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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

TRUTH IN LENDING
AMENDMENTS TO REGULATION Z t

T h e  following are  am endm en ts  in the  R egula 

tion Z pam phle t da ted  M arch  23, 1977:

1. Effective M arch  28, 1977, In terp re ta tion  
§226.821 is as follows:

S E C T IO N  226 .821— D IS C L O S U R E  O F  

D E A L E R  P A R T IC IP A T IO N

Section 226.8 ( c ) ( 8)(i) requires the itemization 

of each co m ponen t o f  a finance charge consisting 

of m ore  than  one type of charge. Section 226.4 
(a)(3) lists am ong  the types o f  charges to be in 

c luded in the finance charge  a “finder’s fee o r  
similar charge .” In  certain  credit transactions, such 

as the sale o f  au tom obiles and o th e r  consum er 

goods, w here  the finance charge is de te rm ined  by 

application  o f  a percentage rate o r  rates to the 
am o u n t  financed, a portion  o f  that charge m ay be 

a llocated to the dealer by the financial institution 

as a dea le r  partic ipation . T he  question  arises 

w he the r  such allocations must be itemized as a 

separate  co m ponen t of the total finance charge in 

the nature  o f  a finder’s fee.
T h e  requ irem en t fo r itemization o f  a finance 

charge w hich  includes a  finder’s fee o r  o the r  

e lements in addition  to an  interest com ponen t is 

in tended  to assure tha t the total finance charge 

disclosed to the cus tom er p roperly  reflects all 

com ponen ts  w hich  must be included in that 
am ount.  A ny  co m ponen t of the  finance charge 

w hich  is com puted  by the application  of a pe r 

centage rate o r  rates to the am oun t financed 

constitutes a single charge  of the type described in 
§ 226.4(a)(1). As such, it must be included in the 

finance charge  ca lcu la tion  and  disclosure. A  p o r 

tion o f  such single co m ponen t o f  the  finance 

charge  w hich is d is tr ibu ted  to a  dealer is no t 
considered a “ finder’s fee o r  similar cha rge” and  
need not be separa te ly  identified o r  disclosed. T h e  

concep t o f  a “ finder’s fee,” as that te rm  is used 
in § 226.4(a)(3), is in tended  to cover certain  

charges in the na tu re  of b rokerage  fees w hich  are

im posed in addition  to tha t  po rtion  o f  the finance 

charge  a t tributable  to the app lica tion  o f  a  p e r 

cen tage  rate  o r  ra tes to the am oun t financed. A ny  
such separa te  fee must, o f  course, be separately 

itemized.

2. Effective A pril 11, 1977, §226.6(a) is

am ended  by adding a new  p a rag raph  as follows:

S E C T IO N  226.6— G E N E R A L  D IS C L O S U R E  
R E Q U IR E M E N T S

* (a) Disclosures; general rule.***

All disclosures requ ired  to be given by this P a r t  

shall be m ade in the English language except in 

the C om m onw ea lth  o f  P u er to  R ico w here dis

closures may be m ade  in the Spanish  language 

with English language disclosures provided upon  
the cu s to m er’s request, e i ther in substitu tion  for 

the Spanish  disclosures or as additional in fo rm a 

tion in accordance  with § 226.6(c).

3. Effective July 20, 1977, §226.2 is am ended  

by adding  new  paragraphs (tt), (uu) and  ( w )  as 

follows:

S E C T IO N  226.2— D E F I N IT IO N S  A N D  
R U L E S  O F  C O N S T R U C T IO N

♦  * * * *

(tt) “Regular price” m eans (1) the tag or 

posted price charged  for the p roper ty  o r  service 

if a single price is tagged o r  posted; o r  (2) the 

price charged  for the proper ty  o r  service w hen 

paym ent is m ade by use of an open  end  credit 

ca rd  accoun t if e i ther (i) no price  is tagged or 

posted, o r  (ii) two prices are  tagged o r  posted, 

o ne  o f  w hich is charged  w hen  paym en t is m ade 

by use o f  an  open end  credit ca rd  accoun t and  

the o th e r  w hen  paym ent is m ade  by  use o f  cash, 
check, o r  similar m eans. F o r  purposes o f  this 

definition, paym ent by check, d raf t,  o r  o th e r  nego

tiable ins trum ent w hich  m ay  result in the  debiting 

o f  a c a rdho lde r’s open end accoun t shall not be 

considered  paym ent m ade  by use o f  tha t  account.

t  Fo r this Regulation to be complete as amended to 
October 1, 1980, retain:
1) P r in ted  Regulation pam phlet da ted  March 23, 1977.
2) This slip sheet. (Destroy slip shee ts  dated  Jan u a ry  and 

March 1980.)
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(uu) “D iscount,” as used in §§ 226 .4(i) and  

226.13(1), m eans a reduction  m ade f ro m  the “reg 

u la r  price ,” as defined in § 226.2(tt).
(vv) “Surcharge,” as used in § 226.4(i), m eans 

any  am o u n t added  at the point o f  sale to the 

“ regu la r p rice ,” as defined in § 226.2(tt), as a 

condition  o r  consequence  o f  p aym en t being m ade 

by use o f  an  open  en d  cred it card  account. F o r  

purposes o f  this definition, paym ent by check, 

draf t,  o r  o th e r  negotiable  in s trum en t w hich  may 

result in the debiting o f  a ca rd h o ld e r’s open  end  

accoun t shall not be considered  paym en t m ade  by 

use o f  tha t account.

# * # * #

4. Effective July 20, 1977, § 226.4(i) is am ended  

to  read as follows:

S E C T IO N  226.4— D E T E R M IN A T IO N  O F  
F IN A N C E  C H A R G E  

* * * * *

(i) Discounts for payments in cash. (1) N o t 

w ithstanding any o th e r  provision o f  this section, 

a d iscount w hich  a c red i to r  offers, allows, o r  

o therw ise m akes available fo r the  purpose  o f  in 
ducing  paym ents  fo r a purchase  by  cash, check, 

o r  sim ilar m eans ra th e r  th a n  by use of an  open 
end  cred it ca rd  accoun t,  w h e th e r  o r  no t a  credit 

c a rd  is physically used ,r,i is no t a finance charge, 

P rov ided  that:

(i) Such discount does no t exceed 5 p e r  cent 

w hen com pu ted  o r  expressed as a percen tage  of 
the regu lar price o f  the p ro per ty  o r  services w hich  

are  the subject o f  the transaction ,

(ii) Such d iscoun t is available to  all p rospec 

tive buyers, w h e th e r  o r  no t they are  cardholders , 

an d  such fact is clearly  and  consp icuously  dis

closed by a sign o r  d isplay posted at o r  n ea r  each 
public en tran ce  to the seller’s place o f  business 

w here in  such  d iscount is offered, an d  at all loca
tions w ithin the place o f  business w here  a p u r 

chase  m ay  be  paid  for, and

(iii) I f  an offer o f  p rope r ty  o r  services is 
advertised  in any  m ed ium  o r  if offers a re  invited 

o r  accep ted  th ro ugh  the mail, over the  te lephone, 

o r  by  m eans o th e r  th a n  personal con tac t between 

the  cus tom er and  the c red i to r  offering such  a dis-

5a F o r  purposes o f  this section, paym ent by check, 
draft, o r  o th e r  negotiable instrum ent which m ay 
result in the debiting o f  a  ca rdho lder’s open end 
account shall no t be considered paym ent m ade by use 
o f  that account.

count, and  if custom ers  are  a llow ed to pay by 

use o f  a cred it ca rd  o r  its underly ing  accoun t and 
such  fact is disclosed in the advertisem ent, te le 

phone  contact, o r  in o the r  correspondence , the 
availability o f  such a d iscount m ust be clearly  and  

conspicuously  disclosed in any advertisem ent for 

such  offerings and, in any  case, be fo re  the  trans 

action has been  com ple ted  by  use of the credit 

c a rd  o r  its underly ing account. If  a price  other 

than  the regu lar price, as defined in § 226.2(tt), is 

disclosed in an advertisem ent, te lephone contact, 

o r  o the r  correspondence  p rom oting  goods o r  serv

ices fo r w h ich  such a d iscount is offered, then  the 

advertisem ent, te lephone contact, o r  o th e r  co rre 

spondence shall also indicate tha t such price is not 
available to credit c a rd  purchasers.

(2) W ith  respect to any such  discount which is 

g rea te r than  5 p e r  cent, the to tal am oun t o f  such 

d iscount shall constitu te  a  finance charge u n d er  

§ 226.4(a) to be disclosed in accordance  w ith 

§ 226.7(e).

(3) T h e  availability o f  any  d iscount m ay be 

limited by  the c red ito r offering such  d iscount to 

certa in  types of p roperty  o r  services o r  to  certain 
outlets m a in ta ined  by tha t cred ito r p rov ided  tha t 

such lim itations are clearly  and conspicuously  dis

closed.

t  (4) No creditor in any sales transaction may 

impose a surcharge. This paragraph shall cease to 

be effective on February 27, 1979.

(5) N otw iths tand ing  any o th e r  provisions o f  this 

Part, any  d iscount w hich, pu rsuan t to parag raph  

(1), is not a finance charge  fo r purposes o f  this 

P a r t  shall not be considered  a finance charge  o r  
o the r  charge  fo r cred it un d e r  the laws o f  any  

State re lating  to:

(i) usury; or

(ii) disclosure of inform ation in connection  with 

credit extensions; o r
(iii) the types, am ounts , o r  rates of charges, o r  

the elem ent o r  elements o f  charges perm issible in 

connection  with the extension o r  use o f  credit.

5. Effective July 20, 1977, foo tno te  51 to 

§ 226.5(a)(3)(ii) is redesignated foo tnote  5 1’.

6. Effective Ju ly  20, 1977, section 226.13(0

(l)( i)  is am ended  by deleting the  w ord  “cash” 

w hich appears  im m ediate ly  before the w o rd  “dis

co un ts .”

t  Prohibition on imposition of surcharges extended to 
February 1981 on March 5. 1979. See no. 19 on page 8.



7. Effective A ugust 17, 1977, In te rp re ta tion  

226.709  is as follows:

S E C T IO N  226 .709— A P P L IC A T IO N  O F  

L IM IT E D  R E Q U IR E M E N T S  T O  C A R D  

IS S U E R S  W H IC H  B IL L  C U S T O M E R S  O N  A 

T R A N S A C T IO N -B Y -T R A N S A C T IO N  BASIS

It has com e to  the B oard ’s a tten tion  tha t c e r 

tain credit cards are  issued, the card  issuer and  the 
seller being the sam e person  o r  re la ted  persons, in 

connection  w ith w hich  no finance charge  is im 

posed an d  custom ers are  billed in full fo r  each use 

o f  the ca rd  o n  a transaction-by-transaction  basis 

by m eans o f  an invoice o r  o th e r  s ta tem en t reflect

ing each  use o f  the card . N o  cum ula tive  accoun t 

w hich  reflects the transactions by each  custom er 

during  a period of time, such as a m on th , is m a in 
ta ined.

Section 103(f) o f  the A c t requires all c red it c a rd  

issuers to com ply  w ith certa in  provisions, even 
though  those provisions a re  generally  applicable 

on ly  to cred ito rs  o f  open  end cred it plans, and  

requires the  B oard  to apply these provisions to all 

c a rd  issuers “ to the ex tent ap p rop r ia te .” T h e  
question  arises as to w h ich  of those provisions, 

as im plem ented  by this Part,  appropria te ly  apply 
to such card  issuers.

Such card  issuers m ay bill custom ers on  a trans
action-by-transaction  basis and  need no t m ain ta in  

a cum ulative accoun t fo r  each cus to m er for w hich 
a periodic  sta tem en t m ust be sent.

P rio r  to the first use o f  the cred it card , the  card  

issuer shall provide the cus tom er w ith a sta tem ent 

setting fo r th  the disclosures requ ired  by § 226.7 

(a)(9) and, as applicable, § 226.7(a)(6) and § 226.7
(a)(7). T h e  disclosure requ ired  by § 226.7(a)(6) 

shall be limited to those charges tha t a re  o r  m ay 

be im posed as a result o f  the  deferra l o f  paym ent 

by use o f  the card , such  as late paym ent o r  delin 

quency  charges. Such c a rd  issuers need  no t p ro 

vide the d isclosure requ ired  by § 226.7(a)(8).

T h e  disclosures requ ired  by § 226.7(b)(l)(i) ,

(iii) and  (ix) need  no t be given by such  cred it ca rd  

issuers. T h e  requ irem en ts  o f  § 226.7(b)(l)(ii)  and  

§ 226 .7(b)(l)(x) a re  applicable to such  ca rd  is
suers, and  com pliance  m ay be achieved by placing 

the  requ ired  disclosures on  the invoice o r  sta te 

m ent sent to the custom er fo r each  transaction. 

Section 226.7(b)(2) does not apply to these credit 
c a rd  issuers.

T h e  provisions o f  § 226.7(c), inc luding those 

w hich  perm it certa in  requ ired  disclosures to be 

m ade o th e r  than  on the f ron t o f  a periodic sta te 

m ent, shall apply. All references to the  “ periodic 

s ta tem en t” in § 226.7(c) shall be read  to  indicate 
th e  invoice o r  o th e r  billing d o cu m en t sent to  the 

cus tom er fo r each  transaction .

T he  provisions of § 226.7(d) shall apply  to such  

cred it c a rd  issuers. C om pliance  therew ith  m ay  be 
achieved (1) by m ailing o r  delivering the sta tem en t 

requ ired  by § 226.7(a)(9) to  each  cus tom er w ho 

receives a transac tion  invoice during  a  one-m onth  

period  chosen  by the  ca rd  issuer w hich  m eets the 

tim ing requ irem en ts  o f  § 226.7(d)(2), (3), an d  (4); 

o r  (2) by  sending  e ither the  s ta tem en t p rescribed  

by § 226.7(a)(9) o r  the  s ta tem en t p rescribed  by 

§ 226.7(d)(5) w ith each invoice sent to a  custom er.

T h e  provisions o f  § 2 2 6 .7 (0  apply  to these 
cred it c a rd  issuers, except tha t (1) no tice  o f  the 

change  in  te rm s shall be  g iven a t  least 15 days 
p r io r  to the  date  up o n  w hich  the change takes 

effect, ra ther  than  15 days p rio r  to the  beginning 

date  o f  the  billing cycle in w hich  it takes effect, 

and  (2) the card  issuer need notify  ca rdho lders  in 

advance  o f  on ly  those changes in te rm s w hich , if 

un d e r tak en  by creditors o f  open  end  cred it plans 

generally , w ould  necessitate no tice  to  all custom ers 

p r io r  to im posing the ch ange  on  the ir  accounts.

T h e  provisions o f  § 226.7(g) shall app ly  to  such  

c red it ca rd  issuers if th e  cred it c a rd  p lan  includes 

the possible im position  o f  a specific charge  fo r l&te 

paym ent, default,  o r  delinquency . O therw ise, they 

do not apply  to  such credit c a rd  issuers.

T h e  provisions o f  § 226.7(h) shall apply  to such  

credit ca rd  issuers, except tha t all requirem ents  to  

c red it am o un ts  to  an accou n t m ay  be  com plied  

w ith  by o th e r  reasonab le  m eans, such  as by a 

cred it m e m o ran d u m . Since no periodic  s ta tem ents 

a re  p rov ided  o r  requ ired  fo r  the c red i t  ca rd  sys

tems subject to this in terp re ta tion , a notice o f  
excess paym ent should  be sent to the custom er 

w ithin a reasonable  period  o f  tim s following its 

occu rrence  unless a re fu nd  o f  the excess paym ent 

is mailed o r  delivered to  the c u s to m e r 'w ith in  5 

business days of its receipt by the ca rd  issuer.

T h e  ca rd  issuer shall com ply  w ith  all the p ro 

visions o f  § 226.13, inc luding § 2 2 6 .1 3(i) and  (j) 
to the extent tha t they are applicable  to the credit 
ca rd  plan, except th a t § 226.13(k) is inapplicable.

T h e  card  issuer shall com ply  w ith  the p rov i
sions o f  § 226.14, as applicable. All references in



§ 226 .14  to  the  “periodic  s ta tem ent” shall be read  

to  indicate the  invoice o r  o th e r  s ta tem en t fo r the 

relevant transaction . All actions referenced in 
§ 226 .14  w ith regard  to co rrec ting  and  adjusting 

a cu s to m er’s account m ay  be taken  by issuing a 
re fund  o r  a new  invoice, o r  by o th e r  appropr ia te  

m eans consistent w ith the purposes o f  the section.
8. Effective O c to b e r  10, 1977, § 226.8(b) is 

am ended  by the addition  o f  pa rag rap h  (8) as 
follows:

S E C T IO N  226 .8— C R E D IT  O T H E R  T H A N  

O P E N  E N D — S P E C IF IC  D IS C L O S U R E S

* * * * *

(b) * * *

*(8) If  the  annua l percentage rate  as disclosed 

un d e r  § 226.8(b)(2) is prospectively subject to 

increase10*, the following additiona l disclosures 
shall be m ade:

(i) the fact tha t  the  annua l percentage rate 

is subject to increase and  the conditions u nder  
w h ich  such ra te  m ay  increase, inc luding: (A) 

identification o f  the index, if any, w ith respect to 

w hich such increase in annual percen tage  ra te  is 

tied; and  (B) any  lim itation  on such increase;

(ii) the  m anner(s)  (such as an  increase in 

paym ent am oun ts ,  nu m b e r  o f  scheduled  periodic 

paym ents ,  o r  in the am o u n t  due  at m aturity ) in 

w hich  any  increase in the annua l percen tage  rate  
m ay  be effected;

(iii) if the obligation  is repayable  in sub 
stantially equal instalm ents at substantia lly  equal 

intervals (including those obligations providing 

for “balloon” paym ents) and  the increase cou ld  be 

effected by an  increase in the periodic  paym ent 

am ount, a  s ta tem en t o f  the estim ated  increase in 

the am o u n t  o f  the pay m en t caused by a h y po th e t

ical im m edia te  increase o f  one  q u a r te r  o f  one 

percen tage  point, based upon  the  n u m b e r  of 

scheduled  periodic paym ents  and  orig inal am oun t 
financed disclosed at consum m ation ;

(iv) if the obligation is repayable  in substan 
tially equal instalments at substantially  equal in 

tervals (including those obligations providing fo r

* Amended 4 /11 /77 .
'" •F o r  this purpose, the phrase “prospectively sub

ject to increase” does not apply to increases in the 
annual percentage rate upon such occurrences as de
fault, acceleration, late payment, assumption or 
transfer of property.

“ balloon” paym ents) and  the increase could be 

effected by an increase in the n u m b e r  o f  periodic 

paym ents, a s ta tem en t o f  the  estim ated  increase in 

the n u m b e r  o f  periodic paym ents caused by a 
hypothetical im m ediate  increase o f  one  quarte r  

o f  one  percentage point, based upon the periodic 

paym ent am o u n t  and  the original a m o u n t  financed 

disclosed at consum m ation .

A ny  increase in the  annual percen tage  rate  

w ithin the conditions or limitations disclosed in 

accordance  w ith this p a rag raph  is a  subsequent 

occurrence  u n d e r  § 226.6(g) and  is not a refinanc

ing u n d e r  § 226 .8(j).

T h e  disclosures requ ired  u n d e r  § 226.8(b)(8)(iii) 

and  (iv) need be m ade only in transactions in 

w hich  a security  interest is taken in real property  

used o r  expected  to be used as the cus tom er’s 

dwelling, and  they need not be m ade  in transac 

tions prim arily  fo r  agricultural purposes, t ran sac 

tions in w hich the obligation is repayable  in sub

stantially equal instalments which do not include 

repaym ents  o f  principal, o r  transactions in which 

disclosures are  m ade pursuan t to § 226.814.

9. Effective O c tober  10. 1977, In terp re ta tion  

226 .810  is rescinded.

10. Effective M arch  28. 1978 § 226.7(k)(3)(ii) 

is am ended  as follows (inasm uch as footnote 9e 

is unaffected by this am endm ent,  the text o f  the 

footnote  is not rep roduced  below):

S E C T IO N  226 .7— O P E N  E N D  C R E D IT

A C C O U N T S — S P E C IF IC  D IS C L O S U R E S

*  *  *  *  *

(k ) * * *

(3) * * *

(ii) A descrip tion  o f  the transaction , which 

characterizes  it as a cash  advance, loan, overdraft 

loan, o r  o the r designation  as appropria te ,  and 

w hich  includes the am oun t o f  the transaction  and 

the date  of the transaction  0e or the  date  which 
appears  on the docum en t o r  in s trum ent evidencing 

the transaction  (if the cus tom er signed the docu 
m ent o r  ins trum ent), o r  the date  of deb iting  the 
am oun t to the account, p rovided tha t if on ly  the 

debiting date  is disclosed and the cus tom er sub

mits a p ro p e r  w rit ten  notification o f  a billing e rro r 

related to the transaction , the c red ito r shall treat 

such inquiry as a  billing e rro r  u n d e r  §§ 226.2(j) 

and  226.14, and  as an  erroneous billing under  

§ 226.14(b), and  shall supply  d o cu m en ta ry  evi



dence of the  transaction  w he the r  o r  no t the cus
tom er requests it, w ithin the tim e period allowed 

u nder  § 226 .14  fo r  resolution o f  a billing e rro r  

w ithou t charge  to the custom er. If the date  of 
debiting is disclosed, it m ust be reasonably  identi

fied as such on the periodic s ta tem ent.

I I .  Effective A pril 21, 1978 § 226.1(d) is d e 

leted and a new § 226.1(d) is inserted  to read  as 
follows:

S E C T IO N  226.1— A U T H O R IT Y , S C O P E , 

P U R P O S E , E T C .

* * * * *

(d) Issuance of staff interpretations. (1) Unoffi

cial staff in terpre ta tions will be issued at the staff’s 

discretion w here the pro tec tion  o f  section 130(f) 

of the A ct is ne ither requested  n o r  required , o r  

w here  a rapid  response is necessary.

(2)(i) Official staff in terpretations will be issued 

at the discretion o f  designated officials. N o  such 
in terpre ta tion  will be issued approving  c red ito rs’ 

o r  lessors' forms o r  statements. A ny  request for 

an official staff in terpre ta tion  of this P a r t  m ust be 

in w riting  and  addressed to the D irec to r  o f  the 

Division o f  C o n su m er  Affairs. B oard  of G overno rs  

of the Federal R eserve System. W ashington, D .C. 

20551. T h e  request must contain  a com plete  sta te 

m ent of all relevant facts concern ing  the credit or 

lease transaction  o r  a rrangem en t and m ust include 
copies of all pertinent docum ents.

(ii) W ithin 5 business days o f  receipt o f  the 

request, an acknow ledgm ent will be sent to the 

person m aking  the request. If. in the opinion of 

the designated  officials, issuance o f  an official staff 

in terpre ta tion  is appropria te , it will be- published 

in the F ederal Register  to becom e effective 30 

days af te r  the publication date. I f  a  request for 

public co m m en t is received, the effective date  will 

be suspended. T h e  in terpre ta tion  will then be re 
published in the Federal Register  and  the public 

given an opportun ity  to com m ent.  A n y  official 

staff in terpre ta tion  issued after  oppo rtun ity  fo r  

public com m en t shall becom e effective upon  p u b 
lication in the Federal Register.

(3) A ny  request for public com m en t on an offi

cial staff in te rpre ta tion  of this P art  m ust be  in 

w riting and  addressed to the Secretary , B oard  o f  
G overno rs  o f  the F ede ra l  R eserve System, W ash 

ington, D .C . 20551. and  postm arked  o r  received 

by the Secre tary’s office w ithin 30 days o f  the

in te rp re ta t ion ’s publication in the Federal Register. 

T h e  request must con ta in  a s ta tem en t setting fo r th  

the reasons w hy  the person m aking  the request b e 

lieves tha t public co m m en t w ould  be appropria te .

(4) P u rsu a n t  to section 130(f) o f  the Act, the 

B oard  has designated  the D irec to r  and  o the r  offi

cials o f  the Division o f  C o n su m er  Affairs as offi
cials “duly  au tho rized” to issue, at the ir  discretion, 

official staff in terpre ta tions o f  this Part .

12. Effective M ay  30, 1978, § 226.6(i) is
am ended  to read as follows:

SECTION 226.6— GENERAL DISCLOSURE 
REQUIREMENTS

--h *  *  *  *

(1) Preservation and inspection o f  evidence of  

compliance. (1) Evidence o f  com pliance with the 

requirem ents imposed u nder  this Part ,  o th e r  than 

advertising requirem ents u nder  § 226.10, shall be 

preserved by the c red i to r  o r  lessor fo r  a period 

of not less than  2 years a f te r  the date  such dis

closure is required  to be made.

(2) W ith  respect to a c red i to r  o r  lessor subject 

to the adm inistra tive en fo rcem en t jurisdiction of 

the C om ptro ller  o f  the C urrency . B oard  o f  D i 
rectors o f  the Federa l D eposit Insu rance  C o rp o 

ration. Federal H om e L oan  B ank B oard  (acting 

directly o r  through the Federa l Savings and L oan  

Insu rance  C orpora tion) , A d m in is tra to r  o f  the 

N ational C red it U n ion  A dm inistration  o r  B oard  

of  G overno rs  o f  the F edera l  Reserve System, all 

evidence o f  com pliance  with the requ irem ents  
im posed u nder  this Part, dating  from  July 1, 1969, 

o the r than advertising requirem ents u n d e r  

§ 226.10, shall be retained until:

(i) T h e  adm inistra tive au thority  fo r  th a t  credi

tor o r  lessor com pletes one exam ination  fo r  co m 

pliance with the requirem ents  imposed under  this 

P a r t  subsequent to  adoption  o f  a s ta tem ent o f  

enfo rcem en t policy,fia and

(ii) A period o f  not less than 2 years has 

elapsed from  the date tha t disclosure w as required  
to be made.

r,a “S ta tem ent of enforcem ent policy” refers to  a 
final sta tem ent based on the Join t N otice o f  Proposed 
S tatem ent of E nfo rcem en t Policy published at 42 F R  
55786 (1977).



(3) E ach  c red ito r o r  iessor shall, w hen  direc ted  

by the appropria te  adm in is tra tive  en fo rcem en t 

au thority  designated in section  108 o f  the Act, 

perm it that au thority  o r  its du ly  au thorized  re p re 

sentative to inspect its relevant reco rd s  and  evi
dence o f  com pliance  w ith this Part.

13. Effective M ay 30, 1978, foo tno te  6a to 
§ 226.7(a)(4) is redesignated  footnote  6b.

14, Effective A ugust 3, 1978, § 226.9(g) is 

am en ded  by adding  a new  parag raph  as follows:

t  SECTION 226.9— RIGHT TO  RESCIND 

C ERTAIN  TRA N SA CTION S

*  *  4  *  *

(g) E xceptions to general rule. * * *

(6) Individual transactions u n d e r  an open end 
credit account: Provided,

(i) T ha t the  c red i to r  and the seller are  not the 

sam e o r  related persons.1*1

(ii) T h a t  the c red i to r  provides the disclosure 

requ ired  by § 226.9(b) a t the time the disclosures 

required  u n d e r  § 226.7(a) are requ ired  to be made, 

or, if the security interest is not retained o r  a c 

quired at the tim e the § 226.7(a) disclosures are  

requ ired  to be m ade, a t  the  time the security  in ter 
est is reta ined o r  acquired.

(iii) T h a t  the c red ito r does not change the 

te rm s o f  a c u s to m er’s accou n t w ith in  the  m ean in g  
o f  § 226.7(f) o r  increase the cus tom er’s line of 

cred it w ithou t affording the cus tom er the o p p o r

tunity  to  refuse the change  in te rm s o r  th e  in 
crease. I f  the cus tom er refuses the change in 

term s, the c red i to r  need no t extend any  fu r the r  
cred it on the account; however, the cus tom er shall 

have the right to repay  any  existing obligation on 

the accoun t u nder  the then  existing te rm s of the 
account. A t the tim e a disclosure o f  a change in 

te rm s u nder  § 226.7(f) is requ ired  to be m ade  or 

p rio r to  an  increase in the  cu s to m er’s line of 

credit, the cred ito r shall provide the cu s tom er with 

two copies o f  a disclosure setting forth , as app li
cable: T h e  fact tha t the c red i to r  in tends to  change 

the terms o r  increase the line o f  credit o f  the

“ Will be rescinded effective at the time the Board 
adopts a new open-end credit rescission provision as part 
of a revised Regulation Z under the Truth in Lending 
Simplification and Reform Act of 1980. See nos. 21 and 
23 on page 10.

14a F o r  purposes of § 226.9 (g) (6) a  person is re 
lated to  a cred ito r if that person would be deem ed 
related to  the credit o r  under foo tno te  9b to  § 226.7 ( k ) .

custom er’s account; the fac t tha t the accou n t is 

secured  by  the cu s tom er’s real p ro per ty ; and  the 

fac t th a t  the  custom er m ay  refuse the  change in 
te rm s and  repay  any  existing obligation under  

the then existing te rm s o f  the accoun t,  o r  refuse 

the increase in the line o f  credit, by  giving the 
c red ito r written  notice w ith in  3 business days o f  

the date  o f  the disclosure.
(iv) T h a t  a t  least once each  ca lendar  year the  

cred ito r furnishes to the cus tom er a  disclosure 

o f  the fact tha t  the cu s to m er’s accoun t is secured 
by the cu s to m er’s real p roper ty  and  th a t  failure  

to  pay  any  ou ts tand ing  balance  in accordance  

w ith the te rm s o f  the accou n t could  result in the  

loss of the cus to m er’s real p roperty .

(v) T h a t  each disclosure prov ided  p u rsu an t 

hereto  is m ad e  on one side o f  a s ta tem en t separa te  

from  any  o th e r  docum ents , tha t the d isclosure sets 

fo r th  the  nam e o f  the c red ito r and, in the case of 
the  disclosures required  by  p a rag raph  (g)(6)(iii) 

o f  this section, the c red i to r’s address, the da te  on 

w hich  the disclosure is furnished to  the custom er, 

the  da te  by  w hich the cus tom er should give notice 
o f  refusal o f  the increase in the line o f  cred it o r  

the  change in term s o f  the account, and  the fact 

tha t one  copy  o f  the  disclosure can  be used fo r  

tha t purpose.

15. Effective A ugust 3, 1978, In te rp re ta tion  

§ 226 .904  is as follows:

t  SECTION 226.904— RIGHT OF RESCIS
SION FOR CERTAIN  OPEN END CREDIT

ACCOUNTS

Section 226.9(g)(6) provides an exception  to the 

righ t o f  recission fo r individual transactions on 

an op en  end  cred it accoun t provided, am ong  o th e r  

things, th a t the  disclosures requ ired  by tha t sec

tion a re  m ade a t  the times specified. T h e  question 

arises as to w ha t disclosures will satisfy the re 

qu irem ents  of §§ 226.9(g)(6) (iii) and  (iv).

T h e  disclosures set fo r th  below, if accu ra te  and  

w hen  p ro p e r ly  com pleted , will satisfy the  re 

qu irem ents , as to fo rm  and  content, o f  the  in 

d ica ted  sections o f  the  regulation. N o  specific

t  Will be rescinded effective at the time the Board 
adopts a new open-end credit rescission provision as part 
of a revised Regulation Z under the Truth in Lending 
Simplification and Reform Act of 1980. See nos. 21 and 
23 on page 10.



type size o r  style is required . If the real p roper ty  

o n  w hich  the security  interest m a y  arise does no t 

include a  dwelling, the c red i to r  m a y  substitute 
such w ords as “ the p rope r ty  you  a re  pu rchas ing” 

fo r  “y o u r  h o m e "  o r  “ lo t” fo r  “ho m e” w here  these 

w ords ap p ea r  in the  disclosure.

Section 226.9(g)(6)(iii) (increase in line of 
credit).

N otice to C ustom er  R equired by F ederal 
Law

(Name of creditor)

has approved  an increase in the am o u n t  o f  
credit available to you on y o u r  open  end  ac 
coun t secured  by y ou r  hom e. A ny  additional 

credit you use will also be  secured  by y o u r  hom e. 

Y ou  have a r ight to refuse to accep t this increase. 

Y o u  m ay  exercise this right w ith in  th ree  business 
days f ro m _________________________________________

(date disc losure  delivered t o  customer)

by notifying us a t ________________________________
(address of creditor's place of

_________by mail o r  te legram  sent no t la ter  than
business)

midnight o f  _______.Y ou m ay also use any  o ther
( d a l e )

form  of w ritten  notice to refuse the increase if it 

is delivered to the above address not la te r  than  
tha t time. This notice m ay  be used  fo r  that p u r 
pose by dating and  signing below.

I hereby refuse the increase in the credit avail
able on m y account.

(da le ) (customer’s signature)

f  Section 226.9(g)(6)(iii) (change in terms).

N otice to  C ustomer R equired by F ederal 
L aw

(Name of creditor)

intends to change the term s of y o u r  open  end 
credit account w hich is secured  by  y o u r  hom e. 

Y ou  have a right to refuse to accept this change 

in terms. I f  you  refuse this change in terms, w e 

have the right to refuse to  extend any  fu r ther  
c redit on  your open end account and  m ay require  

you to  repay  any  existing obligation on y o u r  ac-

t  Third sentence of this section amended on October 
31, 1978. See no. 18 on page 8

count u n d e r  the present te rm s of the account. Y ou  

m ay  exercise yo u r  right to  refuse the change in 
te rm s w ith in  three business days o f ________________

( d a t e  d i s c l o s u r e

________________________by notifying us a t ________
delivered to customer) (address

_______________________________ by mail o r  te legram
of creditor's place of business)

sent no t la ter than  m idnigh t o f ________.You m ay
(date)

also use any  o the r  fo rm  of w ritten  notice to refuse 

the change in te rm s if it is delivered to  the  above 

address no t la ter  than  tha t time. This notice m ay  

be used fo r  tha t pu rpose  by dating and  signing 
below.

I  hereby  refuse the change in the te rm s o f  m y  
account.

(date) (customer’s signature)

Section 226 .9 (g )(6 )(iv )  (annual disclosure).

N otice to  C ustomer  R equired by F ederal 
Law

T his  is to rem ind  you  tha t y o u r  open  end  credit 

accoun t w ith _____________________ is secured  by a
(Name of creditor)

lien, m ortgage, o r  o th e r  security  in terest on  y o u r  

hom e. This  m eans  th a t  y o u r  fa ilure  to pay  any  
ou ts tand ing  balance  in accordance  w ith  the te rm s 

o f  the accoun t could  resu lt in the loss o f  y o u r  

home.

16. E ffective A ugust 31, 1978, § 226 .8(a) is 

am ended by adding the following sentence to the 
end:

SECTION 226.8— C R E D IT  OTH ER THAN 

OPEN EN D — SPECIFIC DISCLOSURES

(a) G enera l  rule.

* * * * *

N otw iths tand ing  the provisions o f  p a rag raphs
(a) (1) and  (2) o f  this section, a  c red i to r  m ay, in 

any  transaction  in w h ich  the paym ents  scheduled 

to  repay the indebtedness vary, satisfy the requ ire 

m ents  o f  § 226.8(b)(3) with respect to the num ber, 

am o u n t,  and  due  dates o r  periods o f  paym ents  by 

disclosing the requ ired  in fo rm ation  on the  reverse 

o f  the disclosure s ta tem ent o r  on a separate  
page(s): Provided, T h a t  the following notice 

appears  w ith the o th e r  requ ired  disclosures:



“N O T IC E : See [reverse side] [accom panying  state

m ent] for the schedule  o f  paym ents.”

17. E ffec tive  A ugust 31 , 1978, Interpretation 
§ 226.503 is am ended by adding the following to 

the end:

SECTION 226 .503— MINOR 
IRREG U LA RITIES— M AXIMUM 

IRREGULAR PERIOD LIMITS

* $ * * *

N otw iths tand ing  the  above o r  the language in 

§ 226.5(d) tha t limits the m ino r  irregularities p ro 

visions to  transactions tha t are “otherwise payable 

in equal instalments scheduled  a t  equal intervals,” 

the following rule m ay  apply. A n initial paym en t 
period of 62 days o r  less m ay  be trea ted  as though  
it w ere regular and  an  irregular initial paym ent 

o r  any  port ion  thereof resulting from  the applica

tion of a rate to the balance for such an irregular 
period may be disregarded if:

(1) T he scheduled am ortization  o f  the obliga
tion (the date from which the finance charge be
gins to accrue to the date o f  the final scheduled 

payment) is at least 10 years, and
(2 )  T h e  o b l ig a t io n  is o th e rw is e  p a y a b le  in 

monthly instalments.

18. Effective O ctober 31, 1978, Interpretation 
§ 2 2 6 .9 0 4  is a m e n d e d  by  d e l e t i n g  the  th i rd  

s e n te n c e  o f  the  d is c lo su re  c a p t io n e d  “ S ec t ion  
226.9(g)(6)(iii)  (change in te rm s),”  which reads, 
“ If  you refuse this change in terms, we have the 

righ t to refuse to e x ten d  any fur ther credit on 
your account and may require you to repay any 
e x is t in g  o b lig a t io n  on  y ou r accoun t u nder  the 

present terms o f  the accoun t ,”  and substituting in 
its place “ If you refuse this change in terms, you 

have the right to continue to repay your existing 
obligation under the present terms of the account. 
However, we would then have the right to refuse 
to extend any further credit,  except pursuant to 
these new te rm s .”

19. Effective M arch 5, 1979. § 226.4(i)(4) is 
am ended to read as follows:

SECTION 226 .4— D ETERM INATION OF 

FINANCE CHA RG E
* * * * *

(i) ***
(4) No creditor in any sales transaction may im

pose a surcharge. This paragraph shall cease to be 
effective on February 27, 1981.

t  20. Effective January 10, 1980, § 226.5(a) is 

amended and new §§ 226.5(b) and (c), 226 .8(r) 
and (s) and S u p p lem en t I to R egula tion  Z are 

added, to read as follows:

SECTION 226 .5— D ETERM IN ATIO N  OF 

A NN UA L PERC EN TA G E RATE

(a) O p e n  e n d  c r e d i t  —  g e n e r a l  r u l e .  T he

annual percentage rate is a measure of the cost of 
credit, expressed as a yearly rate. An annual per
centage rate shall be considered accurate if it is not 

more than '/« of 1 percentage point above or below 
the annual percentage rate determined in accordance 

with this section.
* * * * *

(b) C re d i t  o th e r  th a n  open  end .  (1) General 
rule. The annual percentage rate is a measure of the 

cost of credit, expressed as a yearly rate, which re
lates the amount and timing of value received by 
the consumer to the amount and timing o f  payments 
made. The annual percentage rate shall be deter

m ined  in a cco rd an ce  w ith  e i th e r  the  ac tuaria l 
method or the United States Rule method and shall 
be considered accurate if it is not more than '/» of 1 
percentage point above or below the annual per
c e n t a g e  ra te  d e t e r m i n e d  in a c c o rd a n c e  w ith  
whichever method is used. Explanations, equations 

and instructions for determining the annual percen
tage rate in accordance with the actuarial method 
are set forth in Supplement I.

(2) C om puta tion  too ls, (i) T he R egulation  Z 
Annual Percentage Rate Tables produced by the 
Board may be used to determine the annual per
centage rate, and any such rate determined from 

these tables in accordance with the instructions con
tained therein will comply with the requirements of 
this section. Volume I o f  the tables applies to sing
le advance transactions involving up to 480 month
ly payments or 104 weekly payments. It may be 

used for regular transactions, and for transactions 
with any of the following irregularities: an odd first 
period, an odd first payment, and an odd final pay
ment. Volume II applies to transactions involving 
m ultip le  advances and any type o f  paym ent or 
period irregularity.

t  These revisions will be effective concurrently with 
those in existence prior to January 10. 1980 until October 
I, 1980 when these prior provisions will be rescinded. 
See no. 22 on page 10. New Supplement I to Regulation 
Z. which does not appear on this slipsheet. is available 
from the Board or from any Federal Reserve Bank.



(ii) C reditors may use any o ther com putation  

tool in determining the annual percentage rate so 
long as the annual percentage rate so determined 
equals the annual percentage rate determ ined in 

accordance with Supplement I, within the degree of 
accuracy set forth in paragraph (b)(1) o f  this sec
tion.

(iii) Supplement I and Volumes 1 and II may be 

obtained from any Federal Reserve Bank or from 
the Board in Washington, D .C . 20551.

(3) Single add-on rate transactions. If a single 
add-on  rate  is app lied  to  all t ran sac t ions  with 
maturities up to 60 months and if all payments are 
equal in amount and period, a  single annual per
centage rate may be disclosed for all such transac

tions, provided that it is the highest annual percen
tage rate for any such transaction.

(4) Certain transactions involving ranges o f  bal
ances. For purposes o f  disclosing the annual per

centage rate referred to in §§ 226.8(g)(1) and (2) 
(O rders by mail or te lephone) and 226 .8 (h )(1 )  

(Series of sales), if the same finance charge is im 
posed on all balances within a specified range of 
balances, the annual percentage rate computed for 

the median balance may be disclosed for all o f  the 

balances. However, if the annual percentage rate 
computed for the median balance understates the 
annual percentage rate computed for the lowest bal
ance by more than 8 per cent of the latter rate, the 
annual percentage rate shall be computed on what
ever lower balance will produce an annual percent
age rate which does not result in an understatement 

of more than 8 per cent o f  the rate determined on 

the lowest balance.
(5) Payment schedule irregularities. In determin

ing and disclosing the annual percentage rate, a 
creditor may disregard an irregularity in the first 
period 5c that falls within the limits described below 
and any payment schedule irregularity that results 
from the irregular first period:

(i) For transactions in which the term x  is less 

than 1 year: a first period not more than 6 days 
shorter or 13 days longer than a regular period;

(ii) For transactions in which the term is at least 
1 year and less than 10 years: a  first period not 
more than 11 days shorter or 21 days longer than a 

regular period; or

x For purposes of this paragraph, the "first period ' is 
the period from the date on which the finance charge be
gins to be earned to the date of the first payment, and the 
" te rm " is the period from the date on which the finance 
charge begins to be earned to the date of the final pay
ment.

(iii) For transactions in which the term is at least 

10 years: a first period shorter than or not more 
than 32 days longer than a regular period.

(c) Errors in calculation tools. An error in dis
closure o f  the annual percentage rate or finance 
charge shall not, in itself, be considered a violation 

of this Part if:
(1) The error resulted from a corresponding error 

in any calculation tool, such as a  chart, table, cal
culator or computer, used in good faith by the cred

itor, and
(2) U pon d iscovery  o f  the error, the creditor 

promptly
(i) Discontinues use o f  that calculation tool for 

disclosure purposes, and

(ii) Notifies the Board in writing of the error in 
the calculation tool. The notification shall include 

an identification of the tool and a description of the 
error, and shall be addressed to the Division of 
Consumer and Community Affairs, Board of Gov
ernors of the Federal Reserve System, Washington, 

D.C. 20551.

* * * * *

SECTION 226 .8— CRED IT OTHER T H A N  OPEN 

END —  SPECIFIC DISCLOSURES 

* * * * *

(D Paym ent schedule irregularities. In deter
mining and disclosing the finance charge and the 

paym ent schedule under paragraph (b)(3) o f  this 
section, a creditor may disregard an irregular final 

payment or portion of a final payment that results 
from an irregular first period l3* within the limits 

described below and may treat the irregular first 

period as if it were regular:
(1) For transactions in which the term | ,g is less 

than 1 year: a first period not more than 6 days 
shorter or 13 days longer than a regular period;

(2) For transactions in which the term is at least 
1 year and less than 10 years: a first period not 
more than 11 days shorter or 21 days longer than a 

regular period; or
(J) For transactions in which the term is at least 

10 years: a first period shorter than or not more 

than 32 days longer than a regular period.

'*v For purposes of this paragraph, the "tirst period " is 
the period from the date on which the finance charge be
gins to be earned to the date of the first payment, and the 
' ' te rm "  is the period from the date on which the finance 
charge begins to be earned to the date of the final pay
ment.



(s) D isregarding certain practices. In making 
calculations and disclosures, a creditor need not 

take into account the effects of the following:
(1) The fact that payments are collected in whole 

cents;

(2) The fact that the dates o f  payments and ad
vances are changed because the scheduled date falls 
on a Saturday, Sunday, or holiday; and

(3) The fact that months have different numbers 
of days.

+ 21. Effective March 31, 1980, § 226.9(g)(6) and 
Interpretation § 226.904 are rescinded.

22. E f fe c t iv e  O c to b e r  1. 1980. p re v io u s  5 

226 .5 (a )  is am ended  by de le ting  both the title 
"G eneral rule —  open end credit accoun ts"  and 
the first sentence beginning " T h e  annual percentage 

rates for open end c red i t”  and ending "nea re s t  

quarte r  o f  1 per cent previous S S 226 .5(b) 

through (e). Interpretations § § 226.502. 226.503.

and 226.505. and previous Supplement I to Regula

tion Z are rescinded.

23 . T h e  e f fe c t iv e  da te  o f  the rev o ca t io n  o f  

§ 226.9(g)(6) and Interpretation § 226.904 (no. 21 

on this page) has been deferred until the Board 
adopts a new open-end credit rescission provision as 

part o f  a revised Regulation Z  under the Truth in 
Lending Simplification and Reform Act o f  1980.

24. Effective May 21. 1980. § 226.3 is amended 
by deleting the period and inserting the following 

phrase at the end o f  paragraph (e):

“ ; and, at the creditor’s option, any credit 
transaction primarily for agricultural purposes 

in which the amount financed does not ex
ceed S25 .000 ."

25. Effective May 21. 1980. § 226.8 is amended 
by deleting the catchline and text of paragraph (n) 

and inserting the following in its place:

"[R eserved . I"

~ The effective date of revocation has been deferred 
until the time the Board adopts a new open-end credit 
rescission provision as part of a revised Regulation Z 
under the Truth in Lending Simplification and Reform
Act of 1980. See no. 23 on this page.




