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FISCAL NOTE FOR PROPOSED RULES
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Legislztive Pule Pertaining o the Test Virginia CornoiTer

¢ _Legislative

Goods Fental Protection 2ot

Interpretive Frecedural

Attorney General

Antitrust & Consumer Protection Divisicn

812 Cuarrier Street, Sixth ~loor

Charleston, West Virginia 23301

1. Effect of Proposed Rule

ESTIMATED TOTAL $ $ $ $ $ i
COST 5 3 A |
PERSONAL SERVICES 0 0 0 7 ‘
CURRENT EXPENSE 0 0 0 0 A
REPAIRS &
ALTERNATIONS 0 0 0 0 G
EQUIPMENT 0 0 0 9 s
OTHER 0 5 0 0 0 i
2. Explanation of above estimates:
Mo effect on budget.
3. Objectives of these rules:

To set methods for determining "retail value” which is ler

factor in requlation of rent—-to-own transactions and eszabl.

standards Inr notices and disclosures recguired by statute.

DA




Rule Title: Tegisletive Rule Zertalning o the Jest Vircinia

Consumer Goods Rental Protection Mot.

4. Explanation of Overall Economic Impact of Proposed Rule.
A. Economic Impact on State Government.
Hone.
B. Economic Impact on Pelitical Subdivisions; Specific

Industries; Specific groups of Citizens.

Slicht increase in administrative cost for rent-to-own
dealers.

C. Economic Impact on Citizens/Public at Large.

mone.

Date: J;U;Qqq / éf}fiﬁ?

Signature of Agency Head or Authorized Reprensentative
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DATE:

TO:

FROM:

LEGISLATIVE RULE TITLE:

l.

Authorizing statute(s)

§462-7-102(e);: §46A-€-103 .

mugust 16,

-

293

LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

DOnali L. Tarliing, Circctor zaznd Zenior DTepnuty
cIifi of the ILttorney General, Consulor Trotec
Legislative Rule Pertaining To The ¥est Virginia

CCHSULEE LoUls Rentadl
citation 7,

FLoTeCltTtlOll ACT

Va. Code S463-3-10:

a.

Date filed in State Register with Notice of Hearing

Julv 15, 1993

what other notice, including advertising, did you give
of the hearing?

Copv _0of rule gent bv US Mail fo Roger Shara, David llcMahon,
B. Terrance Rogers and Ronald D. DeMoss in their caracities
as revresentatives of dealers or consumers.

Pate of Hearing(s)__lic hearing was held. Only &

comment period was provided

attach 1list of persons whoe appeared at hearing,
comments received, amendments, reasons for amendments.

Written comments attached
No comments received

Attached /

Date you filed in State Register the agency approved
proposed Legislative Rule following public hearing:
{be exact)

cugust 16, 1993

Name and phone number(s) of agency person(s) to

contact for additional information:

Donalgé L.. Darling - 558-8986




If the statute under which you promulgated the submitted
riuales requires certain findings and determinations to be
made as a condition precedent to their promulgation:

a. Give the date upon which you filed in the State
Register a notice of the time and place of a hearing
for the taking of evidence and a general description
of the issues to be decided.

Tot azpplicable

b. Date of hearing:

¢. On what date did you file in the State Register the
findings and determinations required together with the

reasons therefor?

d. Attach findings and determinations and reasons:

Attached




TITLE 142
LEGISLATIVE RULE
ATTORNEY GENERAL -

SERIES 22
LEGISLATIVE RULE PERTAINING TO
THE WEST VIRGINIA CONSUMER GOODS
RENTAL PROTECTION ACT

SUMMARY OF RULE

This rule is intended to implement the provisions of the West
Virginia Consumer Goods Rental Protection Act. The rule defines
certain terms. The key feature of the rule is the establishment
of a formula or method for establishing retail value. Retail wvalue
for a consumer good subject to a rent-to-own agreement is the
linchpin of the regulatory structure as the maximum charge
allowable under a rent-to-own agreement is fixed at 240% of retail
value. Alternative methods for ascertaining retail value are set
cut. Additionally, requirements and formats for mandatory
disclosures for price tags, written agreements, telephone
communications and advertisements are established. A format and
language for required notices for termination and right of
reinstatement are established. The final provision of the rule
addresses the transfer of warranties from dealer to consumer at the
successful completion of a rent-to-own agreement.




FILED

LEGISLATIVE RULE '
ATTORNEY GENERAL Rus 16 32 PK 83

1 H
SERIES 22 SECRETARY OF STATE
LEGISLATIVE RULE PERTAINING TO
THE WEST VIRGINIA CONSUMER GOODS
RENTAL PROTECTION ACT

§ 142-22-1. General.

1.1. Scope. =-- This Rule relates to the regulation of rent-
to-own agreements under the West Virginia Consumer Goods Rental
Protection Act, W. Va. Code §§ 46A-1-101 et seqg. and consumer
credit sales under the West Virginia Consumer Credit and Protection
Act, W. Va. Code §§ 46B-1-1 et seq.

1.2. Authority. -- W. Va. Code § 46a-6-103, W. Va. Code §
46A-7-102(e), and W. Va. Code § 46B~-3-10.

1.3. Piling date. --
1.4, BEffective date. --

1.5. Penalties. -- Zxcept as otherwise indicated, a viclation
of this rule constitutes a violation of the West Virginia Consumer
Goods Rental Protection Act.

1.6. Construction. -- This rule shall be liberally construed
to protect consumers pursuant to the West Virginia Consumer Goods
Rental Protection Act and the West Virginia Consumer Credit and
Protection Act.- '

1.7. Severability. -- If, for any reason, any section,
subsection, sentence, clause, phrase, or provision of this rule or
the application thereof to any person or circumstance is held
uncenstitutional or invalid, such unconstitutionality or invalidity
shall not affect other sections, subsections, sentences, clauses,
phrases, or provisions or its application to any other person cor
circumstance, and to this end each and every section, subsection,
sentence, clause, phrase, or provision of this rule is hereby
declared severable.

§ 142-22-2. Construction.

2.1 ‘"Transaction Definitions"” -- The definition of "rent-to-
own agreement" in the West Virginia Consumer Goods Rental
Protection Act [§ 46B-1-5(17)] and the definition of "consumer
credit sale" in the West Virginia Consumer Credit and Protection
Act [§ 46A-~1-102(13)] shall be construed so that every transaction




is either a "consumer credit sale" or a "rent-to-own agreement” if
the subject matter of the transaction is perscnal property which
is to be used for personal, family or household purposes, and if
a natural person who is not in the business of selling or otherwise
dealing with such goods is acquiring rights to ownership of the
goods by paying over time, and if such natural persons has the
right to use or possession of the property before all payments are

made.

2.2. "Consumer" -- To be a consumer for the purposes of the
definition of "consumer" in the West Virginia Consumer Goods Rental
Protection Act [§ 46B-1-5(2)], the consumer does not have to have

entered into a rent-to-cwn agreement.

2.3. "Financial Organization" =~-~ The term "financial
organization in the West Virginia Consumer Goods Rental Protection
Act [§ 46B-1-5(8)], is limited to banks or savings and loan
associations.

2.4. "Price" -- The term "price" in the disclosure provisions
of the West Virginia Consumer Goods Rental Protection Act [§ 46B-
3-7(¢)(4)] means the amount cf the periodic payment.

2.5, "Increased Periocdic Payments" -~ The prohibition in the
West Virginia Consumer Goods Rental Protection Act against charging
a fee other than a fee specifically allowed by the code at the time
ownership of the goods passes to the consumer [§ 46B-3-8(2)] means
that a rent-to-own transaction is prohibited from having cne or
more periocdic payments either at the end of the transaction or at
any time after the first regular periodic payment which is larger
than any other periodic payment.

2.6. "Limitation on Re-Signed Agreement" -- The limitation
on the total of payments in any rent-to-own transaction in the West
Virginia Consumer Goods Rental Protection Act [§ 46B-3-9(d)] means
that the total of payments of a rent-to-cwn agreement between the
same consumer, or one of the same consumers, and the same dealer,
or the dealer's successor, for the same goods as in a previous
agreement shall not be greater than A) The unpaid total of payments
for the previous transaction; plus B) Any other charges due as
lawfully provided by the previous agreement and unpaid; plus C) The
amount of one additional periodic payment as provided in the
previous agreement.

§ 142-22-3. Formula or Method for Ascertaining Retail Value.
3.1. General. --~

3.1.1. Retall wvalue does not include any applicable
sale, use, privilege, excise or documentary stamp taxes payable
upon the transfer of such goods.

-2




3.1.2. "Market area” means the geographic area around
the dealer's place of business at which the dealer enters into
rent-to-own agreements with consumer from which consumers usually
travel for the purpose of doing business with a dealer or other
retailer of consumer goods and shall be presumed to include the
county in which the dealer is located and any contiguous counties.

3.2. "Retail wvalue" may be established by any o©f the
following metheods; provided, however, a transaction, etc.,
establishing retail value must have occurred no more than six (6)
months prior to the determination of retail value used in a rent-
to-own transaction:

3.2.1 New and Used Goods; &aActual Sales -- The retail
value of new and used gcods may be established as the price at
which goods of substantially similar quality and substantially
similar features changed hands in a bona fide retail sale between
one or more willing sellers and willing buyers in the normal course
of business of the seller. The proof may come from only one
seller, but the goods must be scld to more than one buyer.” The
seller or sellers, and the buyer or buyers, must not be a person
related to a dealer or to an individual who is related to a person
related to a dealer. The transaction must take place in the same
market area in which goods to which the retail wvalue is assigned
are marketed. The buyer must have paid with cash or a check and
not a credit card.

3.2.2. New Goods; Mark Up ~- The retail wvalue cf new
goods may be established by multiplying the manufacturer's charge,
including freight, to the dealer by the following percentages and
adding that amount to the manufacturer's charge:

For kitchen and major appliances: 30%
For electronics: 35%

For furniture: 40%

For jewelry: 45%

Por other household goods: 40%

In order to use this method no rebates, discounts, incentives or
other wvalue may be received from the manufacturer by the dealer
must be deducted from the manufacturer's charge.

3.2.3. New Goods; Catalogues -~ The retail value of
goods may be established by the use of a current catalogue of .a
seller who is not a person related to a dealer or an individual who
is a person related to a dealer, as the term "person related to"
is defined by the West Virginia Consumer Goods Rental Protection
Act [§ 46B-1-5(13)]. However, such a catalogue may only be used
if the seller's current catalogues are approved by the attorney
general as a seller who makes substantial sales for cash and not
for payment over time by credit card or otherwise.

-3-




3.2.3.1. Any dealer may apply to the attorney
general for approval of such a catalogue for use by that dealer. .
The attorney general may regquire reasonable data from the applicant
with regard to such regquest for approval. The attorney general
must act upon such reguest within a reasonable time in light of the
data supplied by the applicant, availability and difficulty in
obtaining data, and the reguested applicability of use of the
seller catalogue. An epplicant may request a hearing on the
attorney general's initial denial of such application. Such a
request for hearing shall be a contested case for the purposes of
chapter 29A c©f the Code of West Virginia.

3.2.4. Used Goods; Book Value -- The retail value of
used goods may be established by the use of publications which are
generally distributed and used and generally relied upon by persons
and organizations other than rent-to-cown dealers as stating fair
market wvalue. Used gocds shall not have a retail value greater
than the retail wvalue assigned to that item when the item was

affered as new.

3.2.5. Used Goods; Depreciation -- The retail valus of
used goods may be established by using straight line depreciation
of the goods over eighteen months of actual rental based on a
retail wvalue established as allowed by this rule or the West
Virginia Consumer Gocds Rental Protection Act.

3.3. Record Retention -- A dealer shall keep sufficient
records tc document the retail value of any gecod. The type of
records to be kept shall be dependent on the method adepted to
determine retail value. All such records shall be retained for the
period of time any good is owned by the dealer whether or not the
good is the subject of a rental agreement. All such records shall
be subject to inspection by any member of the public during the
dealer's regular business hours. Records of a manufacturer's
charge under 3.2.2 shall be a manufacturer's document. The methcds
set out in §§ 3.2.2, 3.2.3, 3.2.4, and 3.2.5 may be used until the
attorney general, after a contested case pursuant to Chapter 282a
of the West Virginia Code or other appropriate judicial
determination, disapproves this method because of disparity of the
results of one of the aforesaid methods for determining retail
value as compared to retail value as established by the actual
sales method in § 3.2.1.

§ 142-22-4. Disclosures.

4.1. General -- All disclosures required under the West
Virginia Consumer Goods Rental Protection AaAct shall be clearly
communicated and conspicuously placed so as to be reasonably
undexrstandable and, if in writing, legible. The disclosures in a
rent-to-own agreement should appear on the page where the signature
of the consumer is to be signed and such disclosures should be

grouped together.
—4_
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4.2, PFormat of Disclosures --

4.2.1. Rent-to-0Own Agreements and Price Tags ~- A
disclosure to be contained in a rent-to-own agreement or price tag
shall be in substantiezl compliance with the following format and
language:

1. TEIS ITEM RENTS FOR $ PER , -
(Periodic Payment)

{Rental Period)

2., YOU CAN OWN THIS ITEM IF YOU RENT IT FOR

(Total No. Rental Periods)

3. IF YOU RENT THIS ITEM FOR THE FULL TIME TO OWN

IT YOU WILL PAY A TOTAL OF _ (PLUS
(Total ©f all Payments)

ANY ADDITIONAL TRANSFER CHARGES SHOWN IN THE WRITTEN
AGREEMENT) .

4. THE RETAIL VALUE (CASH SALE PRICE IN THIS AREA)

QF THIS ITEM IS & . THE BALANCE OF
(Retail Value)
TOTAL OF PAYMENTS SHOWN IN NO. 3 ABOVE, IN THE AMOUNT OF
$ r IS THE RENT-TO-OWN CHARGE OR
(Rent-To~-Qwn Charge)

AMOUNT YOU WILL PAY MORE THAN RETAIL VALUE TO OBTAIN
OWNERSHIP THROUGH A RENT-TO~0OWN AGREEMENT.

5. THIS ITEM IS ( ) NEW

( ) PREVIOUSLY RENTED
OR OTHERWISE USED

6. THE TOTAL OF ALL FAYMENTS SHOWN IN NO. 3 OF
$ MAY NOT BE MORE THAT 2.4
(Total No. of all Payments)
TIMES THE RETAIL VALUE OF $

(Retail Value)

Disclosures contained in the rent-to-cwn agreement shall be larger
in type size than 90% of the printed matter in such agreement.
Disclosures in a price tage shall all be of an equal size.

4.2.2. A separate disclosure shall be required for each
good or item which is the subject of a rent to own agreement. When
multiple goods or items are the subject of one rent-to-own
agreement the disclosure made in the body of this agreement may ke
an aggregate of the values for all goods covered, PROVIDED that the

-5-



individual price tag disclosure for each individual item (or a
copy) be attached to and become a part of the rent-to-own
agreenmnent.

4.3. Advertisements --

4.3.1. Printed advertisements mentioconing price shall
contain disclosures in the format and language set forth in § 4.2.1
of this rule,. - -

4.3.2. Radioc and television advertisements mentioning
price shall c¢ontain all required disclosures which shall be
communicated crally in a reasonably understandable manner for the
average hearer of the advertisement. Television advertisements may
contain only printed disclosures if conspicuocusly displayed for a
reasonable period of time which would allow a persen cof average
ability to read the English language to read and comprehend the
disclosures,.

4.4, Telephone communications --

4.4.1. A dealer shall make all disclosures reguired by
W. Va. Code § 46B-3- 7(b) in any "telephone communication with a
potential customer."

4.4.2. For purposes of this rule, a ‘'"telephone
communication with a potential customer" _means a telephone
conversation:

4,4.2.1. Initiated by the dealer for the purpose
of soliciting the consumer to enter into a rent-to-own transaction
with the dealer dJduring which a price for a SpeC.'LflC item is
discussed; or

4.4.2.2. Initiated by the consumer for the purpose
of inguiring about a rent-to-own transaction during which the price
for a specific item is discussed. 2 dealer's obligation to make
the disclosures required under this subsection shall be deemed
satisfied, if, after the dealer offers to provide or attempts to
provide the disclosures, the consumer affirmatively states than he
or she does not wish to hear the disclosures; provided, however,
that if the consumer subsequently reguests the disclosures, the
dealer shall provide them.

§ 142-22-5, Termination Notice.

5.1. A dealer's notice to terminate a rent-to-own agreement
shall be in substantial compliance with the following format and

language:




NOTICE OF TERMINATICON AND
NOTICE OF RIGHT TO REINSTATE

You have failed to make your payment(s) due on
Your rent-to-own agreement will

terminate seven days from your receipt of this notice.
You have failed to make your payment(s) in the total
amount of § .

A.late charge of § has been added to
the amount you owe under your rent-to-own agreement.

You may veluntarily surrender possession of the
goods rented under your rent-to-own agreement by making
them available to the dealer at the place where the goods
are located.

NOTICE OF RIGHT TO "REINSTATEMENT"
OF YOUR RIGHT TO OBTAIN OWNERSHIP OF GOODS

You have been using item(s) which you got from a
rent-to-own dealer. The rent-to-own agreement gave you
the right to own the item(s) if you paid all of the
pericdic payments. Now you may have returned the item(s)
to the dealer (or the dealer may have picked them up or
repossessed them from you), or you may just be behind on
the payment and the dealer is seeking payment or return
of the goods.

You may have the right to "reinstate" the agreement
even though the dealer has the item(s) back. This means
you can pick up making the payments where you left off.
The dealer will return possession of the item(s) to you.
{If the dealer has already rented the item(s) you had to
someone else, the dealer must give you goods that are the
same or better than what you had before.) 2and, you will
have the same right to eventually own the item(s), if vyou
finish the terms of the agreement, that you did before.

You have 60 days from the last day of the last
rental period for which you made a payment (90 days if
you have paid 40% or more of the payments) to go to the
dealer and “"reinstate" the agreement. If the dealer has
had to repossess or has tried to repossess the goods two
time in the past, the dealer does not have to let you
reinstate.

If you want to "reinstate" the agreement and obtain
ownership of the goods, you only have to go to the dealer
and do the following: o




1) Pay the dealer any payments that have
come due which you have not paid, but only 1if
those payments are due for periods of time
when you actually had the item(s) in vyour
possession; and

2) Pay the dealer any other fees provided
in the written agreement which have becocome
due, but have not been paid; and

3) Pay the dealer a reinstatement fee of
not less than $5.00 if that £fee is in the
written agreement and i1f the dealer has
possession of the item(s).

5.2, A dealer's notice to terminate will be effective for
purposes of the seven-day notice period upon actual receipt by the
consumer. However, the seven-day notice period is to be calculated
exclusive of the day of its receipt. The burden of establishing
actual receipt shall be on the dealer, PROVIDED that notice made
by regular mail shall be presumed to have been received on the
third day following its mailing.

£ 142-22-6. Transfer of Warranties.

6.1. At such time as maintenance of the goods becomes the
responsibility of the consumer through a transfer of ownership or
otherwise, the dealer shall advise the consumer of any
manufacturer's or supplier's warranty that may apply to the gcods
and any details regarding the warranty and the transfer of the

warranty.
6.2. A dealer may comnply with subsection 6.1 by:

6.2.1, establishing that the consumer has a copy of the
manufacturer's warranties;

6.2.2. providing the consumer with a written notice that
any remaining manufacturer's warranties are transferred to the
consumer, if permitted by the terms of the warranties;

£.2.3. providing the date(s) on which the warranties
commenced; and

£.2.4., offering to answer any guestions the consumer may
have concerning the warranties.




TITLE 142
LEGISLATIVE RULE
ATTCORNEY GENERAL

SERIES 22
LEGISLATIVE RULE PERTAINING TO
THE WEST VIRGINIA CONSUMER GOOCDS
RENTAL PROTECTION ACT

COMMENTS RECEIVED DURING COMMENT PERICOD

Four written comments were received during the public comment
period:

1. Roger Sharp, on behalf of rent-to-own dealers, submitted
a two=-page letter, which voiced general dissatisfaction with the
proposed rule but failed to mention specific provisions which were
deemed troublescme or suggest changes, deletions or additicnal
provisions to cure any perceived problems with the rule.

2. David McMahon, of West Virginia Legal Services, submitted
six (6) pages of comments and a twenty-four (24) page excerpt of
published mark-up margins. The comments were breoad-ranging,
addressing all but one substantive section of the rule. The
suggested changes in language were to close perceived loopholes in
the rule. .

3. Henri L. Van Dam, of RTO, Inc., expressed general
dissatisfaction with the rule but offered no specific changes,
deletions or additions.

4, Ronald D. DeMoss, of Rent-A-Center, expressed general
dissatisfaction with the rule but offered no specific changes,
deletions or additions.

No reply was made to either of the written comments.




Don Darling o : §-2-93

Attorney General's Office S

812 Quarrier Street,6th Floor -~ - - -

Charleston, W.V. 25301 , _ Ref: RTO Rule
pertaining to RTJ Act

Dear Don,

I am sorry but my schedule will not permit me to meet with you concerning
the proposed rute before the 8-14 deadline.

[ am taking this opportunity to comment on the rule. Please formally submit
these comments in your report on this rule.

After thoroughly reading the rule and fislding several complaints regarding
the rule from R70 dealers, I find the rule to be very Topsided in its position
against the RTO industry. As president of the Association I must do what is best
for the Association in regards to this rule.

Members of the Association have instructed me to urge the Rules committee to
reject this rule. _ ) ]

The rule as written wiil undo everything that the law has accomplished. The
rule is more than RTO dealers can bear and stay in business.

You know very well that if RTO goes rent-fo-rent the law and the rule become
worthless. They will be nothing more than ink taking up space on sheets of papsr.
That means the Jegacy of the rule will be to make the law worthiess. I do not believe
the lawmakers will allow that to happen. I don't think that is what you want to
happen. But that is what will happen if this rule is put forth.

RTO dealers have made 211 the sacrifices to date. RTO dealers have made all the
changes. RTO dealers have born the full expenses of the new law. No one elszs is
out any money because of the Taw. RTC dealers have made the effort to comply and
Tive with the new Taw.

But if you add this rule o the Taw, it will be impossible for RTO dealers to
comply no matter our effort. Instead the effort, I am sure will be to take the_ RTO
business out from under the realm governed by the RT0 Act. It can be done very easiiy.

It i3 not tnhe industry's wish to make the RTO Act worthless. It will, however,
be the only opticn left to those dealers who wish to remain in business, '

[ do not want to see the Taw, our working relationship, and the willingness
of the indusiry to werk under the Taw to come crashing down. A situation wnere 2]l
the parties will be fighting again. I hope you don't want to see that either.

The only way to prevent that is fo reject this rule. You must come up with
another alternaztive in order to save what has beem gained for the consumers.




I Took forward to hearing from you about other alternatives.

Only you 2t this time have the power and authority to save the RTO Act and

all that it represents. Only you can keep all parties working togetner to maintain
the protections provided to the consumer. Only you can preserve the tax base gener-
ated by the RTC industry.

It 217 depends upon what you decide to do with this rule.

As for me T will work hard to convince the Rules committee io reject this rule.

Sincerely,

ResThe 0

P.5. I request to be notified of ANY meeting concerning this rule. I wish to
testify at any such meeting that determines the acceptance or rejection cf
this rule.




COMMENTS ON
LEGISLATIVE RENT TO OWN RULE
FILED JULY 15, 1993

Submitted by:
David B. McMahon
West Virginia Legal Services Plan
1033 Quarrier Street, Suite 700
Charleston, West Virgmia 25301

Section 2.1 -- Transaction Definitions.

This is a good rule to promulgate to avoid circumvention or evasion of all
consumer protection statutes.

Section 2.2 -- "Consumer"

This is a good clarification of the statute.
Section 2.3 -- "Financial nization"

This definition was the intent of the legislature. This is a good rule to
promulgate. ,

Section_2.4 - "Price"

The statute uses the term "price” at West Virginia Code 46B-3-7(c)(4). The term
"price" is not used or defined anywhere else. It is beyond dispute that the low amount
of the periodic payments is the principal attraction of rent-to-own transactions to
consumers while the further disclosure are the true cost of obtaining ownership. The
provision of the Code that allows the dealers not to have to make disclosures on all of
their advertisements was designed to avoid placing an unnecessary burden on the
industry. Therefore the statute does not require disclosures in an advertisement when
mention of the most attractive figure to consumers is not made. That is why "price”
must mean "periodic payment." It would not make sense for the statute to require the
reverse. And if the term "price” would be interpreted any other way, this would allow
the industry to totally avoid advertising disclosures. The effect of this would be to
deprive consumers of all advertising disclosure duties under the Act by use of a term in
the provision of the Code which was meant as a concession to the industry.

Section 2.5 -- "Increased Periodic Payment”

The Attorney General is specifically authorized to promulgate rules to prevent the
circumvention or evasion of the statute. The provision of the statute quoted in the Rule
is to prevent balloons. An unscrupulous dealer should not be allowed to have a balloon
in its agreements by calling a balloon a different name -- an increased periodic payment.
'Ehhjs is therefore a good rule to promulgate which prevents circumvention or evasion of

¢ statute,




First, I believe there is a typo. This is a limitation "on," not a limitation "of" re-
signed agreements.

This, again, is a good rule to prevent circumvention or evasion of the statute.
The statute was designed to place a cap on the total of payments that can be charged in
rent-to-agreements.  If that provision can be circumvented by simply switching
paperwork on essentially the same transaction, then the cap will have little meaning.
This re-signing generally occurs when a consumer gets behind in payments. Therefore,
this rule which allows the rent-to-own dealer to charge one additional payment in a re-
signed agreement, prevents circumvention of the statutory cap while giving some fair
remuneration to the dealer for the use of the dealers goods for the period for which a
periodic payment is not made,

Section 3.2.1 -- Retail val
See below for specific comments on specific methods.

Aside from "actual sales," method, the methods allowed by this Rule to establish
retail value are methods that have not been tried anywhere else in the country at any
time. It would be very burdensome and difficult to get these methods to changed by a
legislative rule in the future if they turn out to have unforeseen problems resulting in
inaccuracies, and, therefore, circumvention or evasion of the statute. Therefore, an
escape valve needs to be added. Actual sales is by definition the best way to establish
retail value. There should be some way by which the Attorney General can use actual
sales to prove that a new methodology is not a good one to determine retail value and
require the dealer(s) to change methods, if the use of one of these new methods turns
out to result in retail values which are not even close to retail sales. Therefore, all the
valuation methods except actual sales should say: "This method may be used until the
Attorney General, after a contested case pursuant to Chapter 29A of the Code of West
Virginia, disapproves this method because of disparity of the results of the use this
method for determining retail value as compared to retail value as established by actual
sales."

Section 3.2.1 -- "Actual Sales”

This method for ascertaining retail value is the best way to determine the true
retail value which results in a fair total of payments cap.

There is a typographical or clerical error on the second line of 3.2.1. Since this
valuation method should apply to both new and used goods, the words "and used" should
be inserted after the word "new."

This definition lacks any time limitation. That is a three year old retail sale
transaction should not be used to determine a current retail value. A sentence should be




added which says, A "transaction establishing retail value cannot be a transaction which
occurred more than six months prior to the determination of value during the making of
a rent-to-own agreement."

Section 3.3.2 -- "New goods markups."

These figures seem high even though they are consistent with a publication of
annual statements studies of retail businesses published by the National Association of
Bank, Loan and Credit Officers. The difficulty with using this method is getting a bona
fide markup. It is therefore crucial that reference to the term "manufacturer” be
retained. Otherwise the major rent-to-own companies, who are among the largest
purchasers of consumer goods from major manufacturers thereof, can easily circumvent
the rule. They will have one wholly owned subsidiary which is a wholesaler. It marks
the goods up and takes a profit and then sells them to rent-to-own dealers who are the
major company’s retail subsidiary, where the prices are marked up a second time for
the statutory maximum. The solution is then to allow the markup from the
manufacturer’s price at the rates in 3.2.2 (which, in exchange are really still too high).

That concept is fine. As written however, this provision is too easily subject to
manipulation. This provision should therefore be eliminated unless this weakness is
closed. The weakness is that it allows the dealers to maintain only dealer records of
what the manufacturer’s price is. If a dealer was faced with a major enforcement action
for improper valuation, and if the dealer could rely on its own records, all the dealer
would have to do is a simple computer data entry to produce records showing whatever
price it wanted to. If dealers want to use this method, which is easier for them than
doing market surveys, then the dealer should have the burden of maintaining the
manufacturer’s documentation, by invoice, etc. of the manufacturer’s price. This should
also include documentation from the manufacturer that there were no rebates, discounts,
incentives or other value (note that the term "value" is misspelled in the Rule) received
by the dealer from the manufacturer. Finally, the Rule should make clear that if a
manufacturer supplied false documentation, the manufacturer would be violating these
rules and would also be "a person acting on behalf of a dealer . . . Making or enforcing
unconscionable terms or provision of rent-to-own transactions” pursuant to West Virginia
Code 6B-8-2 (1993).

Section 3.2.3 and Section 3.2.4 -- Catalogs

This is an important provision. There are many catalogs which appear to be retail
sales catalogs. They are actually through the mail credit sales catalogs. Most of their
sales are really financed sales. They target people who cannot buy outright, and get
them to pay over time. In order to get the dealer’'s income (the total of payments)
higher they jack the cash price up as far as they can. They are limited by a legal or
practical interest rate cap. Since these customers do not pay cash, the cash price can be
manipulated resulting in a higher total of payments without affecting sales. Rent-to-own
dealers are now allowed to charge a whole lot more than the equivalent of any interest
rate cap. In order to get that luxury, the statute limits rent-to-own dealers’ markup as




starting from a true retail value. Therefore, it would be unfair to allow the rent-to-own
dealers to get both the higher interest rate and to be able to use marked up cash values
from catalogs that are not true retail.

Section 3.2.5 -- Book Value

This is an acceptable method as long as it is not a publication that is again tied
to rent-to-own industry cash or sales prices, because those values are inflated as opposed
to true retail sales.

Section 3.2.6 -- Depreciation of used goods.

Unless independent data about the life and maintenance costs of these goods can
be obtained, straight line depreciation for the normal term of rent-to-own contracts is the
only way that avoids the loopholes.

Section 3.3 -- Record retention

See comment on Section 3.2.2. for necessity for using manufacturer’s records.
See comment on 5.1 and 5.2 regarding notices.

Section 4.2 -- Written agreement disclosures

The general requirements that disclosure be clear, conspicuous, understandable and
legible are not specific enough for written disclosures in the rent-to-own agreement.
Disclosure should not be allowed to be spread out through the front and back of a multi-
page contract. They should be required to be on the page that is signed by the
consumer. They should be required to be grouped together. The grouping requirement
is not anything far fetched in consumer disclosures. It is required by Regulation Z
under the Truth in Lending Act for consumer credit sales. See Regulation Z, Section
2 to 6.17(a) et seq.

The general requirement of conspicuousness is not enough. It could be argued
that the whole contract, or at least large parts of it which camouflage the required
disclosures, are also conspicuous. The required disclosures should be required to be
made in a size of type and a style of type which is larger and more prominent than the
type used for the bulk of the remainder of the contract. A provision should be added
to this subdivision which says, "‘Conspicuous’ for the purposes of this subdivision
means, without limitation, that the type is larger and more conspicuous than the type
used for 90% of the further language of the rent-to-own agreement and that the
disclosures are grouped together on the page signed by the consumer."

Section 4.2.1 -- Price Tags o

Again there is no size requirement. The periodic payment amount could be very
large and the rest of it minuscule. There should therefore be a requirement that the
disclosures be at least a certain height, like 1/2 inch, or that all the disclosures in the




price tag be at least 3/4 the size and at least as conspicuous as the disclosure of the
periodic payment amount.

Section 4.3.1 -- Disclosure in printed advertisements.

Again there is no size requirement. I suggest the same 3/4 provision as discussed
with regard to price tags above.

ection 4.3.2 -~ Radio and television advertisement disclosures.

This is much too vague and should be more specific. Allowing television to make
only the visual disclosures for a "reasonable period of time" is particularly too vague.
If they are going to make visual disclosures they should be displayed for the amount of
time it takes 90% of the population to read them.

Section 4.4.1 -- Telephone disclosure.

This disclosure is a good one. Much of the sales part of rent-to-own is done over
the telephone.

.2 -- Termination Notice.

Section_ 5.1 and Section

First I believe that the termination notice and the notice of right to reinstaternent
are often separate notices. Therefor I would amend the title of this section by adding
"and Notice of Right to Reinstate."

Second if the Notice of Right to Reinstatement form is to be the one that would
also accompany the Notice of Termination in addition to the Notice of Right to
Reinstatement that would be handed out every time goods are brought back, then it needs
some modification.

At the end of the first sentence change the period to a comma and add "or
you may just be behind on the payments and the dealer is seeking payment
of return of the goods."

In the first sentence of the second paragraph, the two phrases of the
seatence should be reversed so that the sentence reads, "You may have the
right to ‘reinstate’ the agreement, even though the dealer has the item(s)
back."”

There are a couple of typo’s. "Pas” should be "past" in the last sentence of the
third paragraph. The second line of item 1) should read, "come due that you have not
paid, but only if those".

Finally, there is no record retention requirement. Other records are required to
be retained in this Rule. Record retention is important here. The parallel provision in
article 46A was amended to improve record retention. I suggest adding a2 new sentence




at the end of 5.2 to read, "A copy of the notice of termination given to any consumer
shall be retained by the dealer, and at the time of delivery of the notice, a record shall
be made on the copy of the notice of the date, time, and manner of the delivery, signed
by the person delivering the notice.”
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RMA Continues Its Acclaimed Expanded Edition

of the Annual Statement Studles

The 1890 edition of the Annual Statement Studies introduced data sorted by
sales volume, as well as continued the usual prasentation by asset size. The
overwheiming reception to this enhancement has lead to its continuation for
subsequent editions. As in alf pravious editions, the contractor data are presented
enly by revenue size. Oncs again, the Statement Studies is twice as valuable as

a gulde and referance source.
Each left-hand page displays the data sorted by assets, and the same data sorted
by sales appear on the right-hand page,

Using the data in this one book, you can compare your customer's business with
a general nationwide financial profile of its particular industry,
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ADDITIONAL COPIES
Memberbanksmenﬁuedtoaﬁeewpybreachmwao.masewpiesare
sent to the Senior Associats for distribution. Theroafter, additional copies are
avajlable to members at a discounted prics. Membors and nonmembers should
call the Customer Service Department (215/851-0585), for further information on
ordering coples of the Annual Statement Studies.
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imterpretation of Statermnent Studies Figures

RMA recommends that Statement Studies dala be regarded
only as general guidelines and not ag abgolute Industry norms.
There are several reasons why the data may not be fully
raprasentative of a given industry:

(1) The financial statements used in the Statement Studies
are not seiected by any random or statistically reliable
method. BMA member banks voluntanly submit the

sraw data they have available each year provided that

" the companigs' total assets are less than $250 million,

N - except for contractors' statements which have no
' upper size limt. .

) Many companids have varied product lines: however, the
Statement Studies categorize them by their primary
product Standard lndustnal Classification (S3C) number

- only,

.~ (@) Some of bur industry samp!es arae rather small in raia-

" tion to tha total number of firms in a given industry. A

ralatively smalt sample can Increase the chances that

- . some of our composl:es do not fully represent an in-

duslry
{4 Thera is the chance that an axtrems statoment can be
- " present n = sample, causing a giaproportionate in-*
. " fiuerce on the industry composite. This Is partseurarly
v true ln a relatively small sampie. R

&) Companies withim the same industry may diffsr in thelr
meathod of operations which In tum can directly in-
fluence their financial statements. Since they are in
cluded in our sample, too, these statements can signifi-

. cantly affect our composite calculations.,

€} Other "considerations that can rasult in variations
among different companias engaged in the same
general line of bugsiness are different labor markats;
geographical iocation; differant accounting methods;
quakty of products handled; sources and ‘mathods of
tinancing; and terms of sale. .
For these reasons, AMA does not recommend the Statament
‘ Studies figures be considered as absslute norms for a.gfven in-
dustry. Rather the figures should be used only as general
guidelines and in addifton to the other methods of Hinancial
. ' analysis. RMA makes no claim as to the representativeness of
the tigures printed in this book.

Robert Morris Assoclates
One Liberty Place
Phlla-delphla, PA 19103

© 1992 by Robert Moms Assocuates
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.CAUTION ...

AJ..L RIGHTS RESERVED. NO PART OF THIS BOOK MAY BE QUOTED,
REPRODUCED, DISSEMINATED, OR USED IN ANY FORM OR BY ANY
MEANS, ELECTRONIC OR MECHANICAL, INCLUDING PHOTOCOPYING, RE-
CORDING, OR ANY INFORMATION STORAGE AND RETRIEVAL SYSTEM,
WITHOUT. THE EXPRESS WRITTEN PERMISSION OF Fi’OBERT MORRIS
ASSOCIATES.

Printed in U.S.A,
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Explanation of Noncontractor Balance Sheet and Income Data

Cash & Equivatents Flxad Aseats (ne)
All cash, markstplacs securitiss, and other All procarty, plant, lsasahold Improvements
neer-cash items. Excludes sinking funds. and aquizment, net or accumuliated depracia-
\ ’ tion o cepistion
Trade Recelvabies—(ned ASSETS
All accounts from trade, nat of allowancs for \\L Cash & Equivalents
doubtful sccounts. Trads Receivabies (net imtangibles (net |
vl oy Intangibie assats, including goodwill, trade
rrearttory Al Other Cyrrent marks ands, copyrig
Anything constituting inventory for the timm Total Current gwulfﬁmff;fi?nﬁ ga!ling \isis, ne';tgf
eact Assats (ned) accumuiated amortization
AN Other Cucrent lntlngltu‘es et}
Ary other current asssts. Doss not inciude Hm-éu
propald itama.

AJIO'H'-'Hmw
Pmpgd items and any other norcurrent

Total Current
Total of ail currant assats [stad above,

Total
Total of ail fems listed above.

Nolss Paysble—Short Tem Total Caxrent

Al ghort tem note ww inciuding bank Total of ali current Llabilities listed above.
and commertial peper, not ineluce trade
notes payabla, Long Term Debt
. LIABILITIES All serior debt, Inctuding bonds, debenturss,
Cuxrent Maiurities—LTD MNotes Payabie-Short Tenm bank deb:, morigagass, ceferred portions of
That portion of long term obligations which (s ......__....__.;.Cur Mat.-L7/D long tarm debt, and capital laass obiigations.
dus within the naxt fiscal year. Trade Payables
Income Taxss Payabla Daterrsd Taxes
Trade Paysbles 71 S Currar, All Sotamad taxes.
Opee. accounts dua to the trade.
Long Term Debt Othee NorC
ncome Texes Payable Ali gg« Nm-%{xﬁim e ?ny other noncurrent labjlities, including
Income taxes Including curment portion of Nat Worth subordinated dedt, and Habillty ressrves.
dafered taxss. Tota! Liabilitles & Net Worth bet Worth
Al Othwr Currecnt Differancs batween Tota! Liabilities and Tolal

Any other current |labllities, including bank Assats. Minority interest [a included here
cverdrafts and accruad expenses. . .
Total Llabilities & Net Worth

Tetal of all ltens [Isted abowe,

Qperating Profit
Gross profit minus operating expensss.

Mat Sales

Geoas salet, net of reatumes and discounts NOOHEDATA A Other Expentes (el

diowsd, If any. \ "/ incluces miscetianecus other incoms and ax:

Gross Profit miscailansous upen::s h:ot Ing| in

Net 2ag mincs cost of saiee Operatlng " genecsi & sdministrative expenass. netied
ting All Other Expenses (el against recoveries, intereat Income, dividands

Spealng Exparat o & administrative &x- . Profit Bators Taxes fecalvec and miscallanoous income.
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INTRODUCTION

Robert Mormis Associates, the asaocistion of bark loan and credt officers, is proud to pubiish this 70th edition of the Anvual
mmmmmmhmwmﬁmmmummmmnm
of the commercial banking communiy, Therefors, R is designed primarfy for commenrcial bankars. However, because of ke broad
asplication, the Statement Siucies has become an indigpensable tool for businessmen, financial exscutives and others who must
make soUnd lending and butiness decizions,

The Statemant Studies contains compogts financisl data on manufacthring, wholssaling, retafling, service, and contracting nes
ofmmwwmwmwmmmmmmmmmmwmwgm

i PART L, Il anc II] (pages 49, 357, and 475)

In Parts 1 through 11, data for a paricular industry sppear on both the right- and heft-hand pages. The heading Current Data Soried
By Assets s on the far left. The contar section of the double page presantation contains the Comparative Historieal Data, with the
All Sizeg column for the current year shown under the haading 4/1/91-3/31/92. Comparable data from past ediions of the Annua/
Smumswmmwhmmmmwmhmmwmwsysm

BmmmmmMM.WmmmmmmthWammmedhm .
calculations, mmummwmmmmmmﬁmmmmwaﬁmm% i
sskappeandhprmm -

»-mmmdhudmmmmmﬁmmgm Rs Standard Industrial Classification (SIC}

number; & breakdown by size categories of the types of financial statements reportedt the number of staternents in sach tategofy; -~
the datee of the stateinents used; and the size categoriss. Although abbreviated, the information is understandable. For instance,

16 (4/1-5/30/91) mears that 16 statements with flacal dates batwesn Aprl 1 and September 30, 1951, make up part of the sample.

The number of statemacts with fiecsl dates afing betwsen Ociober 1, 1591 and March 31, 1592 are shown in the same mannar,
ThkswmmmmmWWMademmwwhmwuuwa
“Other,”

Whaen thefs are fewer than 10 financial stalemaents In a particular size category, mmmnmmmm
a smal sampte Is not consldersd represantative and could be migleading. However, ummmmmmmhm .
usuammwwamummwum«mhwmummdmm Ca

Auhebctwndeachpegn,hemdhuh{wm)amwmfwumhmmhwmw
are shown. Thess daia are provided 1o allow recasting the eommon size siztements Inio doflar amounts. To o this, divide the

dethﬂmWﬂndehﬂmﬁnm mmmmwmm .

in the common size sixtement. N e g

wmmmmmmmmmhmmm;mm:mammmwgm
ravenuee), respactively, Common size sitements are somputed for sacl! indivicdual statement in an indusiry groap, theo sl e
figures are added and averaged. in bome cases, mm»mmammmmmmmﬁymmm

mmdmwmmmmﬂwwnw\mmwm . viseer BET %
N ar el el a, ;‘Hii L
mrasblecﬁonhdmbedhdﬂmonmﬂ IR T - ‘ IS S
LIl T L eeRT Y (pege D) S ﬁ‘-'_‘,”h.‘-t‘"‘.“"

msWMWMmmmmmmwwmmmmmm

pmmmmmmmmammmmmmm«dhmmm
Comparative Historical Data are alee shown. & inciudes data for the All Sizes category for the cutrent and the previous four years,

PART ¥V (page 821)

This ysar the Construction Financia! Management Assoclation (CFMA) has Kindly permitad us to reproduce axcarpts from their
1897 Consiruction industy Annual Financial Survey. We apnreciate thekr cooperation and feel that their data complemants our
own contracior industry data.

. PART V1 (page 333) , ‘"‘ i
R T TRt LUAG T, et - -
o Wrﬁﬁo mmmmmhumnmwhmumdmmw
* Eiios wers prepared by The Firat Netonal Bank of Chicaged: SIS gt o “%"M& S .;ﬁ,’;“;’?
S ixvedes wilsdiebe 3 everey \MLWW ) ) -
WIEIL AT IENET 28TVI08! T Qe TeaE el 24 2000T o rtee O
This el #6cSorof the bibk eniiled, *Sources of Cempoeis “Fh.i‘ﬁchlﬁm" uswmwhmmx
mmmwwoﬁmm Lenain in sl “"'s'ﬁ‘“"’wgﬁ;f

=_demedemmmWMM1mmmmmm

"mmmumuumnmqmm&hm

George D. Gries, HI Susen M. Kasisay, Edior
Chakrnen-Malional . Assistars Director-Crecikt Division K S
Statement Saudes Commities
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ABOUT ROBERT MORRIS ASSOCIATES

Robert Mormmis Associates (RMA) Is the national association of bank loan and
credit officers. Founded in 1914, RMA has grown to nearly 3,000 commerdial
banks and thrift ingtitutions, which account for aimost 80% of the C & | lending
done by thesa types of U.S. financial insttutions. RMA members are repre-
sented In the association by nearly 15,600 commercial loan and cradit officers
and related personne! in all 50 states, Puerto Rico, Canada, and several
offshore cities.

RMA was named after the American patriot who signed the Declaration of
Independencs, was largefy responsible for the financing of osur Revolutionary
War, and helped establish cur banking system.

The associalion’s orginal pumpose back in 1914 was to facilitate the flow
and interchange of cradit information. Today, this purpose has been expanded
to include working continuously to improve the principles and practices of
commercial lending, loan administration, and other related areas In its members
and institutions comprising the financial services industry.

RMA seeks to fuffil its purposae by providing commercial bankers with
programs, products, and sarvicas they need to increase thelr proficiency in
lending, credit, and related areas. RMA's reason for being, then, Is o provide
these bankers with the tools they need to make befter loans, keep abreast of the
continual changes that affect the lending function, and, at the bottom fine, help
them increase the profitability of their institutions.
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RTO. Inc. : ‘ ' g
1101 Lake Cook Rd.
Deerfield, IL 60015 7

Tel. 708 405 3300
Fax 708 374 4949

S
et O OWilN

August 10, 1993

Mr. Don L. Darling

Senicr Deputy Attorney General

Antitrust and Consumer Protection Division
812 Quarrier Street, Sixth Floor
Charleston, WV 25301

Re: Title #142, Series #22 - Rent-to-Own Rule
Dear Senior Deputy Darling:

It is our view and understanding that this rule will materially alter the meaning and
intent of the Rent-to-Own law. In fact, this rule will have such a drastic effect on doing
business in West Virginia that RTO, Inc. will have to seriously consider either moving out of
West Virginia where practical and/or changing business in West Virginia to a rent-to-rent
format,

The first option will be costy to the State in lost tax revenues and jobs. The second
will cause the loss to consumers of their ownership options and ALL the protections currently
provided in the new law. Although both options are costly to rent-to-own dealers, either
option is preferable to operating under the proposed rule. While it took five years to finally
get a compromised consumer protection Rent-to-Own bill passed, this rule puts those
negotiated consumer protections in jeopardy of becoming meaningless overnight.

It is our hope that you will reconsider the rule in order to protect the consumer rights
granted by the new law, the tax revenues generated by rent-to-own dealers, and the ability of
the rent-to-own industry to remain viable in this State. For these reasons, it is in the best
interests of consumers, the State of West Virginia and the rent-to-own industry that this rule
be withdrawn.

We believe a fair and positive approach would be to study the new law’s effectiveness
for at least one year. Then, if warranted, an informal meeting of parties affected by the law
should be held to discuss possible adjustments to it. If, after this meeting takes place,
adjustments are agreed to, they would have more merit and certainly more support.




Mr. Don L. Darling
August 10, 1993
Page two

As the rule is proposed, RTO, Inc. will encourage the Joint Committee on Legislative
Rules to reject the rule fully in order to give the law an opportunity to work.

Respectfully,

enri L. Van Dam
Chief Operating Officer

ce: Gaston Caperton, Governor
Ken Hechier, Secretary of State
Roger Sharp, President West Virginia Rental Dealers’ Association
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Joseph J. Hlavecek

S-a% Artormey

Ronald D, DeMeoss

Vl F 5 l 4 B ) Siz= Attarney
Donald L. Darhng Dougles B. Wis?erhclus
Sraf Arsone,

Senior Deputy Attorney General
Antitrust & Consumer Protection Division Bredley W. Danisor
1.&S Building, Sixth Floor Sroven P, St
812 Quarrier Street . Sich Anpney
Charleston, West Virginia 25301

RE:” Legislative Rule Pertaining To West Virginia Consumer
Goods Rental Protection Act

Dear Mr. Darling:

The following comments are submitted on behalf of Rent-A-Center with regard to all
sections of the Legislative Rule Pertaining To West Virginia Consumer Goods Rental Protection
Act except for § 142-22-4.4 regarding telephone communications and § 142-22-6 concerning

transfer of warranties.

It is our position that the provisions of the rule concerning price controls are arbitrary and
capricious. No consideration whatsoever was given to the rental-purchase industry’s costs of
doing business. Our proposals for methods for ascertaining retail value were ignored.

The remaining provisions of the rule are unnecessary additions to matters that the Act
already addresses adequately. They create unrealistic and unfair administrative burdens on the
rental-purchase industry.

The proposed rule will not merely stifle competition, in direct contravention with the
expressed legislative purpose of the Act, but will actually destroy the rental- purchase concept in
West Virginia,

Si?:\erely,

) < ,
RONALD D. DeMOSS
(316) 636-7406

RDD:bb
cc: David McMahon

weh Jegisidarling. 002
Rent-A-Center

3200 E. Rent-A-Cenre- -,
Wignin, Lansas AT234

Fhone {314) §30-7343

FrX (3041 634.7328




TITLE 142
LEGISLATIVE RULE
ATTORNEY GENERAL

SERIES 22
LEGISLATIVE RULE PERTAINING TO
THE WEST VIRGINIA CONSUMER GOODS
RENTAL PROTECTION ACT

AMENDMENTS MADE TO PROPOSED RULE aAS A
RESULT OF MMENTS OR QTHER TNFORMATION RECEIVED

Section 2.6 First line--word "of" changed to "on."
REASON: Typographical error.
Section 3.2 Period changed to semicolon and the following

added: "provided, however, a tramnsaction, etc., establishing retail
value must have occurred no mors than six (6) months prior to the
determination of retail value used in a rent-to-own transaction:"

REASON: Comments of David McMahon as suggestion to
avoid use of higher price when actual prices have fallen.

Section 3.2.1 Second line--insert "and used" after the word
"new" and before the word "goods."

REASON: Typographical error pointed out in comments of
David McMahon.

Section 3.2.2 Second line--after word "charge" at end of
line, add ",including freight."

REASON: Comments of David McMahon to insure markup
reflects actual costs.

Section 3.2.2 Third line--at end delete colon and add "and
adding that amount to the manufacturer's charge:"

REASON: Comment by Roger Sharp as reported in media
that as written this section reduced retail wvalue below actual
cost. This language 1s to clarify that the allowed markups are to
be added to the manufacturer's charge to arrive at retail value.




Section 3.2.2 Tenth line--change word "wvalve" to "value."

REASON: Typographical error pointed out in McMahon
comments. _

Section 3.2.2 Tenth line--at end delete period and add "must
be deducted from the manufacturer's charge."

REASON: Comment by McMahon to ensure c¢larity that
retall value is based on actual cost to dealer.

Section 3.2.4 This section was redesignated "3.2.3.1."

REASON: Te point out its relationship to and
functioning with section 3.2.3.

Section 3.2.5 This section was redesignated "3.2.4."

REASON: Reguired by redesignation of old section 3.2.4
as new 3.2.3.1. _

Section 3.2.5 Fifth and sixth lines -- delete "should" and
replace with "shall"; insert "a" following "have" and before
"retail"; delete "new goods." and add "the retail value assigned
to that item when the item was offered as new."

REASON: Comments of McMahon to prevent used gocd being
priced as new.

Section 3.2.6 This section was redesignated "3.2.5."

REASON: Required by redesignation of old section 3.2.4
as new 3.2.3.1.

Section 3.3 Following language added at end of section:
"Records o©f a manufacturer's charge under 3.2.2 shall be a
manufacturer's document. The methods set out in §§ 3.2.2, 3.2.3,
3.2.4, and 3.2.5 may be used until the attorney general, after a
contested case pursuant to Chapter 23%A of the West Virginia Code
or other appropriate judicial determination, disapproves this
method because of disparity of the results of one of the aforesaid
methods for determining retail wvalue as compared to retaill value
as established by the actual sales method in § 3.2.1."




REASON: McMahon comments in order to have valid record
of manufacturer's charge and to allow deletion of the new methods
of fixing retail price if proven unreliable.

Section 4.1 2t end of section add "The disclosures in a
rent-to-cown agreement should appear on the page where the signature
of the consumer is to be signed and such disclosures should be
grouped together.

REASON: Comments of McMahon to ensure that dlsclosure
is truly displayed conspicuously and in meaningful manner.

Section 4.2 Paragraph "4." within disclosure, the word
"RENTAL" is changed to "RETAIL".
REASON: Typographical error pointed out in McMahon
comments.
Section 4.2 At end of section after sample disclosure, add:

"Disclosures contained in the rent-to-own agreement shall be larger
in type size than 90% of the printed matter in such agreement.
Disclosures in a price tag shall all be of an egqual size."

REASON: McMahon comments, to ensure that disclosure is
truly conspicuously displayed.

Section 4.3.2 At end of section, delete period and add "which
would allow a person of average ability to read +the English
language to read and comprehend the disclosures."

REASON: McMahon comments, to ensure the disclosure
during television advertisements is meaningful.

Section 4.4.2.2 At end of section, add the following: " A
dealer's obligation to make the disclosures reguired under this
subsection shall be deemed satisfied, if, after the dealer offers
toc provide or attempts to provide the disclosures, the consumer
affirmatively states than he or she does not wish to hear the
disclosures; provided, however, that if the consumer subsequently
requests the disclosures, the dealer shall provide them.

REASON: Follows suggested language of rent-to-own

dealer obtained prior to filing of proposed rule which is now
included to clarify dealer's duty.

~3=




Section 5.1 Change title ¢f sample notice to "NQTICE OF
TERMINATION AND NOTICE OF RIGHT TQ REINSTATE"; line 17 in body of
notice, change "return" to "returned"; at end of line 19 in body
of notice delete period and add "or you may just be behind on the
payment and the dealer 1s seeking payment or return of goods.";
line 20 in body ¢f notice-delete "Even though the dealer has the
item(s) back,", change "you" to "You"; delete period at end of
sentence and add "even though the dealer has the item(s) back.";
line 34 in beody ©f notice change "pas" to "past" (typographical
error); and line 39 in body of disclosure, change "dome" to "come"
(typographical error) and insert "which" after "due" and before

n You . "

REASON: McMahon comments to clarify provision since
notice may be used in termination situation or late payment

situation.
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RTOQ, Inc.

1101 Lake Cook Rd.
Deerfield, IL 60015
Tel. 708 405 9300 .

Fax 708 374 4949 CEEEED
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Mr. Don L. Darling 2z w I
Senior Deputy Attorney General 22 A i
Antitrust and Consumer Protection Division 312 =
812 Quarrier Street, Sixth Floor E:T: -
Charleston, WV 25301 B

Re:  Title #142, Series #22 - Rent-to-Own Rule

Dear Senior Deputy Darling:

It is our view and understanding that this rule will materially alter the meaning and
intent of the Rent-to-Own law. In fact, this rule will have such a drastic effect on doing
business in West Virginia that RTO, Inc. will have to seriously consider either moving out of

West Virginia where practical and/or changing business in West Virginia to a rent-to-rent
format.

The first option will be costly to the State in lost tax revenues and jobs. The second
will cause the loss to consumers of their ownership options and ALL the protections currently
provided in the new law. Although both options are costly to rent-to-own dealers, either
option is preferable to operating under the proposed rule. While it took five years to finally
get a compromised consumer protection Rent-to-Own bill passed, this rule puts those
negotiated consumer protections in jeopardy of becoming meaningless overnight.

It is our hope that you will reconsider the rule in order to protect the consumer rights
granted by the new law, the tax revenues generated by rent-to-own dealers, and the ability of
the rent-to-own industry to remain viable in this State. For these reasons, it is in the best

interests of consumers, the State of West Virginia and the rent-to-own industry that this rule
be withdrawn.

We believe a fair and positive approach would be to study the new law’s effectiveness
for at least one year. Then, if warranted, an informal meeting of parties affected by the law
should be held to discuss possible adjustments to it. If, after this meeting takes place,
adjustments are agreed to, they would have more merit and certainly more support.




Mr. Don L. Darling
August 10, 1993
Page two

As the rule is proposed, RTO, Inc. will encourage the Joint Committee on Legislative
Rules to reject the rule fully in order to give the law an opportunity to work.

enri I.. Van Dam
Chief Operating Officer

Respectiully,

ce: Gaston Caperton, Governor

Ken Hechler, Secretary of State
Roger Sharp, President West Virginia Rental Dealers” Association




