and
at what price. - : , ,

The disclosures required under this section may be made in the lease
contract signed by the lessee and the Federal Reserve Board may by
regulation provide for the giving of estimates where the exact infor-
mation is not available. ' o ’

Skc. 183. Lémitation of Liability—Subsection (a) provides that
where the lessee’s liability on expiration of a consumer lease is based
on the estimated residual value of the property such estimated residual
value shall be a reasonable approximation of the anticipated actual
fair market value of the property on the lease’s expiration. There is a
rebuttable presumption that the estimated residual value is unreason-
able to the extent that it exceeds the actual residual value by more
than three times the average monthly payment, excepting physical
damage beyond reasonable wear and tear.

Subsection (b) provides that penalties or other charges for delin-
quency, default, or early termination must be reasonable.

Sec. 184. Consumer Lease Adwvertising—Subsection (a) provides
that if an advertisement to aid, promote, or assist directly or indirectly
any consumer lease states the amount of any payment, the number of
required payments, or that any or no downpayment or other payment
1s required at inception of the lease, such advertisement shall also state
clearly, conspicuously, in accordance with regulations issued by the
Board each of the enumerated items of information which is
applicable. .

Subsection (b) provides an exemption from liability for violation
of this section to any owner or personnel, as such, of any medium in
which an advertisement appears or through which it is disseminated.

Src. 185. Ciwil Liability—This section provides that any lessor who
fails to comply with any requirement imposed under section 182 or
183 of the chapter shall be liable as provided under the civil liability
section 130 of the Truth in Lending Act.

Skc. 186. Relation to State Laws—Subsection (a) provides that the
chapter does not exempt any person from complying with State law
except to the extent that those laws are inconsistent with any provision
of the chapter, and then only to the extent of the inconsistency. The
Board is auhorized to determine such inconsistencies and shall not
construe any laws as being inconsistent if that State law gives greater
protection and benefit to the consumer than the Federal law. ‘

Subsection (b) requires the Board by regulation to exempt from
the requirements of the chapter any class of lease transactions with
any State if it determines that under State law that class of transac-
tions is subject to requirements substantially similar to the Federal
law or gives greater protection or benefit to the consumer and has
adequate provision for enforcement. )

Skc. 4. Amendmenis to Section 130 of T'ruth in Lending—This sec-
tion amends the civil liability section of the Truth in Lending Act to
provide that in the case of an individual action relating to a consumer
lease the liability for failure to comply with the chapter shall be 25
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per cent of the total amount of monthly payments under the lease, but
not less than $100 nor greater than $1,000; and also amends the civil
liability class action recovery provision to provide that the total in
sueh action shall not be more than the lesser of $500,000 or 1 per cent
of the net worth of the creditor. R e .

Sra. 5. Conforming Amendments—This section conforms the table
of chapters of the Truth in Lending Act to include consumer leases.

SEc. 6. £fective Date—This seetion provides that the amendments
made by the Act shall take effect one year after the date of its
enactment. . « ,

-sumer leasing. I certainly dg¢ net.

ADDITIONAL VIEWS OF MR. HELMS
Unquest;ionably, the stafed goails of H.R. :8835:,- the Consumer Leas-
ing Act, are meritorious. No one is likely to quarrel with intant-of those
wha wish f0 dnsure greatereguity and fairress with respect to.con-

Howiever, in my view; the xieans i"amﬂoyed in FLR. 8835 to aﬁhieve

those goatls isrd prefper cavise far cincern And; it is thiat mdaig—which

is indigative-of the underlying philosophy of the legislation—that T
feel obligated to address. In my judgment, adherence to the funda-
mental principles of decentralized government, with a minimum of
interference with private enterprise, is essential to the maintenance of
a desirable level of productivity and our national, economic well-being.
Otherwise, in countless instances, we will compromise traditional prin-
ciples to the point that they cease to provide any meaningful guide to
legislative action.

Specifically, H.R. 8835 will preempt State laws to the extent that
they are inconsistent with the Act. To do so, in my view, will continue
a broad pattern of Federal encroachment into areas that are properly
state prerogatives. I have opposed that encroachment in many other
instances on the basis of my belief in divided sovereignty and the re-
served powers of the states; and I oppose it in this instance. A number
of states have enacted legislation in the field of consumer leasing, and
it is included in the Uniform Consumer Credit Code. While most states
have not elected to do so, I reject the argument that the failure of such
states to enact legislation is a sound reason for Federal preemption.
Indeed, no action by certain state legislatures may itself have involved
consideration of the question and a decision.

The bill contains provisions respecting disclosures and stipulating
the content of advertisements thereby creating more burdensome “red
tape” and complicating otherwise simple business activities. In this
connection, the Federally-mandated forms will be costly for both the
industry and the consumer.

As a punitive measure for violations, it permits civil recoveries in
class action suits in the amount $500,000 or 1 percent of the net worth
of the business, whichever is less, even though no substantive damages
are proven and there is no showing of willfulness. While there is prece-
dent, for such a provision in current law (which contains a $100,000
limitation), it is nonetheless in derogation of common law prineiples
both because of the lack of a requirement respecting substantive harm
and the obvious use of the civil law to provide an essentially criminal
sanction. I did not favor this departure from traditional legal princi-
ples in previous enactments, and I do not favor it now,

Moreover, in the areas of so-called “consumer legislation,” we have
witnessed a great proliferation of proposals, many of which have
become law. Indeed, in the name of the “consumer,” Congress is

(18)
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placing layer after layer of technical regulations upon the business
community. Taking each proposal independently, the level of Federal
preemption and the cost of implementation and compliance may be
relatively slight, but viewing the total regulatory environment thus
created, I fear that the burden will be greater than many smaller
businesses can bear. The obvious result, of course, will be a situation
where only the large, broad-based corporate entities can survive. This,
if it- does nothing else, will limit competition, stifle enterprise, and
increase unemployment. ‘ '

‘There is but one certainly associated with this legislation: as busi-
ness costs increase, consumer prices will increase. One wonders the
extent to which consumers, faced as they are with never-ending in-
flation, will really benefit #rom this and similar legislation,

o JEsse HELms.

o

3



94tH CoNcrESs | HOUSE OF REPRESENTATIVES ReporT
2d Session No. 94-872

CONSUMER LEASING ACT OF 1976

MagrcH 4, 1976.—Ordered to be printed

Mr. Reuss, from the committee of conference,
submitted the following =

CONFERENCE REPORT

{To accompany H.R. 8835}

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 8835) to
amend the Truth in Lending Act to protect consumers against-inade-
quate and misleading leasing information, assure meaningful ‘dis-
closure of lease terms, and limit ultimate liability in connection with
leasing of personal property primarily for-personal, family, or house-
hold purposes, and for other purposes, having met, after full and free.
conference, have agreed to recommend and do recommend to their
respective Houses as follows: : ST

That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following : ‘

That this Act may be cited as the “Consumer Leasing Act of 1976”.
PINDINGS AND PURPORE

Skc. 2. Section 102 of the Truth in Lending Act (15 U.8.C. 1601)
i8 amended by inserting “(a)” before the first sentence, and adding the
following subsection : '

“(b) The Congress also finds that there has been a recent trend
toward leasing automobiles and other durable goods for consumer use
as an alternative to installment credit sales and that these leases have
been offered without adequate cost disclosures. It is the purpose of this
title to assure a meam'ngfgul disclosure of the terms of leases of personal
property for personal, family, or household purposes so as to enable
the lessee to compare more readily the various lease terms available to
him, limit balloon payments in consumer leasing, enable comparison
of lease terms with credit terms where appropriate, and to assure mean-
ingful and accurate disclosure of lease terms in advertisements.”.

57-008 O



2 .
DISCLOSURE OF LEASE TERMS

Sxo. 3. The Truth in Lending Act (15 U.8.C. 16‘01—1?6'5) is amended
by adding at the end thereof a new chapter as follows:

wOHAPTER 5—CONSUMER LEASES

“Sec.

“181, Deﬂnitiomie a loimr’eb
“ . er lease disciost . ..
“11%23 %%z:zgs liability on expiration or termination of lease.

+184. Consumer lease advertising.
«185. Civil lability.
“186. Relation to State laws.
“g 181. Definitions
« this chapter— )

For zl)w;zie;ezvfn ‘oonswmep » loase’ means a contract in the form of %
lease or bailment for the use of _ersonal property by a Mttu'rt'zl
person for a period of time exceeding four months, am.llfor a total
contractual obligation not exceeding $25,000, primarily for p}fv
sonal, family, or household purposes, whether or not the lessee has
the o})tz’on to purchase or otherwise become the owner of the agrop-
erty at the expiration of the lease, ewcept that such term shall not
include any credit sale as defined in .sectzon.103(g). Such term
does not include a lease for agricultural, business, or comrrge-rtcz
purposes, or to a government or governmental agency or wnsiru-

; to an organization. )
mﬁfgl)ug”h(;rterm ‘lesgee’ means & natural person who leases or 8
a consumer lease. i ' :
Oﬁ‘?,("ga)l %’% term, ‘lessor’ means a person who s regularly engaged
in leasing, offering to lease, or arranging to lease under a con-
sumer lease. , o wolich
“ The term ‘personal property’ means any propervy
18 ﬂ%)real propertg under the laws of the State where situated at
the time offered or otherwise made available for,lease. )
“(8) The terms ‘security’ and ‘security interest’ mean any inter-
est in property which secures payment or performance of an
obligation.

«§ 182. Consumer lease disclosures. - "
“ hall give a lessee prior to the consummation of the
leasf?zcgaztee?lg%'rgtten sgtatemen't on which the lessor and lessee are zdez;
tified setting out accurately and in a clear and aompwum;g n;;;m'@er ¢
following information with respect to that lease, a3 applica ed. )
«(1) A brief description or identification of the leased prop
ert‘:‘y(;ﬂ) The amount of any payment by the lessee required. at the
; ) the lease; )
mee (pgt)w?’lfef anfount éaz'd or payablg by theflessee éor (:gﬁimal fees,
: som. certificate of title, or license fees or 1axes;
regz(.sgazz'%, ;}f}fo% of ofther ’charges payable by the Zessze not
included in the periodic payments, & description of the ¢ arges
and that the lessee shall be liable for the differential, if any, te-
tween the anticipated fair market value of the leased property

’i.
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and its appraised actual value at the termination of the lease, if
the lessee has such Uiability;

“(8) A statement of the amount or method of determining the
amount of any liabilities the lease imposes upon. the lessee at the
end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and time;

“(6) A statement identifying all express warranties and guar-
antees made by the manufacturer or lessor with respect to the
leased property, and identifying the party responsible for main-
taining or servicing the leased property toget){:ar with a descrip-
tion of the responsibility; o S o

“(?7) A brief description of insurance provided or paid for by
the lessor or required of the lessee, including the types and
amounts of the coverages and costs; Can

“(8Y A description of any security interest held or to be re-
tained by the lessor in connection with the lease and a clear identi-
flcation of the property to which the security interest relates;

“(9) The number, amount, and due dates or periods of pay-
ments under the lease and the total amount of such periodic
payments;

“(10) Where the lease provides that the lessee shall be liable
for the anticipated fair market value of the property on expira-
tion of the lease, the fair market value of the property at the
inception of the lease, the aggregate cost of the lease on expira-
tion, and the differential between them; and

. %(11) A statement of the conditions under which the lessee or
lessor may terminate the lease prior to the end of the term and
the amount or method of determining any penalty or other charge
for delinquency, default, late payments, or early termination.

The disclosures required under this section may be made in the lease
contract to be signed by the lessee. The Board may provide by regu-
lation that any portion of the information required to be disclosed
under this section may be given in the form of estimates where the
lessor is not in a position to know exact information.

“§ 183. Lessee’s liability on expiration or termination of lease

“(a) Where the lessee’s liability on expiration of a consumer lease
8 based on the estimated residual value of the property such estimated
residual value shall be a reasonable approximation of the anticipated
actual fair market value of the property on lease expiration. There shall
be a rebuttable presumption that the estimated residual value is un-
reasonable to the extent that the estimated residual value exceeds the
actual residual value by more than three times the average payment
allocable to a monthly period under the lease. In addition, where the
lessee has such liability on expiration of a consumer lease there shall
be a rebuttable presumption that the lessor's estimated residual value
is not in good faith to the extent that the estimated residual value ex-
ceeds the actual residual value by more than three times the average
payment allocable to a monthly period under the lease, and such. lessor
shall not collect from the lessee the amount of such excess liability on
cxpiration of a consumer lease unless the lessor brings a successful
action with respect to such excess liability. In all actions, the lessor
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shall pay the:léssee’s: regsorable attorney’s fees. The presumptions
stated in this section shall not apply to the extent the excess of esti-.
mated over actual residual value 18 due to physical damage to the prop-
erty. beyond - reasonable wear and use, or to excessive use, and the lease
may, set-standards. for such wear and use if such standards are not un-
reasonable. Nothing in this subsection shall precludé the right of a

- willing lessee to make any mutually agreeable final adjustment with re-
spect to such excess residual liability, provided such an agreement is
reached after termination of the lease. '

“(b) Penalties or other charges for delinquency, default or eorl
termination may. be specified in the lease but. pnly at an amount whic
i8 reasonable-in the light of the anticipated or actual harm caused by
the delingquency, default, or early termination, the difficulties of proof
of loss, and the inconvenience -or nonfeasibility of otherwise obtaining
an adequate remedy. v o

“(e) If a lease has a residual value provision at the termination of
the lease, the lessee may obtain at his expense, a professional ap-
praisal of the leased property by an independent third party agreed
to by, both parties. Such appraisal shall be final and binding on the
parties. : . oY
“§ 184. - Consumer lease advertising .

-“(a) No advertisement to aid, promote, or assist directly or indi-
rectly any consumer lease shall state the amount of any payment, the
number of required payments, or that any or no downpayment or
other-payment is required at inception of the lease unless the adver-
tigsement also states clearly and conspicuously and in accordance with
regulations issued by the Board each of the following items of infor-
mation which is applicable : ' ]

“(1) That the transaction advertised is a lease. ) ‘

“(2) The amount of any. payment required at the inception of
the lease or that no such payment is required if that is the case.

“(8) The number, amounits, due dates or periods of scheduled

payments, and the total of payments under the lease.
- “(4) That the lessee shall be liable for the differential, if any,
between the anticipated fair market value of the leased property
and its appraised actual value at the termination of the lease,
if the lessee. has such lLiability. : .

“(5) A statement of the amount or method of determining the
amount of any liabilities the lease imposes upon the lessee at the
end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and time.

“(b) There is no liability under this section on the part of any
owner or personnel, as such, of any medium in which an advertise-
ment appears or through which it s disseminated. -

“8 185, Civil liability - .

“(a) Any lessor who fails to comply with any requirement imposed

under section 182 or 183 of this chapter with respect to any person is
liable to such person as provided in section 130. ) )

“(b) Any lessor who fails to comply awith any requirement imposed

under section 184 of this chapter with respect to any person who suf-

g

M s

&.

fers actual damage from the violation is liable to such -
vided in section 130. ¢ 0 8uch person as pro

For the purposes of this section, the term ‘creditor’ as used in sec-
tions 115, 130, and 131 shall include a lessor as defined in this chapter.
“*(¢) Nothth;stfmdz'ng section 130(e), any action under this section
may be brought in any United States district court or in any other
court of competent jurisdiction. Such actions alleging a failure to
disclose or otherwise comply with the requiréiments of this ckapter
shall be brought within one year of the termination of the lease
agreement. . ‘ N '
“§ 186. Relation to State laws ,

“(a) This chapter does not annul, alter, or affect, or exempt any
person subject to the provisions of this chapter from complying with,
the laws of any State with respect to consumer leases, except to the
ewtent that those laws are inconsistent with any provision of this
chapter, and then only to the extent of the inconsistency. The Board is
authorized to determine wkether such inconsistencies exist. The Board.
may not determine that any State law is inconsistent with any pro-
vision of this chapter if the Board determines that such law Gives
greater protection and benefit to the conswmer. T

“(8) The Board shall by regulation exempt. from the requirements
of this chapter any class of lease transactions within any State if it
determines that under the law of that State that class o f transactions
i8 subject to requirements substantially similar to those imposed under
this chapter or that such law gives greater protection and bénefit to
the consumer, and that there is adequate provision for enforcement.”

AMENDMENTS TO SECTION 130

Sko. 4. Section 130 of the Truth in Lending Act is amended as
follows: R -
(1) In subsection 2a), after “chapter 47 insert “or 6%,

. (2) In clause (2)(A) of subsection (a), insert © (2)” “after
(@)”, and insert after “transaction” a comma and the following
“or (&) in the case of an individual action relating to a consumér
lease under chapter & of- this. title, 6 per centum of the total
amount of monthly payments under the lease”.
(3) In paragraph (2) (B) of subsection (a), strike out “lesser
of $100,000” and insert. in. tieu thereof “lesser. of $500,000”.
(4) Insubseotion (b), insert“or chapter 5” after “this chapter”
and strike out the word “finance. ' o
(6)_In subsection (g), after.“this chapter”, insert “or chapter.
4 or & of thus title”, and. insert after “consumer loan” a comma,
and “consumer lease”. '

CONFORMING AMENDMENT

Sec. 5. The table of chapters of the Truth.in Lending Act is amcﬁd d
by adding at the end thergof the following : 7 )

“d. Consumer Leases.._. - : 181”.
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'EFFECTIVE DATE

Sxc. 6. This. Act takes effect. one. year after the date of its enactment.

And.the Senate agree to the same,
- Henry Reuss,

- Frangk ANNUNZIO,
Lronor K. SuLLIVAN,
Grapys NooN SPELLMAN,
Wiiriam A. BARgeTT,
‘Cmarymgrs P. WYLIE, |
MirLicenT  FENWICK,
Managers on the Pait of the House.
WirLiaM PROXMIRE,
~J. R: Bogn, Jr.,
JAKE (FARN,
Managers on the Part. of the Senate.

JOINT EXPLANATORY STATEMENT OF THE -
'COMMITTEE OF CONFERENCE

The managers on the part of the House and the Senate at the con-
ference on the dlsagreemg votes of the two Houses on the amendment
of the Senate to the bill (H.R. 8835) to amend the Truth.in: Lending
Act to protect consumers against inadequate.and- mlsleadmg leasing
information, assure meaningful disclosure of lease. terms,.and: hm&t
ultimate liability in connectlon with leasing of personal property pri-
marily. for gersonal family, or household purposes, and -for other
Ismrposes, submit the following joint statement to the. House and the

enate in explanation.of the effect of the action agreed upon by the
managers and recommended in the accompanying conference report:

The Senate amendment struck out all of the House blll after the

enacting clause and inserted a substitute text.
. The House recedes from its disagreement to the amendment of the
Senate with an amendment which is a substitute for the House bill and
the Senate amendment. The- differences between the: House bill, the
Senate amendment, and the substitute agreed to.in conference are
noted below, except for clerical correctlons, conforming changes made
necessary by agreements reached by the conferees, and minor drafting
and clarifying changes.

The House bill was called the “Truth in Leasmg Act”. The Senate
amendment was called the “Consumer Leasing Act of 1976”. The House

“receded to the Senate amendment.

The House bill refers to leased “goods” in this leglslatlon while the
Senate amendment refers to leased ‘property”. The I-Iouse receded

."to the Senate amendmient,

“The House bill definition of “consumer lease” referred to those leases' '

- that are for a specified rent not exceeding $25,000, while the Seénate

,amen\dment referred to those leases that are for a total contractual
obligation not exceeding $25,000. The House receded to the Senate

. amendment. The Senate amendment definition of “consumer ‘lease”

ecifically excluded leases for agricultural, business, or commercial .

-~ purposes, or to a government or governmental agency or instrumen-
“tality, or to an orgzanization. The House bill specificall y.excluded otily
.. farm eqmpment “The House receded to the Senate amendment, The”
" House bill 8 rovided a dlsclalmer as'to anything in the chapter con-
e stltutmg a Co

. blllty or impermissibility of the making of a consumer lease, as defined
-1 this. legislation by a national bank, bank holding company or bank"
. ‘holding company su ssidiary. The Senate amiendinent had no compara-
. ble provision. The House receded to the Semte ‘amendinent. -

ngressional finding or determination as to the permijssi

The House.bill provided for the manner in whi¢h lessors weré 4o:
make specified disclosures, including clearly and’ consplcuously, and

that the disclosures were to be in the lease contract and a-copy given

to-the. lessee- when executed. The Senate amendment was. comparable
M ‘
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except that it .additionally required that disclosures be accurate and
could be either in‘the lepse contract or in & written statement. There
Was no. express requirement for a copy to be given to the lessee. The
‘House receded to.the Senate amendment. The House bill provided for
a disclosure of a brief description or identification of the leased. prop-
erty .including the manufacturer of the goods, registration numbers
and other details. The Senate amendment provided for a disclosure of
2 brief description or identification of the lease property. The House
receded to the Senate amendment. The House bill provided for a dis-
closure of the-amount of non-periodic charges. The Senate amend-
ment was comparable, except that it permitted disclosure of the method
of determining the l"nonégfe.riodic charges rather than the actual
amount. The Sepate receded to the House bill. The House bill provided
for a disclosure of a description of all warranties or if none, a state-
ment to that effect. The Senate amendment provided for disclosure of
ion of express.warranties. The House receded to the Sen-
te amendment. The House bill provided:for disclosure as to special
order lease items. The Sensite amendment, had; no,comparable -provi-
ston. The House recededtd the Senate amendment. The Senate amend-
ment provided that the:Federal. Reserve Board may by regulation

ermit estimates of. certain disclosire -of information requirements
-when the-lessor is not in’ a position to- know: exact. information. The
ause x}‘I had no comparable provision. The House receded to the

amendment. The House bill provided for disclosure of default,

Yy or:late:pgyient charges in two similar provisions. The
Sen endment“had one’ comparable provision except it did not
refer expressly to‘late payments. The Senate receded to the House bill.
The House.bill provided that the lessor disclose that the lessee had
residual value liability if such was the case. The Senate amendment

had no comparable prov
statement of the amount or

ion, but. did provide for disclosure of a
Statement of the amount or higthod of determining the amount of any
end of term liabilitjés. The Conferees agreed to iil’(’:%udé both the House
bill he Senate ‘amendment proyisions. The House bill required
> of & brief description of insurance including the costs. The
epate smenduient: was comparable; except no disclosure of insurance
equired. The'Senate receded to the House bill. The House

required: that if the'lessee had an option to purchase the leassd
the lessor must disclose the time when t_}lm)e lessee could exer-

option. The Senate amendment had a similar provision with

1oy OXCPPL 1L did,
1 when the lessee could exercise the option. - ,

 The Senate receded to the Honse bill. The House bill provided for
disclostire of information as'to’the aggregate cost of the lease. The
Senate amendment ‘wis comparahle, except: (1) the disclosure. only
had tg be mide with respéct to leases in which the lessee had liability
for the anticipated fair market value of the property at the end of
the lease; and' (2) the prévision specified that the disclosure was to

refer to the aggregate st-of the'lease “on expiration,” while the

House bill did not specify. The House receded to the Senate amend:

ment on both parts of the provision. The House bill provided for dis-
closure of the anticipated fair market cash value of the leased proper
at the expiration of the lease. The Senate amendment had no com-
parable provision. The House receded to the Senate amendment,

pt it did not require disclosure

L value of the leased property
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The House bill provided for limitation on the lessee’s liability at the
expiration or termination of a lease to the effect. that such liability
could not exceed three times a monthly payment under.the Jease; unless
there had been physical damage to the leased property beyond reason-
able wear and use or default. The Senate amendment, had a related
provision which differed in several respects. The Senate amendment

rovided: that where the lessee’s liability on expiration of a lease was

ased on.the estimated residual value of the property, such estimated
residual value had to be a reasonable approximation of the anticipated
actual fair market value of thie property on lease expiration. There
shall be a rebuttable presumaption:-that the estimated residual value is
unreasonable to the extent it exceeds thé actual residual value by more
than three times the average payment allocable to a monthly-period
‘under the lease. The presumption had no application to the extent that
the excess of estimated over actual residual value was due to physical
damage to the property beyond reasonable wear and use, or to exces-
sive use. The House receded to the Senate amendment with an amend-
ment to the effect that where the lessee has such liability on expiration
of a consumer lease there shall be a rebuttable presumption that the
lessor’s estimated residual value is not in good faith to the extent that
the estimated residual value exceeds the actual residual value by more
than three times the average payment allocable to a monthly period
under the lease, and such lessor shall not collect from the lessee the
amount of such excess liability on expiration of a consumer lease unless
the lessor brings a successful action with respect to such excess liabil-
ity. In all actions, the lessor shall pay the lessee’s feasonable attorney’s
fees. The presumptions stated in this section shall not apply to the
extent the excess of estimated over actual residual value is due to
physical damage to the property beyond reasonable wear and use, or
to excessive use. Co

The Senate amendment had a provision providing that the lease may
set standards for wear and use so long as such standards are not un-
reasonable. The House bill had no comparable provision. The House
receded to the Senate amendment. The House bill provided that if a
lease has a residual value provision at the termination of the lease, the
lessee may at his expense obtain a professional appraisal of the leased
property by an independent third party agreed to by both parties. The
appraisal shall be final and binding on the parties. The Senate amend-
ment had no comparable provision. The Senate receded to the House
bill. The Senate amendment provided that penalties or other charges
for delinquency, default, or early termination may be specified in the
lease, but only at an amount that is reasonable in light of certain
stated factors. The House bill had no comparable provision. The House
receded to the Senate amendment. '

The House bill provided for a lease advertising disclosure that the
lessee had residual value liability on termination of the lease if such

was the case. The Senate amendment had no comparable provision: The
Conferees agreed to include the House bill with an amendment.that
provides that lease advertisements also disclose a statement of the
amount or method of determining the amount of any end of term Hli-
abilities and whether or not the lessee has the option to purchase the
leased property and at swhat price and time. The House bill.provided
that leage advertising disclosures had to be clear, conspicuous and in
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print equal in size to certdin advertised lease information. The Senate
_had a comparable provision, except there was no equal in size print
requirement. The House receded to the Senate amendment.

The Senate amendment provided that for purposes of the civil li-
ability section, the term “creditor” as used in sections 115, 130, and 131
of the Truth in Lending Act shall include a lessor as defined in this
chapter. The House bill had no comparable provision. The House re-
ceded to the Senate amiendment. The House bill provided for. lessors
'to be liable to any person if such lessors violated the lease advertising
disclosure requirements. The Senate amendment had no comparable
provision. The Senate receded to the House bill with an amendment
that clarifies that only a person who suffers actual damage from the
lease advertising disclosure violation has a cause of action against the
lessor. The House bill provided for individual action civil liability of
five times the amount attributable to a monthly payment under the
lease, except that liability under the provision was not to be less than
$100 nor greater than $1,000. The Senate amendment had a compar-
able provision, except that the method of determining the individual
action amount was to'be 25 per centum of the total amount of monthly
payments under the lease. The House receded to the Senate amendment.

The House. bill provided for class action civil Habilitv of such
amount as-the court might allow, except that as to each member of the
class no minimum recovery was to be applicable, and the total recovery
in such action was not to be more than the lesser of $100.000 or 1 per
centum of the net worth of the lessor. The Senate amendment had a
comparable provision, except that the total recovery in a class action
was not to be more than the lesser of $500.000 or 1 per centum of the
net warth of the lessor. The House receded to the Senate amendment.

The House bill provided that actions brought alleging a failure to
disclose or otherwise comply with the requirements of this chapter
shall be brought within one year of the termination of the lease agree-

~ment. The Senate amendment had a comparable provision, except the
.vear time Jimit was to be within one year of the occurrence of the vio-
-lation. The Senate receded to the Honse bill. The House bill provided
that a lessor would not have civil liability for correction of errors
within 15 years after discoverv of an-error under specified circum-
stances, if the lessor notifies the person concerned of the error and
makes whatever adjustments are necessary to insure that the person
was not required to pay any amotint in excess of the amount that
should correctly have been disclosed. The Senate amendment had a
comparable provision, except the lessor need only insure that the
' person was not required to pay any amount in excess of the amount
or percentage rate that was actually disclosed. The House receded
to the Senate amendment. The House bill provided that a lessor would
not have civil liability if the lessor showed by a preponderance of
evidence that the violation was not intentional and resulted from a
bona fide error notwithstanding the maintenance of procedures reason-
ably adopted to avoid any such error and such error was rectified.
The Senate amendment had a comparable provision, except the lessor
was not required to rectify the error. The House receded to the Senate
amendment. The Senate amendment provided in any action or pro-
ceeding by or against any subsequent assignee of the original creditor
without knowledge to the contrary by the assignee when he acquires
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the obligation, written acknowledgement of receipt by a person to
whom agstater;)ent is required to be given pursuant to this title shall
be conclusive proof of the delivery thereof and, unless the.violation
is apparent on the face of the statement of complisnce with-this
chapter. This section does not affect the rights of the obligor in any
action against the original ereditor. Certain excéptions were specified.
The House bill had no comparable provision. The House receded-to -
the Senate amendment. Other civil liability provisions in the House
bill ‘and the Senate "amendmentdwere ‘substantially the same. The
House receded to the. Senate amendment.

The Senate amendment provided that this chapter preempted State
laws with respect to consumer leases to_the degree such State law
was inconsistent with this chapter. The Federal Reserve Board was
authorized to determine whether such inconmsbe;ncxes.pxlsbed,.except
the Board could not find that any State law was inconsistent with any
provision of this chapter if the Board determined that such law gave
greater protection and benefit to the consumer. The House bill
had no comparable provision. The House receded to the Senate

] nt. :
o ’f‘ll,llgnllieouse bill provided by conforming amendment that the Fed-
eral Reserve Board shall by regulation exempt any State from the pro-
visions of chapter 5 of this title (except section 185(h)), if it deter-
minés that under the law of that State, requirements and restrictions
are substantially similar to those imposed under chapter 5 and that
there is adequate provision for enforcement. The Senate amendment
had a similar provision that provided that the Federal Reserve Board
shall by regulation exempt from the requirements of this chapter any
class of lease transactions within any State if it determines that under
the law of that State, that class of transactions is subject to require-
ments substantially similar to those imposed under this chapter or that
such law gives greater protection and benefit to the consumer, and that
there is adequate provision for enforcement. The House receded to
the Senate amendment. ) -

The Senate amendment provided a conforming amendment that
amended the table of chapters of the Truth in Lending Act by adding
at the end, “5. Consumer Leases. . .. 181" The House bill had no
comparable provision. The House. receded to the Senate amendment.

GeyeranL COMMENTS

The Conferees, in adopting a provision which would allow a lessee to
bring suit in connection with false ad‘vertlsm% were concerned that this
authority could be misused. The Conferees believe. that the power to
bring suit in the event a leasing company engages in false advertising
is-an. important enforcement tool in seeing that the purposes of this
‘Act are achieved. Previous to this time, consumers were not entitled
to sue a businessman in connéction with false advertising. The Con-
sumer Credit Protection Act also exempts the media for any Lability
in connection with false advertising. This means the only en_fo'rcement
of false advertising is up to governmental bodies charged with enforc-
ing that Act. . .
mﬁ’heConferees felt, with the multitude of advertising taking place
in the world of commerce, governmental agencies cannot be expected
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to deal with all false or questionable ads. Therefore, allowing persons
affected by false advertising to bring suit would add a vital watch dog
enforcement provision. I R
The Conferees are not suggesting this provision be used on a whole-"
sale basis. The provision was placed in the Act not to serve as a sword
for consumers but rather as a shield. The Conferees hope that the
threat of lawsuits will be strong enough to curtail questionable adver-
tising practices. In the event, however, there are some businessmen
who still continue to engage in fraudulent advertising the Conferees

felt it necessary to have a tool to provide adequate relief,

While the Conferees discussed extending the advertising provision

to the entire Consumer Credit Protection Act, there was'a feeling at
this time that it would be better to observe results in the Truth-in-I.eas-
ing Act before placing the provision on an “across-the-board” basis.
Henry Reuss, .
Frank ANNUNzIO,
Leonor K. SurLrrvax,
Grapys Noon SprrrMa,
WiLiam A. Barrerr,
Caarvers P. WyLrx,
Mrricent Fenwick, o
Managers on the Part of the House.
WiLLiam ProxMIRE, ’
J. R. Bmen, Jr.,
JAKE GARN, o
Managers on the Part of the Senate.
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" 94TH CONGRESS } SENATE { ReporT

2d Session No. 94-686

CONSUMER LEASING ACT OF 1976

MarcH 9, 1976.—Ordered to be printed

Mr. Proxmirg, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.R. 8835]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R..8835) to
amend the Truth in Lending Act to protect consumers against.inade-
quate and misleading leasing information, assure meaningful -dis-
closure of lease terms, and limit ultimate liability in connection with
leasing of personal property primarily for-personal, family, or house-
hold purposes, and for other purposes, having met, after full and free.
conference, have agreed to recommend and do recommend to their
respective Houses as follows: o T

That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following: :

That this Act may be cited as the “Consumer Leasing Act of 1976”.
FINDINGS AND PURPOSE

Src. 2. Section 102 of the Truth in Lending Act (15 U.S.C. 1601)
8 amended by inserting “(a)” before the first sentence, and adding the
following subsection : ' '

“(b) The Congress also finds that there has been a recent trend
toward leasing automobiles and other durable goods for consumer use
as an alternative to installment credit sales and that these leases have
been offered without adequate cost disclosures. It is the purpose of this
title to assure a meaning fgul disclosure of the terms of leases of personal
property for personal, family, or household purposes so as to enable
the lessee to compare more readily the various lease terms available to
kim, limit balloon payments in consumer leasing, enable comparison
of lease terms with credit terms where appropriate, and to assure mean-
ingful and accurate disclosure of lease terms in advertisements.”.

57-006 O
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DISCLOSURE OF LEASE TERMS

Sxc. 3. The Truth in Lending Act (16 U.S.0. 1601-1665) is amended
by adding at the end thereof a new chapter as follows:

“OHAPTER 5—CONSUMER LEASES

“Sec.

“181. Definitions. o

“#182. Consumer leage disclosures. .

«1838. Lessee's liability on expiration or termination of lease.
“184. Consumer lease advertising.

“185. Civil liability.

“186. Relation to State laws.

“§ 181. Definitions

“For purposes of this chapter— )
(a) The term ‘consumer lease’ means a contract in the form of a
lease or bailment for the use of personal property by a natural
person for a period of time ewceeding four months, and for a total

contractual obligation not evceeding $25,000, primarily for per-

sonal, family, or household purposes, whether or not the lessee has
the option to purchase or otherwise become the owner of the prop-
erty at the evpiration of the lease, ewcept that such term shall not
include any credit sale as defined in section 103 (9). Such term
does not include a lease for agricultural, business, or commercial
purposes, or to a government or governmental agency or instru-
mentality, or to an organization. )
“(8) The term ‘lessee’ means a natural person who leases or is
offered a consumer lease. ) _ :
“(3) The term ‘lessor’ means a person who is regulairly engaged
in leasing, offering to lease, or arranging to lease under a con-
sumer lease. )
“(4) The term ‘personal property’ means any property which
is not real property under the laws of the State where situated at
the time offered or otherwise made available for lease. _
“(8) The terms ‘security’ and ‘security interest’ mean any inter-
est in property which secures payment or performance of an
obligation.

“§ 182, Consumer lease disclosures. a

“Fach lessor shall give a lessee prior to the consummation of the
lease a dated written statement on which the lessor and lessee are iden-
tified setting out accurately and in a clear and conspicuous manner the
following information with respect to that lease, as applicable :

“(7) A brief description or identification of the leased prop-
erty,;
‘%/(2) The amount of any payment by the lessee required at the
inception of the lease; .

«(8) The amount paid or payable by the lessee for official fees,
registration, certificate of title, or license fees or taxes;

“(4) The amount of other charges payable by the lessee not
included in the periodic payments, a description of the charges
and that the lessee shall be liable for the differential, if any, be-
tween the anticipated fair market value of the leased property

Ea
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and its appraised actual value at the termination of the lease, if
the lessee has such liability; =

“(6) A statement of the amount or method of determining the
amount of any liabilities the lease imposés upon the lessee at the
end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and. time;

“(6) A statement identifying all express warranties and guar-
antees made by the manufacturer or lessor with respect to the
leased property, and identifying the party responsible for main-
taining or servicing the leased property together with a descrip-
tion of the responsibility; o ‘

“(7) A brief description of insurance provided or paid for by
the lessor or required of the lessee, including the types and
amounts of the coverages and costs; S ,

“(8) A description of any security interest held or to be re-
tained by the lessor in connection with the lease and a clear identi-

ation of the property to which the security interest relates;

“(9) The number, amount, and due dates or periods of pay-
ments under the lease and the total amount of such periodic
payments;

“(10) Where the lease provides that the lessee shall be liable
for the anticipated fair market value of the property on expira-
tion of the lease, the fair market value of the property at the
inception of the lease, the aggregate cost of the lease on expira-
tion, and the differential between them; and

“(11) A statement of the conditions under which the lessee or
lessor may terminate the lease prior to the end of the term and
the amount or method of determining any penalty or other charge
for delinquency, default, late payments, or early termination.

The disclosures required wnder this section may be made in the lease
contract to be signed by the lessee. The Board may provide by regu-
lation that any portion of the information required to be disclosed
under this section may be given in the form of estimates where the
lessor is not in a position to know exact information. -

“§183. Lessee’s liability on expiration or termination of lease

“(a) Where the lessee’s liability on expiration of a consumer lease
is based on the estimated residual value of the property such estimated
residual value shall be a reasonable approximation of the anticipated
actual fair market value of the property onlease expiration. T here shall
be & rebuttable presumption that the estimated residual value i3 un-
reasonable to the extent that the estimated residual value exceeds the
actual residual value by more than three times the average payment
allocable to a monthly period under the lease. In addition, where the
lessee has such liability on expiration of a consumer lease there shall
be a rebuttable presumption that the lessor's estimated residual value
8 mot in good faith to the extent that the estimated residual value ex-
ceeds the actual residual value by more than three times the average
payment allocable to a monthly period under the lease, and such.lessor
shall not collect from the lessee the amount of such excess liability on
capiration of a consumer lease unless the lessor brings a successful
action with respect to such excess liability. In all actions, the lessor
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shall y the:lessee’s: reaspnable attorney’s fees. The presumptions

stated in this section shall not apply to the extent the excess of esti-.

mated over actual residual value is due to physical damage to the prop-
erty. beyond reasonable wear and use, or to excessive use, and the lease
may set:standards. for such wear and use if such standards are not un-
reasonable. Nothing in this subsection shall preclude the right of a
- willing lessee-to make any mutually agreeable final adjustment with re-
spect to such excess residual liability, provided such an agreement is
reached after termination of the lease. o
“(b) Penalties or other charges for delinquency, defawlt or earl
termination may be specified in the lease but pnly at an ameount whic
18 reasonable-in the 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 re . _ : o
“(e¢) If alease has a residual value provision at the termination of
the: lease, the lessee may obtain at his ewpense, a professional ap-
praisal of the leased property by an independent third party agreed
to by, both parties. Suck appraisal shall be final and binding on the
parties. , - _ _— ‘
“§184. Consumer lease advertising
-%“(a) No advertisement to aid, promote, or assist directly or indi-

rectly any consumer lease shall state the amount of any payment, the.

number of required payments, or that any or no downpayment or
other-payment is required at inception of the lease unless the adver-
tisement algo states clearly and conspicuously and in accordance with
regulations issued by the Board each of the following items of infor-
mation which i3 applicable : ‘
“(1) That the transaction advertised is a lease.
“(2) The amount of any. payment required at the inception of
the lease or that no such payment is required if that is the case.
“(8) The mumber, amounts, dug-dates or periods of scheduled
payments, and the total of payments under the lease.
" %(4) That the lessee shall be liable for the differential, if any,
between the anticipated {air,marke-t value of the leased property
and its appraised actual value at the termination of the lease,
if the lessee has such lLiability. o
“(5) A statement of the amount or method of determining the
amount of any liabilities the lease imposes upon the lessee at the
end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and time.

“(b) There i3 no liability ynder-this section on the part of any
owner or personnel, as such, of. any medium in which an advertise-
‘ment appears or through which itis disseminated. -

“§.185. Civil liability . )

“(a) Any lessor who fails to comply with any requirement imposed
. under section 182 or 183 of this chapter with respect to any person is
Unble to such person as provided in section 130.

“(b) Any lessor who fails to compl;{ awith any requirement ymposed
under section 184 of this chapter with respect to any person who suf-
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fers actual damage from the violation i liable to such person as pro-
vided in section 130.

For the purposes of this section, the term ‘creditor’ as used in sec-
tions 115, 130, and 131 shall include a lessor as defined in this chapter.

“(¢) Notwithstanding section 130(e), any action under this section
may be brought in any United States district court or in any other
court of compétent jurisdiction. Such actions alleging a failure to
disclose or otherwise comply with the requiréments of this chapter
shall be brought within one year of the termination of the lease
agreement.” . ol : o DA
“§ 186. Relation to State laws )

“(a) This chapter does not annul, alter, or affect, or exempt an:
person subject-to the provisions of this chapter from complying wiﬂa
the laws of any State with.respect to consumer leases, except to the
ewtent that those laws are. inconsistent with any provision of this
chapter, and then only to the extent of the inconsistency. The Board is
autzom'zed to determine whether such inconsistencies exist. The Board
may not determine that any State law 8 inconsistent with any pro-
vision of this chapter if the Board determines that such law gives
greater protection and bemefit to the consumer. T

“(b) The Board shall by regulation exempt. from the requirements
of this chapter any class of lease transactions within any. State if it
determines that under the law of that State that class of transactions
is subject to requirements substantially similar to those imposed under
this chapter or that such law gives greater protection and bénefit to
the consumer, and that there is adequate provision for enforcement.”

AMENDMENTS TO SECTION 130

gz_'o. 4. Section 130 of the Truth in Lending Act is amended as
ollows :
4 (1) In subsection (a), after “chapter 4 insert “or 6.
(2) In clause (2)(4) of subsection (a), insert “(i)” after
“(a)”, and insert after “transaction” a comma and the following:
“or (1) in the case of an individual action, relating to a consumer.
lease under chapter & of: this. title, 96 per centum of the total
amount of monthly payments under the lease”.
-~ (3) In paragraph (2)(B) of subsection (a), strike out “lesser
of $100,000” and insert. in. lieu thereof “lesser of $600,0007.
(4) In'subsection (b),insert “or.chapter 5” after “this chapter”
and strike out the word “finance”. o
(8) In subsection (g), after.“this chapter”, insert “or chapter
4 or 6 of this title”, and insert after “consumer loan” a comma,
and “consumer lease”. '

CONFORMING AMENDMENT

Skc. 5. The table of chapters of the Truth.in Lending Act is amended
by adding at.the end thereof the following :

“5. Congumer Leases________.._ ——— 181",
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EFFECTIVE DATE

Skc. 6. This Act takes effect. one.year after the date of its enactment.

And the Senate agree to the same.
WiLLiAM PROXMIRE,
J. R. BmeN, Jr.,
JAKE GARN,
Managers on the Part.of the Senate.

Hexnry REuss,

Frank ANNUNZIO,

Leonor K. SuLLivan,

GrApYs NOoON SPELLMAN,

WiLLiam A. BARRETT,

Crmarmers P. WyLIE,

Miuicent  FENWICK,
Managers on the Pait of the House.

Sy

o stltutmg &
- bility or 1mperm1551b111ty of the making of g consumer lease; as defined
.-.in  this legislation by & national bank, bank holdmg compaiy. or'bank-
. ‘holding company su ysidiary. The Senate améndment had no co

1 ble provision, The House receded to the Senate’ ‘amendment,

JOINT EXPLANATORY STATEMENT OF THE -
'COMMITTEE OF CONFEREN CE

The managers on the part of the House and the Senate at the con-
ference on, the dlsagreemg votes of the two Houses on the amendment
of the Senate to the bill (H.R. 8835) to amend:the Truth.in: Lending
Act to protect consumers against madequate and misléading leasing
information, assure meaningful disclosure of leass terms,.angd. lnmt
ultimate liability in connectlon with leasing of personal property pri-
marily. for gersonal family, or household purposes, and -for other
}S)urposes, submit the following joint statement to the House and the

enate in explanation of the effect of the action agreed upon by the
managers and recommended in the ac»compan{;mg conference report :

The Senate amendment struck out all of the House blll after the

enacting clause and inserted a substitute text.
__The House recedes from its- disagreement to the amendment of the
Senate with an amendment which is a substitute for the House bill and
the Senate amendment. The- differences between the House bill, the
Senate amendment, and the substitute agreed to - in conference are
noted below, except for clerical corrections, conforming changes made
necessary by agreements reached by the conferees, and minor drafting
and clarifying changes.

The House bill was called the “Truth in Leasing “Act”. The Senate

amendment was called the “Consumer Leasing Act of 1976”, The House

receded to the Senate amendment.
The House bill refers to leased “goods”. in this legislation while the

~Senate amendment refers to leased © property”. The I-Iouse receded
- to the Senate amendmient.

- The House bill definition of “consumer lease” referred to those leases

‘that_are for a specified rent not exceeding $25,000, while the Senate

.....

__amen,dment referred to those leases that are for a total contractual

obhgatlon not exceeding $25,000. The House receded to the Sefiate

- ariendment. The Senate amendment definition of “consumer Tease” :

ecifically excluded leases for agricultural, business, or. commercial

f«'vfpurposes, or.to a government or gvemmental agency or instrumen-
" tality,or to an organization. The
__;; fafm & m ment. “"The House receded to the Senate amendment, The"

ouse bill specifically excluded on}) ~

House 8 rovided a dlsclal{ner as to anything in the chapter con-
ongressmna finding or determinatioi as to the permissi-

para—‘-

The House bill provided for the manner in which lessors wamm.
make specified disclosures, including clearly and’ conspicuously, and

~that the disclosures were to be in the lease contract and a-copy given
_ to.the lessee.when executed ‘The Senate amendment was comyarable

(D)
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except that it additionally required that disclosures be accurate and
could be either.in'the Jepse contract or in a written statement. There
Wwas no express requirement for a copy to be given to the lessee. The
House receded to.the Senate amendment. The House bill provided for
‘a disclosure of a:brief description or identification of the leased prop-
erty .including the manufacturer of the goods, registration numbers
and other details. The Senate amendment provided for a disclosure of
a brief description or identification of the lease property. The House
receded fo the Senate améndment. The House bill provided for a. dis-
closure of the- amount of non-periodic charges. The Senate amend-
ment was comparable, except that it permitted disclosure of the method
of determining the non:periodic charges rather than the actual
amount. The Senate receded to the House bill. The House bill provided
for a disclosure of a déscription of all warranties or if noné, a state-
ment to'that effect. The Senate amendment provided for disclosure of
idéntification’ of express.warranties. The House receded to the Sen-
ate amendment. The House bill provided:for disclogure as to special
order lease items. The Senate amendment. had:no.comparable provi-
sion. The House receded;td:the Senate amendment. The Senate amend-
ment_provided that the:Federal Reserve Board may by regulation
permit. estimates of certdint disclosure :of ‘information requirements
-when the-lessor is not in"a position to-know: exact. information. The
‘House bill had no comparable provision. The House receded to the
Senate amendment.. The House bill provided for disclosure of default,
-delinquenicy or:laterpayment charges’in two similar provisions. The
Senate.amendment had”one comparable provision except it did not
Tofer expressly tolafe paymients. The Senate receded to the House bill
The ‘Housebill provided that the lessor disclose that the lessee had
residual value liability if such was the case. The Senate amendment
had no comparable ‘provision, but did provide for disclosure of a
statement of the amount or nigthod of determining the amount of any
end of term liabilities. The Conferees agreed to include both the House
bill and the Senate ‘amendment provisions. The House bill required
disclosuire of a brief description of insurance including the costs. The
epate amendment was comparable, except no disclosure of insurance
costs was required. The Senate receded to the House bill. The House
bill required that if theilessée had an option to purchase the leased
erty, the lessor must disclose the’tinie when ﬂ‘m)e lessee could exer-
the option. The Sentte amendment had a similar provision with
fespect to'an option to piirchasé, exce
of th time when the lesses could oxercise the option. -
. The Senate réceded. to.the Hop .
disclosire of infofmation as'to the dggregate, ‘
Senate amendment was ‘comparable, except: ‘(1) the disclosure only
had to be made with respéct to leases in which the lessee had liability

for the anticipated fair market valué of the property at the end of -
the lease; and (2) the provision specified 'that the disclosure was to-

ment on both parts of the provision. The House bill provided for dis-

closure of the anticipated fair market cash value of the leased property -

at the expiration of ‘the lease. The Senate amendment had no com-
parable provision. The House receded to the Senate amendment,

sept it did not require disclosure

use bill. The House bill provided for -
%kgregét.e; cost. of the Jease. The -

zéfer to the aggregate cost of the'lease-“on expiration,” while the
House bill did not ‘specify. The House receded to the Senate amend: -
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The House bill provided for limitation on the lessee’s liability at the
expiration or termination of a lease .to the effect. that such hability
could not exceed three times a monthly payment under the lease; unless
there had been physical damage to the leased property beyond reason-
able wear and use or default. The Senate amendment, had a related
provision which differed in several respects. The Senate amendment

rovided:that where the lessee’s liability on expiration of a lease was
ga,sed,on_,the_ estimated residual value of the property, such estimated
residual value had to be a reasonable approximation of the anticipated
actual fair market value of thie property on lease expiration. There
shall be a rebuttable presumption-that the estimated residual value is
unreasonable to the extent it exceeds thé actual residual value by mors
than three times the average payment allocable to a monthly period

‘under the lease. The presumption had no application to the extent that

the excess of estimated over actual residual value was due to physical
damage to the property beyond reasonable wear and use, or to exces-
sive use. The House receded to the Senite amendment with an amend-
ment to the effect that where the lessee has such liability on expiration
of a consumer lease there shall be a rebuttable presumption that the
lessor’s estimated residual value is not in good faith to the extent that
the estimated residual value exceeds the actual residual value by more
than three times the average payment allocable to a monthly period
under the lease, and such lessor shall not collect from the lessee-the
amount of such excess liability on expiration of a consumer lease unless
the lessor brings a successful action with respect to such excess liabil-
ity. In all actions, the lessor shall pay the lessee’s Feasonable attorney’s
fees. The presumptions stated in this section shall not apply to the
extent the excess of estimated over actual residual value is due to
physical damage to the property beyond reasonable wear and use, or
to excessive use. .

The Senate smendment had a provision providing that the lease may
set standards for wear and use so long as such standards are not un-
reasonable. The House bill had no comparable provision. The House
receded to the Senate amendment. The House bill provided that if a
lease has a residual value provision at the termination of the lease, the
lessee may at his expense obtain a professional ap}l))rais}al of the leased
property by an independent third party agreed to by both parties. The
appraisal shall be final and binding on the parties. The Senate amend-
ment had no comparable provision. The Senate receded to the House
bill. The Senate amendment provided that penalties or other charges
for delinquency, default, or early termination may be specified in the
lease, but only at an amount that is reasonable in light of certain
stated factors. The House bill had no comparable provision. The House
receded to the Senate amendment. ' .

The House bill provided for a lease advertising disclosure that the
lessee had residual value liability on termination of the lease if such
was the cage. The Senate amendment had no comparable provision: The
Conferees agreed to include the House bill with an amendment. that
provides that lease advertisements also disclose a statement of the
amount or method of determining the amount of any end of term H- -
abilities and whether or not the lessee has the option to purchase the
leased property and at what price and time. The House bill:provided
that leage advertising disclosures had to be clear, conspicuous and in
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print equal in sizeto certdin advertised lease information. The Senate
~_had a comparable provision, except there was no equal in size print
- requirement. The House receded to the Senate amendment,
he Senate amendment provided that for purposes of the civil li-
ability section, the term “creditor” as used in sections 115, 130, and 131
of the Truth in Lending Act shall include a lessor as defined in this
chapter. The House bill had no comparable provision. The House re-
ceded to the Senate amiendment. The House bill provided for. lessors
‘to be liable to any person if such lessors violated the lease advertising
disclosure requirements. The Senate amendment had no comparable
provision. The Senate receded to the House bill with an amendment
that clarifies that only a person who suffers actual damage from the
lease advertising disclosure violation has a cause of action against the
lessor. The. House hill-provided for individual action civil liability of
five times the amount attributable to a monthly payment under the
lease, except that liability under the provision was not to be less than
$100 nor greater than $1,000. The Senate amendment had a compar-
able provision, except that the method of determining the individual
action amount was to be 25 per centum of the total amount of monthly
payments under the lease. The House receded to the Senate amendment.
The House. bill provided for class action civil labilitv of such
amount as-the court might allow, except that as to each member of the
class no minimum recovery was to be applicable, and the total recovery
in such action was not to be more than the lesser of $100.000 or 1 per
centum of the net worth of the lessor. The Senate amendment had a
comparable provision, except that the total recovery in a class action
was not to be more than the lesser of $500,000 or 1 per centum of the
net warth of the lessor. The House receded to the Senate amendment.
The House bill provided that actions brought alleging a failure to
disclose. or otlierwise comply with the requirements of this chapter
shall be brought within one year of the termination of the lease agree-
~ment. The Senate amendment had a comparable provision, except the
. year time limit was to be within one year of the occurrence of the vio-
-lation. The Senate receded to the House bill. The House bill provided
that a lessor would not have civil liability for correction of errors
~within 15 years after discoverv of an-error under specified circum-
stances, if the lessor notifies the person concerned of the error and
makes whatever adjustments are necessary to insure that the person
was not required to pay any amotint in excess of the amount that
should correctly have been disciésed. The Senate amendment had a
comparable provision, except the lessor need only insure that the
-person was not required to pay any amount in excess of the amount
or percentage rate that was actually disclosed. The House receded
to the Senate amendment. The House bill provided that a lessor would
not have civil liability if the lessor showed by a preponderance of
~evidence that the violation was not intentional and resulted from a
bona fide error notwithstanding the maintenance of procedures reason-
ably adopted to avoid any such error and such error was rectified.
The Senate amendment-had a comparable provision,.except the lessor
was not required to rectify the error. The House receded to the Senate
amendment., The Senate amendment provided in any action or pro-
ceeding by or against any subsequent assignee of the original creditor
without knowledge to the contrary by the assignee when he acquires
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the obligation, written acknowledgement of receipt by a person to
whom a statement is required to be given pursuant to this title shall
be conclusive proof of the delivery thereof and, unless the. violation
is apparent on the face of the statement of compliance with-this
chapter, This section does not affect the rights of the obligor in any
action against the original creditor. Certain excéptions were specified.
The House bill had no comparable provision. The. House receded to -
the Senate amendment. Other civil liability provisions in the House
bill-and the Senate amendment were substantially the same. The
House receded to the. Senate amendment.

The Senate amendment provided that this chapter preempted State
laws with respect to consumer leases to_the degree such State law
was inconsistent with this chapter. The Federal Reserve Board was
authorized to determine whether such inconsistencies existed, except
the Board could not find that any State law was inconsistent with any
provision of this chapter if the Board determined that such law gave

veater protection and benefit to the consumer. The House bill
had no comparable provision. The House receded to the Senate
amendment.

& The House bill provided by conforming amendment that the Fed-
era) Reserve Board shall by regulation exempt any State from the pro-
visions of chapter 5 of this title (except section 185(h)), if it deter-
minés that under the law of that State, requirements and restrictions
are substantially similar to those imposed under-chapter 5 and that
there is adequate provision for enforcement. The Senate amendment
had a similar provision that provided that the Federal Reserve Board
shall by regulation exempt from the requirements of this chapter any
class of lease transactions within any State if it determines that under
the law of that State, that class of transactions is subject to require-
ments substantially similar to those imposed under this chapter or that
such law gives greater protection and benefit to the consumer, and that
there is adequate provision for enforcement. The House receded to
the Senate amendment. ) N

The Senate amendment provided a conforming amendment that
amended the table of chapters of the Truth in Lending Act by adding
at the end, “5. Consumer Leases. . . . 181”. The House bill had no
comparable provision. The House: receded to the Senate amendment.

GexerarL COMMENTS

The Conferees, in adopting a provision which would allow a lessee to
bring suit in connection with false advertising were concerned that this
authority could be misused. The Conferees believe. that the power to
bring suit in the'event a leasing company engages in false advertising
is'an. important enforcement tool in seeing that the purposes of this
‘Act are achieved. Previous to this time, consumers were not entitled
to sue a businessman in conneéction with false advertising. The Con-
sumer Credit Protection Act also exempts the media for any liability
in connection with false advertising. This means the only enforcement
of false advertising is up to governmental bodies charged with enfore-
ing that Act. . .
m'%he Conferees felt with the multitude of advertising taking place
in the world of commerce, governmental agencies cannot be expected
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to deal with all false or questionable’ads. Therefore, allowing persons
affected by false advertising to bring suit would add a vital watch dog
enforcement provision. ) : R

The Conferees are not suggesting this provision be used on a whole-
sale basis. The provision was placed in the Act not to serve as a sword
for consumers but ‘rather’ as s shield. The Conferees hope that the
-threat of lawsuits will be strong enough to curtail questionable adver-

tising practices. In the event, however, there are some businessmen

who still continue to engage in fraudulent advertising the Conferees
felt it necessary to have a tool to provide adequate relief. :
While the Conferees discussed extending the advertising provision

to the entire Consumer Credit Protection Act, there was a, feeling at
this time that it would be better to observe results in the Truth-in-Leas-
ing Act before placing the provision on an “across-the-board” basis.

WiLLiam Proxaare,

J. R. Bmenw, Jr.,

JAKE GaRN, .

Managers on the Part of the Senate.

Henry REuss, .

Frank ANNUNzIO,

Lrovor K. SuLiivaw,

GLapys NooN SpELEMAN,

WirLiam A. BARgeTT,

CuaLMERS P. WyLIE,

MrLicent FENWICK,
Managers on the Part of the House.
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H. R. 8835

Rinetp-fourth Congress of the Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,

one thousand nine hundred and seventy-six

An Act

To amend the Truth in Lending Act to protect consumers against inadequate and
misieading leasing information, assure meaningful disclosure of lease terms,
and limit ultimate liability in connection with leasing of personal property

. primarily for personal, family, or household purposes, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “Consumer Leasing Act of 19767.

FINDINGS AND PURPOSE

Skc. 2. Section 102 of the Truth in Lending Act (15 U.S.C. 1601)
is amended by inserting “(a)” before the first sentence, and adding
the following subsection :

“(b) The Congress also finds that there has been a recent trend
toward leasing automobiles and other durable goods for consumer use
as an alternative to installment credit sales and that these leases have
been offered without adequate cost disclosures. It is the purpose of this
title to assure a meaningful disclosure of the terms of leases of per-
sonal property for personal, family, or household purposes so as to
enable the lessee to compare more readily the various lease terms avail-
able to him, limit balloon payments in consumer leasing, enable com-
parison of lease terms with credit terms where appropriate, and to
assure meaningful and accurate disclosures of lease terms in
advertisements.”.

DISCLOSURE OF LEASE TERMS

Sec. 3. The Truth in Lending Act (15 U.S.C. 1601-1665) is
amended by adding at the end thereof a new chapter as follows:

“Chapter 5—CONSUMER LEASES
“Sec.

“181. Definitions.

“182. Consumer lease disclosures.

“183. Lessee’s liability on expiration or termination of lease.
“184, Consumer lease advertising.

“185. Civil liability.

“186. Relation to State laws.

“§ 181. Definitions

“For purposes of this chapter—

“(1) The term ‘consumer lease’ means a contract in the form of
a lease or bailment for the use of personal property by a natural
person for a period of time exceeding four months, and for a total
contractual obligation not exceeding $25,000, primarily for per-
sonal, family, or household purposes, whether or not the lessee
has the option to purchase or otherwise become the owner of the
. property at the expiration of the lease, except that such term shall
not include any credit sale as defined in section 103(g). Such term
does not include a lease for agricultural, business, or commercial
purposes, or to a government or governmental agency or instru-

mentality, or to an organization.
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“(2) The term ‘lessee’ means a natural person who leases or is
offered a consumer lease.

%(3) The term ‘lessor’ means a person who is regularly engaged
in leasing, offering to lease, or arranging to lease under a con-
sumer lease.

“(4) The term ‘personal property’ means any property which
is not real property under the laws of the State where situated
at the time offered or otherwise made available for lease.

“(5) The terms ‘security’ and ‘security interest’ mean any inter-
est in property which secures payment or performance of an
obligation.

“§ 182, Consumer lease disclosures

“Each lessor shall give a lessee prior to the consummation of the lease
a dated written statement on which the lessor and lessee are identified
setting out accurately and in a clear and conspicuous manner the fol-
lowing information with respect to that lease, as applicable :

“(1) A brief description or identification of the leased property ;

“(2) The amount of any payment by the lessee required at the
inception of the lease;

“(3) The amount paid or payable by the lessee for official fees,
registration, certificate of title, or license fees or taxes;

“(4) The amount of other charges payable by the lessee not
included in the periodic payments, a description of the charges
and that the lessee shall be liable for the differential, if any,
between the anticipated fair market value of the leased property
and its appraised actual value at the termination of the lease, 1f
the lessee has such liability ;

“(5) A statement of the amount or method of determining the
amount of any liabilities the lease imposes upon the lessee at the
end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and time;

“(8) A statement identifying all express warranties and guar-
antees made by the manufacturer or lessor with respect to the
leased property, and identifying the party responsible for main-
taining or servicing the leased property together with a descrip-
tion of the responsibility ;

“(7) A brief description of insurance provided or paid for by
the lessor or required of the lessee, including the types and
amounts of the coverages and costs;

%(8) A description of any security interest held or to be retained
by the lessor in connection with the lease and a clear identification
of the property to which the security interest relates;

“(9) The number, amount, and due dates or periods of pay-
ments under the lease and the total amount of such periodic
payments;

“(10) Where the lease provides that the lessee shall be liable
for the anticipated fair market value of the property on expira-
tion of the lease, the fair market value of the property at the incep-
tion of the lease, the aggregate cost of the lease on expiration, and
the differential between them ; and

“(11) A statement of the conditions under which the lessee or
lessor may terminate the lease prior to the end of the term and
the amount or method of determining any penalty or other charge
for delinquency, default, late payments, or early termination.

The disclosures required under this section may be made in the lease
contract to be signed by the lessee. The Board may provide by regula-
tion that any portion of the information required to be disclosed under
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this section may be given in the form of estimates where the lessor is
not in a position to know exact information.

“8 183. Lessee’s liability on expiration or termination of lease

“(a) Where the lessee’s liability on expiration of a consumer lease
is based on the estimated residual value of the property such estimated
residual value shall be a reasonable approximation of the anticipated
actual fair market value of the property on lease expiration. There
shall be a rebuttable presumption that the estimated residual value is
unreasonable to the extent that the estimated residual value exceeds
the actual residual value by more than three times the average payment

“allocable to a monthly period under the lease. In addition, where the
lessee has such liability on expiration of a consumer lease there shall
be a rebuttable presumption that the lessor’s estimated residual value
is not in good faith to the extent that the estimated residual value
exceeds the actual residual value by more than three times the average
payment allocable to a monthly period under the lease and such lessor
shall not collect from the lessee the amount of such excess liability on
expiration of a consumer lease unless the lessor brings a successful
action with respect to such excess liability. In all actions, the lessor
shall pay the lessee’s reasonable attorney’s fees. The presumptions
stated in this section shall not apply to the extent the excess of esti-
mated over actual residual value is due to physical damage to the
property beyond reasonable wear and use, or to excessive use, and
the lease may set standards for such wear and use if such standards
are not unreasonable. Nothing in this subsection shall preclude the
right of a willing lessee to make any mutually agreeable final adjust-
ment, with respect to such excess residual liability, provided such an
agreement is reached after termination of the lease,

“(b) Penalties or other charges for delinquency, default, or early
termination may be specified in the lease but only at an amount which
is reasonable in the 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.

#(c) If a lease has a residual value provision at the termination of
the lease, the lessee may obtain at his expense, a professional appraisal
of the leased property by an independent third party agreed to by
both parties. Such appraisal shall be final and binding on the parties.

“8 184, Consumer lease advertising

“(a) No advertisement to aid, promote, or assist directly or indi-
rectly any consumer lease shall state the amount of any payment, the
number of required payments, or that any or no downpayment or
other payment is required at inception of the lease unless the adver-
tisement also states clearly and conspicuously and in accordance with
regulations issued by the Board each of the following items of infor-
mation which is applicable:

“(1) That the transaction advertised is a lease. )

“(2) The amount of any payment required at the inception of
the lease or that no such payment is required if that is the case.

“(3) The number, amounts, due dates or periods of scheduled
payments, and the total of payments under the lease. .

%(4) That the lessee shall be liable for the differential, if any,
between the anticipated fair market value of the leased property
and its appraised actual value at the termination of the lease, if
the lessee has such liability. .

“(5) A statement of the amount or method of determining the
amount of any liabilities the lease imposes upon the lessee at the
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end of the term and whether or not the lessee has the option to
purchase the leased property and at what price and time.

“(b) There is no liability under this section on the;(fart of any
owner or personnel, as such, of any medium in which an advertisement
appears or through which it is disseminated.

“§ 185. Civil liability

“(a) Any lessor who fails to comply with any requirement imposed
under section 182 or 183 of this chapter with respect to any person
is liable to such person as provided in section 130.

“(b) Any lessor who fails to comply with any requirement imposed
under section 184 of this chapter with respect to any person who suffers
actual damage from the violation is liable to such person as Provided
in section 130. For the purposes of this section, the term ‘creditor’
as used in sections 115, 130, and 181 shall include a lessor as defined
in this chapter.

“(c) Notwithstanding section 130(e), any action under this section
may be brought in any United States district court or in any other
court of competent jurisdiction. Such actions alleging a failure to
disclose or otherwise comply with the requirements of this chapter
shall be brought within one year of the termination of the lease
agreement.

“§ 186. Relation to State laws

“(a) This chapter does not annul, alter, or affect, or exempt any
person subject to the provisions of this chapter from complying with,
the laws of any State with respect to consumer leases, except to the
extent that those laws are inconsistent with any provision of this
chapter, and then only to the extent of the inconsistency. The Board
is authorized to determine whether such inconsistencies exist. The
Board may not determine that any State law is inconsistent with any
provision of this chapter if the Board determines that such law gives
greater protection and benefit to the consumer.

“(b) The Board shall by regulation exempt from the requirements
of this chapter any class of lease transactions within any State if it
determines that under the law of that State that class of transactions
is subject to requirements substantially similar to those imposed under
this chapter or that such law gives greater protection and benefit to
the consumer, and that there is adequate provision for enforcement.”

AMENDMENTS TO SECTION 130

Sec. 4. Section 130 of the Truth in Lending Act is amended as
follows:

(1) In subsection (a), after “chapter 4” insert “or 5.

(2) In clause (2)(A) of subsection (a), insert “(i)” after
“(A)”, and insert after “transaction” a comma and the following:
“or (ii) in the case of an individual action relating to a consumer
lease under chapter 5 of this title, 25 per centum of the total
amount of monthly payments under the lease”.

(3) In paragraph (2)(B) of subsection (a), strike out “lesser
of $100,000” and insert 1n lieu thereof “lesser of $500,000”.

(4) In subsection (b), insert “or chapter 5”7 after “this
chapter” and strike out the word “finance”. v

(5) In subsection (g), after “this chapter”, insert “or chapter
4 or 5 of this title”, and insert after “consumer loan” a comma
and “consumer lease”.
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CONFORMING AMENDMENT

Sec. 5. The table of chapters of the Truth in Lending Act is
amended by adding at the end thereof the following:

“5, Consumer Leases 1817,

EFFECTIVE DATE

Sec. 6. This Act takes effect one year after the date of its enactment.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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Mrs. Knauer, distinguished Members of the

_ Congress:: o : R
"This is a very, very important day for all

American consumers of every persuasion, of every race,

of all ages., It is important because with my signing

of the two bills before me the Administration reconfirms

its commitment to equal opportunity.

It also underscores our desire to make Govern=-
ment far more responsive to the needs of the American
consumer, and I indicate my appreciation to the Members
of the House, as well as the Senate, for their cooperation
in this regard.

The equal opportunity amendments and the Con~-
sumer Leasing Act reflect our joint determination to
" achieve goals of fairness and equality in a broad
range of business transactions, transactions which millions
of American consumers engage in every day of every year.

Last November I spoke out deploring discrimina-
tion against Americans that might arise from foreign boy-
cott practices. At that time, I also voiced my firm
support fer the amendments to the Consumer Credit Protection
Agency, which would bar such discrimination.

The Consumer Credit Protection Act already on the
books prohibits credit discrimination based on sex and
marital status. The amounts that I am signing today broaden
the act to prohibit credit discrimination on the basis of
race, color, religion, national origin and age.

MORE
(OVER)
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The other bill that I am signing today, the
Consumer Leasing Act of 1976, also broadens consumer
protection., It amends the 1968 Truth in Lending Act
to extend to lease contracts, the disclosures and pro-
tection requirements now imposed on credit transactions.

With the rise of consumer leasing of automobiles
and other equipment as an alternative to installment
buying, this measure meets a very real need.

I am delighted to sign both bills today, and I
congratulate the Members of Congress, both Democrat and
Republican, for their working with us on this project.
The bills add to a growing list of steps that we have
taken in the last year to help give all consumers a far
fairer shake, to make our country far more equitable and
a more just place for all Americans to live,

I thank the Members of Congress, and Mrs. Knauer,

for being here on this beautlful day in the Rose Garden
for this occasion, S

END (AT 2:12 P.M, EST)





