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REGULATION Z 
TRUTH IN LENDING

To Banks, Other Financial Institutions,
Trade Associations, and Others Concerned 
in the Eleventh Federal Reserve District:

The Board of Governors of the Federal Reserve System has 

issued rules and procedures to be followed by States wishing to 

regulate credit disclosures under their own laws rather than the 

Federal statute on Truth in Lending. These rules and procedures 

constitute Supplement II to the Board's Regulation Z, "Truth in 

Lending," which went into effect July 1, 1 969.

A copy of the Board's statement to the press and Supple

ment II to Regulation Z is enclosed.

Yours very truly,

P. E. Coldwell

President

Enclosures (2)
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F E D E R A L R E S E R V E

pr ess  r e l e a s e

For immediate release July 2, 1969

The Board of Governors of the Federal Reserve System today 

issued the attached rules and procedures to be followed by States 

wishing to regulate credit disclosures under their own laws rather than 

the Federal statute on Truth in Lending. The rules and procedures 

constitute Supplement II to the Board's Truth in Lending Regulation Z 

which went into effect July 1.

The law states that the Board shall exempt from Federal Truth 

in Lending requirements "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 thoee 

imposed” by the Federal law, and there is "adequate provision for 

enforcement."

State laws, if substituted for the Federal statute, must:

1. Cover all real property transactions regardless of the 

amount but may exclude other consumer credit transactions exceeding 

$25,000.

2. Require disclosures and notices in the form, content and 

terminology prescribed in Regulation Z.

3. Require disclosure of the finance charge and the annual 

percentage rate, determined as prescribed in Regulation Z.
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4. In a class of transactions which normally involves 

security interests in real estate, provide a customer the right to 

rescind certain credit transactions as provided in the Truth in 

Lending Act.

5. Require creditors to deliver disclosures and notices in 

circumstances and on time schedules like those prescribed in Regulation Z.

6. Include definitions and rules of construction that give 

the same meaning and have the same application as those prescribed in 

Regulation Z.

Exemptions from Federal jurisdiction may be granted only with 

respect to the disclosure and rescission requirements of the Truth in 

Lending Act and Regulation Z•

Under the Act, advertising of credit must remain subject to 

Federal jurisdiction.
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SUPPLEMENT II TO REGULATION Z 

TRUTH IN LENDING 

(Section 226.12 - Supplement)

Procedures and criteria under which any State may apply for exemption 
pursuant to paragraph (a) of § 226.12

(a) Application--Any State may make application to the Board,

pursuant to the terms of this supplement and the Board's ilules of

Procedure (12 CFR 262), for a determination that, under the laws of that

1/  2 /
State, — any class of transactions —’ within that State is subject to

requirements substantially similar to those imposed under Chapter 2 of

■5 /
the Act —' and that there is adequate provision for enforcement of such

requirements. Such application shall be:

(1) Made by letter addressed to the Board signed by the Governor,

the Attorney General, or any official of the State having responsibilities

under the State laws which are applicable to that class of transaction 

and supported by the documents specified in paragraph (b); and

(2) Made with respect to any class of transactions described in 

subparagraph (c)(1) under which creditors extend or arrange to extend,

or in connection with which creditors offer to extend or offer to arrange 

to extend, consumer credit within that State.

1J  Any reference to State law in Supplement II includes a reference to 
any regulations which implement State law and formal interpretations thereof,, 

2/ References to "class of transactions'1 in Supplement II, as applicable, 
include two or more of such classes of transactions.
3/ Any reference to Chapter 2 of the Act or any section thereof in 

Supplement II includes a reference to the implementing provisions of 
this part and the Board's formal interpretations thereof.



(b) Supporting Documents--The application shall be accompanied by:

(1) A copy of the full text of the laws of the State which are 

claimed by the applicant to impose requirements substantially similar to 

those imposed under Chapter 2 of the Act with respect to the class of 

transactions within that State.

(2) A comparison of each requirement of State law with the correspond

ing requirement of Chapter 2 of the Act, together with reasons to support 

the claim that applicable requirements of State law are substantially 

similar to all requirements imposed under Chapter 2 of the Act (including 

the provisions of 125) with respect to that class of transactions, and

to demonstrate that any differences are not inconsistent with the require

ments of Chapter 2 of the Act and that there are no other effective State 

laws which are inconsistent with the requirements of Chapter 2 of the Act 

with respect to that class of transactions.

(3) A copy of the full text of the laws of the State which provide 

for enforcement of the State laws referred to in subparagraph (1) of this 

paragraph.

(4) A comparison of the provisions of State law with the provisions

of § 108, § 112, § 130, and § 131 of the Act, together with reasons to

support the claim that such State laws provide for:

(i) Administrative enforcement of the State laws referred to in 

subparagraph (1) of this paragraph which is tantamount to the provisions 

for enforcement under 3 108 of the Act;

(ii) Criminal liability for willful and knowing violation with

penalties substantially similar to those prescribed under § 112 of the Act;
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(iii) Civil liability for failure to make required disclosures 

substantially similar to those provided under § 130 and § 131 of the Act, 

except that more severe penalties may be provided; and

(iv) A statute of limitations that prescribes a period, with respect 

to civil liability actions, of substantially similar duration as that 

provided under paragraph (e) of § 130 of the Act.

(5) A statement identifying the office designated or to be designated 

to administer the State laws referred to in subparagraph (1) of this para

graph, together with complete information regarding the fiscal arrangements 

for administrative enforcement (including the amount of funds available or 

to be provided), the number and qualification of personnel engaged therein, 

and a description of the procedures under which such State laws are to

be administratively enforced, including administrative enforcement with

4/
respect to Federally chartered creditors. ~ The foregoing statement 

should include reasons to support the claim that there is adequate pro

vision for enforcement of such State laws.

(c) Criteria for Determination--The Board will consider the following 

criteria along with any other relevant information in making a determination 

of whether the laws of a State impose requirements substantially similar to

4/ All transactions within an exempt class of transactions in which a 
Federally chartered institution is a creditor shall be treated as a separate 
class of transactions not subject to the exemption, and such Federally 
chartered creditors shall remain subject to the requirements of the Act 
and administrative enforcement by the appropriate Federal authority under 
§ 108 of the Act, unless it is established to the satisfaction of the 
Board that appropriate arrangements have been made with such Federal 
authorities to assure effective enforcement of the requirements of State 
laws with respect to such creditors.
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those imposed under Chapter 2 of the Act with respect to any class of 

transactions within that State, and whether there is adequate provision 

for enforcement of such laws:

(1) A class of transactions shall be:

(1) Transactions under open end consumer credit plans which are 

subject to the requirements of 3 127 of the Act;

(ii) Consumer credit sale transactions not under open end credit 

plans which are subject to the requirements of § 123 of the Act;

(iii) Consumer loan transactions not under open end credit plans 

which are subject to the requirements of 3 129 of the Act; or

(iv) Any significant class of credit transactions which is deter

mined by the Board to be readily susceptible to treatment as a separate 

class of transactions consistent with the purpose of the Act and without 

undue likelihood of impairing enforcement. Such class of credit trans

actions may be identified by reference to the type of creditor or the 

type of subject matter of the transaction, or both.

(2) In order for requirements of State law to be substantially 

similar to requirements imposed under Chapter 2 of the Act, the provisions 

of State law —  ̂ shall require that:

(i) Definitions and rules of construction, as applicable, import the 

same meaning and have the same application as those prescribed under § 226.2

5/ This paragraph is not to be construed as indicating that the Board 
would consider adversely any additional requirements of State law which 
are not inconsistent with the purpose of the Act or the requirements imposed 
under Chapter 2 of the Act.
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(ii) Each class of transactions shall include all consumer credit 

transactions in that class in which a security interest in real property 

is or will be retained or acquired irrespective of the amount financed, 

but may exclude other transactions where the amount financed exceeds 

$25,000;

(iii) Creditors make required disclosures and deliver required 

notices in form, content, and terminology as prescribed in this part; 

however, references to Federal law in the form of notice required under 

§ 226.9(b) may be changed so as to refer to State law;

(iv) Creditors make disclosures of the finance charge determined 

as prescribed under 5 226.4;

(v) Creditors make disclosures of the annual percentage rate 

determined as prescribed under § 226.5;

(vi) Customers shall have a right to rescind certain transactions 

as provided under } 125 of the Act and shall also be afforded remedies 

in event of rescission as provided under that section; —^

(vii) Creditors make delivery of required disclosures and notices 

in the circumstances and at a time no later than as prescribed, under

5 226.7, § 226.8, and § 226,9, as applicable;
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6/ No class of transactions which normally involves a security interest 
in real property which the customer uses or expects to use as his principal 
residence will be exempted unless that class of transactions is subject 
to the right of rescission under State law as provided under 5 125 of the 
Act. However, any other class of transactions which in the opinion of 
the Board does not normally involve any such security interest may be 
conditionally exempted although it is not subject to the right of rescis
sion under State law, the condition being that those transactions within 
the class which do involve any such security interest shall remain subject 
to the provisions of $ 125 of the Act. In such cases, the right to rescind 
shall exist until midnight of the third business day following the date 
of consummation of that transaction or the date of delivery of the dis
closures required under § 226.9 and all other material disclosures required 
under State law, whichever is later.



(viii) If the Comparative Index of Credit Cost is permitted or required 

to be disclosed, it is determined and disclosed as prescribed under § 226.11;

(ix) Creditors comply with general disclosure requirements prescribed 

in accordance with paragraphs (a), (d), (e), and (i) of § 226.6, and any pro

vision in State law which permits the supplying of additional information or 

explanations shall be subject to restrictions as provided under the first 

sentence of § 226.6(c).

(3) In determining whether provision for enforcement of State law 

referred to in subparagraph (1) of paragraph (b) is adequate, consideration 

will be given to the extent to which, under the laws of the State, provision 

is made for:

(i) Administrative enforcement, including necessary facilities, 

personnel and funding;

(ii) Criminal liability for willful and knowing violation with penalties 

substantially similar to those prescribed under § 112 of the Act;

(iii) Civil liability for failure to make required disclosures 

substantially similar to those provided under § 130 and § 131 of the Act, 

except that more severe penalties may be provided; and

(iv) A statute of limitations with respect to civil liability of 

substantially similar duration as that provided under § 130 of the Act.

(d) Public Notice of Filing and Proposed Rule Making--In connection with 

any application which has been filed in accordance with the requirements of 

paragraphs (a) and (b), notice of such filing and proposed rule making will be
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published by the Board in the Federal Register, and a copy of such application 

will be made available for examination by interested persons during business 

hours at the Board and at the Federal Reserve Bank of each Federal Reserve 

District in which any part of the State of the applicant is situated. A period 

of time will be allowed from the date of such publication for the Board to 

receive written comments from interested persons with respect to that appli

cation.

(e) Exemption from Requirements of Chapter 2--If the Board determines 

on the basis of the information before it that under the law of a State any 

class of transactions is subject to requirements substantially similar to those 

imposed under Chapter 2 of the Act and that there is adequate provision for 

enforcement, the Board will exempt such class of transactions in that State 

from the requirements of Chapter 2 of the Act in the following manner and 

subject to the following conditions:

(1) Notice of the exemption will be published in the Federal Register, 

and the Board will furnish a copy of such notice to the official who made 

application for such exemption and to each Federal authority responsible for 

administrative enforcement of the requirements of Chapter 2 of the Act.

(2) The appropriate official of any State which receives an exemption 

shall inform the Board within 30 days of the occurrence of any change in its 

related law (or regulations). The report of any such change shall contain 

copies of the full text of that change together with statements setting forth 

the information and opinions with respect to that change as specified in 

subparagraphs (2) and (4) of paragraph (b). The appropriate official of any 

State which has received an exemption shall file with the Board from time to 

time such reports as the Board may require.
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(3) The Board will inform the appropriate official of any State which 

receives an exemption of any subsequent amendments of Chapter 2 of the Act 

(including the implementing provisions of this part and the Board's formal 

interpretations) which might call for amendment of State law, regulations, or 

formal interpretations.

(f) Adverse Determination--(1) If after publication of notice in the 

Federal Register as provided under paragraph (d) the Board finds on the basis 

of the information before it that it cannot make any favorable determination 

in connection with the application, the Board will notify the appropriate 

State official of the facts upon which such findings are based and shall afford 

that State a reasonable opportunity to demonstrate or achieve compliance.

(2) If, after having afforded the State such opportunity to demonstrate 

or achieve compliance, the Board finds on the basis of the information before 

it that it still cannot make any favorable determination in connection with 

the application, the Board will publish in the Federal Register a notice of 

its decision with respect to such application and will furnish a copy of 

such notice to the official who made application for such exemption.

(g) Revocation of Exemption--(1) The Board reserves the right to 

revoke any exemption if at any time it determines that the State law does not 

in fact impose requirements which are substantially similar to those imposed 

under Chapter 2 of the Act or that there is not in fact adequate provision for 

enforcement.

(2) Before revoking any State exemption, the Board will notify the appro

priate State official of the facts or conduct which in the opinion of the Board 

warrant such revocation and shall afford that State such opportunity as the 

Board deems appropriate in the circumstances to demonstrate or achieve 

compliance.
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(3) If, after having been afforded the opportunity to demonstrate or 

achieve compliance, the Board determines that the State has not done so, 

notice of the Board's intention to revoke such exemption shall be published 

as a notice of proposed rule making in the Federal Register* A period of 

time will be allowed from the date of such publication for the Board to 

receive written comments from interested persons with respect to the proposed 

rule making.

(4) In the event of revocation of such exemption, notice of such 

revocation shall be published by the Board in the Federal Register, and a copy 

of such notice shall also be furnished to the appropriate State official and 

to the Federal authorities responsible for enforcement of requirements of 

Chapter 2 of the Act, and the class of transactions affected within that 

State shall then be subject to the requirements of Chapter 2 of the Act

and subject to administrative enforcement as provided under § 108 of the Act.
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