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Lease Advertising Under Regulation M 
By Rob Cohen, Esq. 
 
 
The availability of favorable leasing programs has resulted in dealers advertising more 
leases than in the past. Unfortunately, dealers (and even some manufacturers) often fail to 
include proper lease disclosures in advertisements. This article will explain the basics of 
closed-end lease advertising under federal law (Regulation M). 
 
Note: Since dealers generally do not offer open-end leases, I will not discuss the 
additional disclosure requirements associated with those types of vehicle leases. 
 
Basic Disclosures 
 
Lease advertising, like finance advertising, is all about trigger terms. If you advertise 
either a monthly payment or anything about the drive-off (e.g., cap. cost reduction, 
security deposit, “no down payment”, etc.) then this triggers the need for the following 
additional disclosures: 
 

1. Clearly identify the transaction as a lease (e.g., “Lease for”); and 
 

2. State the number, amounts and period of scheduled payments (e.g., “$399 per 
month for 39 months.”); and 

 
3. State the total amount due on or before delivery (e.g., “$999 total amount due at 

lease signing”); and 
 

4. State whether or not a security deposit is required (e.g., “(no security deposit 
required).”). 

 
[Reference: 12 CFR § 213.7(d)] 

 
Put them all together and you get a good closed-end lease disclosure:  
 

Lease for $399 per month for 39 months. $999 total amount due at 
lease signing (no security deposit required).” 

 
All of the above disclosures must be clear and conspicuous. Also, be aware of the “equal 
prominence rule.” This aspect of federal law says if you state anything at all about any 
component of the drive off, such as “no down payment,” then you MUST disclose, in 
equal print size and immediately adjacent to the statement, all the amounts that are 
required at time of delivery, such as first payment, license, security deposit, etc. (12 CFR 
§ 213.7(b)(1)) 
 
Leasing & Rebates 
 
Recall that the law requires dealers to disclose the total amount of the drive-off required 
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to initiate the lease.  Problems can occur when a dealer attempts to automatically include 
a manufacturer rebate into the drive-offs, without making appropriate disclosure. 
 
Let's say we have a lease for which the total drive-off is $3,500.  A $2,000 factory rebate 
is also available.  In my opinion, it is misleading to advertise “Total to start $1,500” when 
in fact the dealer requires the $2,000 rebate be applied to the amount due at lease signing. 
 
A recommended way to disclose the drive-off would be:   
 

$1,500 cash or trade equity from customer, plus $2,000 factory 
rebate equals $3,500 total due at lease signing. 

 
“Sale Prices Exclude Leases” 
 
I often see this disclaimer in ads but recommend against it.  In the past, law enforcement 
in California has indicated that they consider leases to be nothing more than continuing 
purchases and, therefore, (depending on the law in your state) the duty to sell at an 
advertised price may apply to leasing as well.  Also, I have heard the argument that 
switching people from an advertised purchase deal to a more lucrative lease could be a 
form of bait-and-switch. 
 
Ultimately, I just recommend dealers use the advertised selling price as the “agreed upon 
value” of the vehicle on a lease contract in order to avoid problems in this area. 
 
Note:  There is one possible exception in cases where the manufacturer is offering dealer 
cash on a purchase but not on a lease.  In these limited circumstances it may be 
permissible to use this disclaimer.  However, the dealer should be prepared to justify a 
higher price by showing proof of a factory-to-dealer incentive program for purchases that 
does not exist on leases. Be sure to check the laws in your state on this one. 
 
Quoting Lease Payments 
 
I know of a problematic practice whereby a customer is closed on a lease payment and a 
“downpayment” only to discover in finance that the downpayment was just a portion of 
the total amount due at lease signing (i.e., the cap. cost reduction).  Due to potential 
unfair business practices claims, I discourage the use of the term “downpayment” with 
respect to leases.  I believe a best practice is to always quote the total amount due at lease 
signing. 
 
State Law 
 
It is important to note that state law may impose additional obligations.  For example, 
California imposes the following additional disclosures for all lease ads:  
 

1. The mileage limit after which excess mileage charges will accrue and the charge 
per mile (e.g., “39,000 total miles for lease term, 15 cents per excess mile.”; and 
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2. The statement:  “Plus tax and license” or a substantially similar statement, if 
amounts due for use tax, license fees, and registration fees are not included in the 
payments. 

 
Credit Qualifier 
 
This is not required under Regulation M but very important nonetheless.  As with all 
finance offers, be sure to include a prominent credit qualifier in any lease ad.  For 
example, the simple statement “on approved credit” will properly qualify most lease 
offers.   
 
Toll-free Number Misconception  
 
Dealers and attorneys alike often have the misconception that a toll-free number can be 
used in radio and television in lieu of all the disclosures. This is simply not true.  What is 
true is that a toll-free number where customers can get the required disclosures can be 
used to avoid only two disclosures, one of which is for open-end leases and the other is 
the amount or non-existence of a security deposit.(12 CFR § 213.7(f)(1))  Again, since 
dealers do not generally advertise open-end leases, a toll-free number really would only 
save a dealer from having to mention a security deposit (hardly worth the trouble). 
 

 
 
Rob Cohen is an attorney and the president of Auto Advisory Services, a leading compliance 
consulting company with a client base of nearly 500 dealerships. Rob developed a strong 
background inside dealerships by working as a car salesman and doing F&I during law 
school. Rob is the past-president and a founding director of the National Association of Dealer 
Counsel (NADC) and is an accomplished author, speaker, and trainer on dealer compliance-
related matters.   
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