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REGULATION Z—TRUTH-IN-LENDING 

Proposed  Amendments to Simplify Cer ta in  Disclosure  R equirem ents

TO ALL BANKS, OTHER CREDITORS,
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

T he  Board of G overnors  of the  Federal  R ese rve  System has  is sued  four 
p roposed  amendments  to its Regulation Z, T ru th - in - L e n d in g .  The  proposa ls  a re  
meant to e liminate u n n e c e s sa ry  information from the T ru th - in - L e n d in g  d isc lo su re  
s tatement in o r d e r  to focus attention on the  more meaningful and  useful cost d i s 
c lo su res  a s  well as  to promote c red i to r  compliance with the regu la t ion .

Comments on the  p roposed  amendment should  be  d i rec ted  to the  S e c re 
t a ry ,  Board of G overnors  of the  Federal R ese rv e  System, Washington, D .C .  20551, 
to be  rece ived  not la ter  than  Ju n e  15, 1977, All materia ls  should  include the docket 
No. R-0098.

P r in ted  on the enclosed  pages  is the  B oard 's  p r e s s  re lease  and  tex t  of the 
p roposed  amendments  as  submitted for publica tion in the  FEDERAL REGISTER.

S ince re ly  y o u r s ,

Robert  H . Boykin

F i r s t  Vice P res id en t

Enclosure

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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FOR IMMEDIATE RELEASE May 3, 1977

T h e  Board of G overnors  of the  Federal R ese rv e  System today proposed  to make 
four simplifying rev is ions  of its T r u th - in -L e n d in g  Regulation Z.

The  p roposa ls  a r e  meant to eliminate  u n n e ce s sa ry  information from the  T r u th -  
in -Lending  d isc lo su re  statement in o r d e r  to focus attention on the  more meaningful and  
useful cost d is c lo su re s  as  well as  to promote c re d i to r  compliance with the  Regulation.

T h e  Board will rece ive  comments on its p roposa ls  th rough  J u n e  15, 1977.

The  four p roposa ls  a re :

1) Elimination of itemization of the components  of the finance  c h a rg e .

Typical components  of a f inance ch a rg e  inc lude  in te re s t ,  loan fees ,  req u i red  
c re d i t  in su ran ce  premiums and c red i t  repo r t  fees .  Regulation Z now calls  for such com
ponents  to be itemized in d isc lo su re  of the finance c h a rg e ,  when th e re  a r e  two or more 
com ponen ts .

2) Revision of r e q u i re m e n ts ,  u n d e r  Regulation Z, re la ted  to reba tes  of
finance ch a rg es  upon p repaym en t  of a c re d i t  obligation.

T h e  B oard 's  proposa l  in th is  re sp ec t  would

a) Eliminate the p r e s e n t  regu la to ry  requ irem en t  tha t  a c red i to r  must d isc lose  what 
method is u sed  to calculate  any  such  reba te ,  and

b) R equire  only a statement of w h e th e r  o r  not a reba te  will be made.

T he  regu la to ry  requ irem en ts  concern ing  reba tes  have  been  the  source  of a s u b 
s tantial amount of lit igation and  m isu n d e rs tan d in g ,  p a r t icu la r ly  with re sp ec t  to the  h ighly  
technical p rov is ions  for s tat ing methods u sed  to calcula te  reba tes .

3) Elimination of the  itemization of fees for l icense ,  cert if icate  of ti tle
and  reg is t ra t ion  now re q u i re d  for exclusion  of such  fees from the  f inance
c h a rg e .

A genera l  ru le  in Regulation Z s ta tes  tha t  e v e ry  c h a rg e  in a c red i t  t ransac t ion  is 
a finance ch a rg e  if the  custom er pays  it and  it is imposed by the  c red i to r  as an inc ident  to 
o r  a condition of an  extension  of c re d i t .  However ,  a fu r th e r  p rov is ion  of the Regulation 
pe rm its  exclusion  of fees for l icense ,  cert if ica te  of ti tle and  reg is t ra t ion  fees from the  fi 
nance  c h a rg e  if they a r e  d isc losed  in itemized form.
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T h e  reg u la to ry  req u irem en t  for  itemization of these  fees has been  a so u rce  of 
confusion because  they a r e  typically  imposed in both cash  and  c re d i t  t ran sac t io n s ,  and  so 
do not meet the g e n e ra l  definition of finance c h a rg e .  The  Act does not specifically  re q u i re  
them to be itemized.

The  B oard 's  proposal  would allow them to be excluded  from the  f inance charge  
without being itemized if they a r e  imposed equal ly  on cash and  c re d i t  custom ers  and  payment 
of them is not a condition of the extension  of c red i t .  They  will still be  d isc losed  as p a r t  of 
the total amount of c re d i t  f inanced .

4) Revision of the Regulation Z req u irem en t  for itemization of a down
payment in a c red i t  sale  u n d e r  the  specific terms "cash  down-payment"  
and  " t r a d e - in . "

T he  B oard 's  proposal would a llow, ins tead ,  d isc lo su re  of the  total amount of down
paym ent,  inc luding cash ,  p ro p e r ty  ( t rade - in )  o r  o ther  va lue ,  and would eliminate the r e 
q u i r e d  te rm inology.

T he  Act r e q u i re s  only d is c lo su re  of the  sum of al I amounts  c red i ted  as 
d o w n -p a y m e n t .

The  text of the  B oard 's  p roposa ls  is a t tached .

#  # #  # #
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FEDERAL RESERVE SYSTEM
[1 2  CFR Part 226]

[B eg. Z; D ocket No. R -0096]

AMENDMENTS TO REGULATION Z TO 
SIMPLIFY DISCLOSURE REQUIREMENTS

Consumers in Credit Transactions

AGENCY: Board of Governors of .the 
Federal Reserve System.
ACTION: Proposed rules.
SUMMARY: These proposed rules would 
amend several sections of Regulation Z 
to reduce the complexity of the disclo
sures provided to consumers in credit 
transactions. The proposals would elimi
nate item ization of the components of 
the finance charge and the  downpay
ment, elim inate the requirem ent th a t 
certain  fees imposed equally on cash and 
credit customers be disclosed in order to 
be excluded from the finance charge, and 
simplify the disclosure concerning rebate 
of finance charges in the event of prepay
m ent in full of a precomputed instal
m ent obligation. These simplifying pro
posals are intended to elim inate unneces
sary inform ation from the T ruth  in 
Lending disclosure statem ent in order to 
focus attention on the more meaningful 
and useful cost disclosures as well as to 
promote creditor compliance w ith the 
regulation.
DATE: Comments m ust be received on or 
before June 15, 1977.
ADDRESS: Secretary, Board of Gover
nors of the Federal Reserve System, 
W ashington, D.C. 20551. All m aterials 
subm itted should include the docket 
num ber R-0098.

FOR FURTHER INFORMATION CON
TACT:

D. Edwin Schmelzer, Chief, F air Credit 
Practices Section, Division of Con
sumer Affairs, Board of Governors of 
the Federal Reserve System, W ashing
ton, D.C. 20551 (202-452-2412).

SUPPLEMENTARY INFORMATION: 
The Board of Governors of the Federal 
Reserve System is publishing for com
m ent several proposed amendments to 
Regulation Z designed to simplify the 
disclosure requirements. The provisions 
affected are ones which are not m andated 
by the T ruth  in  Lending Act but which 
were added by the Board under its regu
lation-w riting authority. The Board 
believes th a t the inform ation required to 
be disclosed by the current provisions 
may not be helpful or meaningful to  con
sumers, while causing substantial diffi
culty in creditor compliance.

The Board is considering fu rther sim
plifying am endments to the regulation

beyond those proposed herein. Since it 
recognizes the problems th a t would be 
created by a  consultant-revised regula
tion, it  will consider giving all of the 
slmplying changes the  same effective 
date, where appropriate.

The proposed amendments are as 
follows:

Itemization of finance charge. These 
amendments would elim inate the re
quirem ent th a t the components of the 
finance charge be itemized. Item ization 
for component charges is no t called for 
in the T ruth  in Lending Act, but this 
requirem ent in Regulation Z has caused 
substantial problems in creditor compli
ance w ithout comparable benefit to con
sumers. The Board believes th a t since 
consumers can most effectively compare 
credit costs based on the to tal finance 
charge, listing of the component charges 
does not m aterially assist credit shop
ping. Furtherm ore, many of the compo
nent charges, such as “tim e price dif
ferential,” are not m eaningful to  
consumers. Since one of the purposes of 
introducing the concept of “finance 
charge” into the T ruth in Lending Act 
was to elim inate the great variety of dif
fering terminology and encourage uni
form term s for purposes of comparison, 
it  is more in  keeping with this purpose 
to  require disclosure of only the to tal 
finance charge.

Prelim inary contacts w ith the Federal 
agencies responsible for the regulation’s 
enforcem ent and w ith the exempt 
States indicate th a t many of them  find 
item ization of the finance charge com
ponents to  be helpful in their exam ina
tions and investigations. However, it ap
pears th a t such item ization may be more 
relevant to the question of compliance 
with S tate laws th an  w ith the  T ru th  in  
Lending Act.

If a creditor wished to  continue ite
mizing the finnace charge, this would, 
of course, be permissible as additional 
inform ation under g 226.6(c).

Rebate of finance charge upon pre
payment. This am endm ent would sim 
plify the disclosures by elim inating the 
requirem ent to  identify the method 
used to compute the rebate of finance 
charges upon prepaym ent in full of an  
obligation. Instead, a  creditor would 
simply state w hether or not a rebate will 
be made. I t  is doubtful, particularly with 
ttie  typical rebate method, i.e., Rule of 
78’s, whether identification of the  m eth
od has been in any way meaningful to 
consumers, and elaborate explanations 
of how the various methods work would 
be fa r too complex and technical to be 
readily understood.

If  a creditor wished to provide more 
inform ation regarding rebates upon pre
payment, th is may be done pursuant to 
g 226.6(c).

The Board considered elim ination of 
all disclosures concerning rebates since 
this inform ation is not called for in the 
T ru th  in Lending Act. However it  ap 
pears th a t the existence of a  rebate is an 
im portant item  of inform ation for con
sumers, since it  has m onetary im pact 
and may affect consumer behavior.

The Board also considered an  alterna
tive am endm ent which would have re
quired a  statem ent of w hether or no t a  
rebate will be m ade only in those tran s
actions for which S tate law does not re
quire rebates to be given (i.e., where giv
ing of rebates is le ft to  the  creditor's 
discretion). I t  appears th a t most States 
require rebates to  be made upon full pre
paym ent of various types of obligations 
and often prescribe w hat method is to 
be used to  compute the rebate. In  such 
transactions, disclosure of the  existence 
of a  rebate would be merely reiterating 
a  S tate law requirement. This alterna
tive would have required a  statem ent of 
the creditor’s rebate policy only in those 
situations where it is not determined by 
S ta te  law. The Board decided not to pro
pose this alternative since it appears to 
be in the consumer’s interest to know if 
there will be a  rebate, regardless of 
whether or not S tate law requires it 
(particularly since few consumers are 
likely to know S tate law on this sub
ject) . Furtherm ore, since S tate laws on 
rebates are not uniform w ith regard to 
all types of credit transactions and all 
types of creditors, it would in many 
cases be sim pler for a  creditor to state  
its policy on provision of rebates for all 
transactions ra th er th an  determ ine if 
S tate law governs a  particular transac
tion.

The Board is interested in having the 
views of interested persons on this ques
tion of rebate disclosures, and would par
ticularly like to solicit comment on:

The extent to which S tate law governs 
rebate of finance charges upon prepay
ment.

The extent to which provisions on re
bates are included in credit contracts.

The extent to  which consumers are 
aware of their righ t to rebate under State 
law and the im portance to them  of credi
tors’ practices regarding rebates.

Itemization of license, certificate of 
title, and registration fees. This am end
m ent would elim inate the need for li
cense, certificate of title, and registration 
fees to be itemized in order to  exclude 
them  from  the  finance charge. I t  is the 
Board’s understanding th a t these types 
of fees are imposed equally in both cash 
and credit transactions (generally sales 
of automobiles) and therefore do not 
meet the definition of finance charge in 
g 226.4(a). Nevertheless, their Inclusion 
in g 226.4(b) suggests th a t they m ust be 
itemized and disclosed in order to be kept 
out of the  finance charge. Thus the pres
en t regulation creates an anomalous sit
uation by singling out these fees for spe
cial treatm ent, w ith no apparent con
sumer benefit.

I t  should be noted th a t if these license, 
certificate of title, and registration fees 
are financed by the creditor (ra ther than  
paid in  cash), they m ust still be itemized 
and disclosed as p art of the  amount 
financed.

Itemization ot downpayment. This 
amendment would elim inate item ization 
of the components of the downpayment 
in a credit sale and would drop the re 
quired terminology of “cash downpay
m ent,” “trade-in ,” and “to tal downpay-



m ent ’ While disclosure of the total 
downpayment Is essential, th e  extra In
form ation concerning its components is 
not particularly necessary to  a consum
er’s understanding of the credit transac
tion, and does no t assist in credit shop
ping.

If  a  creditor wished to  continue item iz
ing the downpayment, th is would, of 
course, be permissible as additional in
form ation under 5 226.6(c).

Pursuant to the  authority  granted in 
15 U.S.C. § 1604 (1970), the Board p ro 
poses to  am end Regulation Z, 12 CFR 
P a rt 226, as follows:
g 2 2 6 .4  [A m en d ed ]

1. Section 226.4(b) would be amended 
by deleting g 226.4(b) (4).

2. Section 226.8 would be amended as 
follows:
§ 226.8 C red it o th e r  th a n  o p e n  e n d — 

sp ec ific  d isc lo su res .
•  *  *  •  •

(b) • • *
(7) W ith respect to  an Obligation 

which includes precomputed finance 
charges, a  statem ent indicating w hether 
or not any portion of the finance charge 
will be rebated or credited to the custom
er in the event of prepaym ent in  full of 
the obligation.

(c) • • •
(2) The total am ount of the downpay

m ent (including any downpayment in 
money, property or other value).

* * • • •
(8) Except in the case of a sale of a 

dwelling:
(i) The to tal am ount of the finance 

charge, using the term  “finance charge.”
(d )  •  * •
(3) Except in the case of a loan secured 

by a first lien or equivalent security in 
terest on a  dwelling and made to  finance 
the purchase of th a t dwelling, the total 
amount of the "finance charge,” using 
the term  “finance charge.”

To aid in the consideration of these 
proposals by the Board, interested per
sons are invited to subm it relevant data, 
views, comments, or argum ents. All such 
m aterial should be subm itted in  writing 
to the Secretary, Board of Governors of 
the Federal Reserve System, W ashington, 
D.C. 20551, to be received not later than  
June 15, 1977. All m aterial submitted 
should include the docket num ber R - 
0098. Such Inform ation will be m ade 
available for inspection and copying upon 
request, except as provided in g 261.6(a) 
of the B o n d ’s Rules Regarding Avail
ability of Inform ation (12 CFR 261.6(a).

This notice is published pursuant to 
I 553(b) of T itle 5 United S tates Code 
and 1262.2(a) of the Rules of Procedure 
of the Board of Governors of the Federal 
Reserve System (12 CFR 262.2(a)).

By order of the Board of Governors, 
April 27.1977.

T h e o d o r e  E . A l l is o n , 
Secretary o f the Board.

[FR  Doc.77-13115 FUad 5-S-77;«:45 am ]




