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ADVERTISING CONSUMER LEASING ON RADIO
Effective July 1, 1995, Iowa law became in compliance with federal law allowing for streamlined disclosures for the radio advertising of consumer leases.  In April 1995, Iowa Governor Terry Branstad signed into law S.F.175, a bill championed by the Iowa Broadcasters Association making it easier to advertise leasing on the radio. How? …By allowing advertisers to refer consumers to toll-free phone numbers or written advertisements for complete leasing term disclosure.

The following are some guidelines for the implementation of the radio ad leasing law:

WHAT KIND OF ADVERTISING IS AFFECTED BY THIS LAW?

The disclosure regulations apply to more than car leasing spots, they apply to radio advertising for the lease of any personal property (e.g. cars, furniture, appliances, boats) which is more than four months in duration and which contain a contractual obligation (including non-refundable downpayments) which does not exceed $25,000.

Excluded are leases for agricultural, business or commercial purposes, or to a government, government agency or instrument, or an organization.  Disclosures need not be made in advertisements for real estate leases, or for personal property leases which are on a week-to-week basis and can be terminated in fewer than four months.

WHAT ARE THE GENERAL DISCLOSURE REQUIREMENTS REQUIRED BY LAW?

If one of the "triggering terms" (see below) is mentioned in a consumer lease spot, the Consumer Leasing Act (contained in 15 U.S.C. 1667c) requires that the following information be disclosed to the consumer in a "clear and conspicuous" manner:

1.  that the transaction 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 s the case;

3.  the number, amounts, due dates or periods of scheduled payments;

4.  the total of payments under the lease;

5.  if applicable, 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;

6.  a statement of the amount or method of determining the amount of any liabilities the

      lease imposes on the lessee at the end of the term; and

7.  whether or not the lessee has the option to purchase the leased property and at what

      price and time

HOW DOES THIS DISCLOSURE ACT SIMPLIFY ADVERTISING LEASES ON THE RADIO?
Under the disclosure act, you can refer consumers to alternate means...like a toll-free telephone number or written advertisement... for complete information on all of the above seven disclosure requirements.  Now, under this law, if a radio spot for consumer leasing contains one of the "triggering terms,” the spot must "clearly and conspicuously" disclose only the following:

*  that the transaction is a lease;

*  the amount of any payment required at the inception of the lease or that no such

    payment is required, if that is the case;

*  the number, amounts, due dates or periods of scheduled payments;

*  the total of payments under the lease; and

*  a reference to a toll-free phone number or written advertisement where consumers                                                              

     may obtain all seven disclosures required by law

Examples of radio disclosures which appear to meet the statutory requirements include:

    "Lease for $1,000 down and $300 a month for a total of $10,800.  Call 555-CARS

     for more information."                                      

    "Our no money down, 24 month lease will cost you just $1,200.  See Sunday's Des

      Moines Register for details."

   "Call 1-800-QUIKRENT for the scoop on our monthly lease program.   Just $500                                                                                                         

     down an total payments of $7,200."

OTHER REQUIREMENTS...

When referring listeners to a toll-free number, the advertiser must establish the number no later than the broadcast date of the spot referencing the number.  The number must be maintained for at least 10 days from any and all dates on which the spot airs.  The required disclosure information must be made available in writing upon consumer request.

When referring listeners to a written advertisement, the spot must give the name of the publication in which the ad appears as well as the publication date(s).  The publication must be in general circulation in the community served by the radio station, and the ad referenced in the spot must appear no earlier than three days before and no later than ten days after any broadcast of the spot.

HOW DO I KNOW IF DISCLOSURE REQUIREMENTS APPLY TO MY LEASING SPOT?

As mentioned, there are certain pieces of information or "triggering terms" that signal the need for leasing disclosure requirements.  Once a "triggering term" is mentioned in a consumer leasing ad, then all the required disclosures must be made...therefore it is important to recognize the "triggering terms." 

Consumer leasing advertising must follow disclosure laws if it mentions any of the following:

·  the amount of any payment

·  the number of required payments, or...

·  that any or no downpayment or other payment is required a the inception of the lease.

Examples of "triggering terms" that would signal the need for disclosure include:

    "Pay a mere $128 a month"

    "$133 a month...36 month lease"

    "Low monthly payments on our four-year auto leases"

    "Lease now and make no payments for three months"

    "Only a small downpayment"

     "Leave your pocketbook behind and lease a car today"
Some statements which DO NOT trigger the required disclosures are:

    "Low monthly payments"

    "Lease for less than it costs to buy"

    "We lease to anyone"

    "Lease today and drive it away"
WHAT IF A SPOT AIRS WITHOUT DISCLOSURES?

The FCC has stated that it is against a licensee's public interest obligations to air programming which misleads the public.  A spot failing to make all the required disclosures could fall into that category, so stations need to ensure that leasing spots contain all the necessary disclosures.  Broadcasters also need to be able to demonstrate that the level of consumer information and protection remains consistent under this arrangement.   Be sure to check with legal counsel when in doubt! 

AN EXAMPLE OF RADIO COPY MEETING THE REQUIREMENTS:

"So what do you see when you picture yourself in the drivers seat of your dream car?  Sleek styling, plush leather seating?  Sounds an awful like a Lexus doesn't it?  We thought so too.  Here at Acme Lexus we have the lease rates that will turn your dream of driving a Lexus into a reality.  For only $400 a month you can lease a Lexus sports coupe, so don't deny yourself any longer.  For complete lease terms, see the Lexus ad in the

June 1st Des Moines Register or call 1-800 GO LEXUS.  Then stop by and talk to us at Acme Lexus 123 1st Street in Des Moines."  

Announcer:  "$2,000 non-refundable downpayment required on 36 month lease with total payments of $14,564."

HOW ARE TV AND NEWSPAPER AFFECTED BY THE LAW?

They're not.  The simplified advertising leasing disclosure law applies only to radio.  All general disclosure requirements are still in effect for TV and print.  On TV, these disclosures can be made aurally or visually.  Disclosures must be made "clearly and conspicuously," meaning the information must be legible and understandable.  

This joint memo courtesy of the NAB, RAB and Iowa Broadcasters Association is intended to serve as source of general information on the legal issues surrounding the enactment of the Radio Ad Leasing Disclosure bill.  Any advertiser or broadcaster seeking information on how the principles apply to their specific circumstances should seek legal counsel.
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