
F e d e r a l  R e s e r v e  B a n k  o f  D a l l a s

DALLAS. TEXAS 75222

Circular No. 83-24 
February 15, 1983

REGULATION Z 

TRUTH IN LENDING 

REGULATION E 

ELECTRONIC FUND TRANSFER 

(Proposed Rule Changes)

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has published 
for comment proposed changes to its Regulation Z (Truth in Lending) concerning 
arrangers of credit, student loans, and the use of calculation devices in 
determining annual percentage rates. In addition, the Board also proposes to 
renumber certain provisions of Regulation E (Electronic Fund Transfers) which 
cross reference provisions of Regulation Z, to bring them in line with the recent 
revision and simplification of Regulation Z.

Interested parties are invited to submit comments concerning the 
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For immediate release January 28, 1983

The Federal Reserve Board today proposed for comment several 

amendments to its Regulation Z —  Truth in Lending —  affecting arrangers of 

credit, student loans and the use of calculation devices in determining annual 

percentage rates.

The Board asked for comment by March 3, 1983.

Two of the proposed amendments would implement provisions of the 

Garn-St Germain Depository Institutions Act of 1982. The first would implement 

the act's deletion of "arrangers of credit" from the definition of creditor.

The second would implement the provision of the act exempting student loans made 

under Title IV of the Higher Education Act of 1965 from the requirements of Truth 

in Lending.

The Board also proposed to reinstate two provisions of the regulation 

dealing with errors in calculation of the annual percentage rate resulting from 

the use of faulty calculation tools.

In connection with these proposals , the Board proposed to renumber 

certain provisions of Regulation E —  Electronic Fund Transfers —  which cross 

reference provisions of Regulation Z, to bring them into line with the recent 

revision and simplification of Regulation Z.

These proposed amendments will be published together with proposed 

changes to the official staff commentaries on Regulation Z and Regulation E. In 

part, the proposed commentary changes correspond to the proposed amendments to the 

regulations and in part they update the commentaries.

The Board's notices in these matters are attached.

Attachments
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FEDERAL RESERVE SYSTEM

12 CFR P a r t  226

[Reg.  Z; Doc. No. R-0450]

TRUTH IN LENDING

D e f i n i t i o n  of  Ar ranger  of  C r e d i t ;  Exemption of  
C er t a in  S tudent  Loans; Treatment  o f  C e r t a in  D i s c l os u re  

E r r o r s ;  and O f f i c i a l  S t a f f  Commentary Update

AGENCY: Board of  Governors of  th e  Federal  Reserve System.

ACTION: Proposed r u l e  and proposed o f f i c i a l  s t a f f  i n t e r p r e t a t i o n .

SUMMARY: The Board i s  p u b l i s h i n g  f o r  comment proposed amendments t o  r e v i s e d
Regu la t ion  Z t o  implement Truth in Lending amendments made in t h e  Garn-St  
Germain Depos i tory  I n s t i t u t i o n s  Act o f  1982.  The proposal  would amend 12 CFR 
P a r t  226 t o  d e l e t e  from coverage a r r a n g e r s  of  c r e d i t  and exempt c e r t a i n  s tu d e n t  
lo a n s .  For purposes  of  a d m i n i s t r a t i v e  en fo rcemen t ,  t h e  proposal  would a l s o  
amend two f o o t n o t e s  r e l a t i n g  t o  d i s c l o s u r e  e r r o r s  caused by t h e  use of  f a u l t y  
c a l c u l a t i o n  t o o l s .  This n o t i c e  a l s o  c o n t a in s  proposed changes t o  th e  o f f i c i a l  
s t a f f  commentary,  which a p p l i e s  and i n t e r p r e t s  t h e  r equ i remen t s  of  t h e  r e v i s e d  
Regulat ion Z as a s u b s t i t u t e  f o r  in d i v id u a l  s t a f f  i n t e r p r e t a t i o n s  of  th e  r e g u l a 
t i o n .  Some of  t h e  changes r e f l e c t  t h e  s t a t u t o r y  amendments wh i l e  o t h e r s  update  
th e  c u r r e n t  commentary.

DATE: Comments must be r ec e iv ed  on or  be fo re  March 3,  1983.

ADDRESS: Comments should be mai led  t o  Wil l iam W. Wi les ,  S e c r e t a r y ,  Board o f
Governors of  t h e  Federal  Reserve System, Washington,  D. C. 20551, or  d e l i v e r e d  
t o  Room B-2223, 20th and C o n s t i t u t i o n  Avenue, N.W., Washington,  D. C. between 
8:45 a.m.  and 5:15 p.m. To a i d  in t h e i r  c o n s i d e r a t i o n ,  comments should  inc lud e  
a r e f e r e n c e  t o  Doc. No. R-0450, and d i s c u s s i o n  of  each s e c t i o n  should  begin on 
a s e p a r a t e  page.  Comments may be i n s p e c te d  in  Room B-1122 between 8:45 a.m. 
and 5:15 p.m.

FOR FURTHER INFORMATION: Contact  t h e  fo l l ow in g  a t t o r n e y s  in t h e  Div i s ion  of
Consumer and Community A f f a i r s ,  Board of  Governors of  t h e  Federal  Reserve
System, Washington,  n .  C. 2 0 5 5 1 ,  a t  ( 2 0 2 ) 4 5 2 - 3 6 6 7  or  ( 2 0 2 ) 4 5 2 - 3 8 6 7 :

Regulatory amendments - Claudia  Yarus

Commentary: Subpar t  A -  Gerald Hurst

Subpar t  B -  Ruth Amberg, J e s s e  F i l k i n s ,  Richard Garabed ian ,
Lynn Goldfaden,  Gerald H urs t ,  John Wood



-4 -

Subpar t  C and Appendices -  Clarence  Cain,  Lucy G r i f f i n ,
Rugenia S i l v e r ,  Susan Werthan,
Claudia  Yarus,  Steven Ze i se l

Subpar t  D -  Rugenia S i l v e r

SUPPLEMENTARY INFORMATION: (1) I n t r o d u c t i o n . This  n o t i c e  c o n t a i n s  t h r e e
type s  of  changes t o  t h e  Board ' s  Regu la t ion  Z and t h e  accompanying o f f i c i a l  
s t a f f  commentary.  F i r s t ,  t h e  Garn-St  Germain Dep os i to ry  I n s t i t u t i o n s  Act of 
1982 (Pub. L. 97-320,  October  15,  1982) (DIA) made two amendments t o  th e  
Truth  in Lending S i m p l i f i c a t i o n  and Reform Act o f  1980. Sec t ion  103( f )  o f  t he  
Truth in Lending Act was amended by d e l e t i n g  " a r r a n g e r s  of  c r e d i t "  from t h e  
d e f i n i t i o n  of  " c r e d i t o r , "  e f f e c t i v e  October  1 ,  1982. Sec t ion  104 was amended 
by exempting from coverage (both p r o s p e c t i v e l y  and r e t r o a c t i v e l y )  loans  made, 
i n s u r e d ,  or  gua ranteed  pur s uan t  t o  a program a u t h o r i z e d  by T i t l e  IV o f  th e  
Higher Educat ion Act of  1965 (20 U.S.C.  1070 e t  s e q . ) .  To implement t h e s e  
s t a t u t o r y  amendments,  t h e  Board proposes  t o  amend § 226.2 o f  Regu la t ion  Z by 
removing th e  d e f i n i t i o n  of  " a r r a n g e r  of  c r e d i t "  and removing " a r r a n g e r s  of  
c r e d i t "  from th e  " c r e d i t o r "  d e f i n i t i o n ,  and t o  amend § 226.3 by adding a new 
parag raph t h a t  exempts loan programs under T i t l e  IV of  th e  Higher Educat ion 
Act of  1965. These changes a r e  being made pur s uan t  t o  c l e a r  con g re ss io n a l  
guidance and i t  i s  expec ted  t h a t  t h e r e  w i l l  be l i t t l e  f u r t h e r  r e v i s i o n  in  th e  
f i n a l  document.

Second,  proposed amendments t o  f o o t n o t e  31a (§ 2 2 6 . 1 4 (a ) )  and f o o t n o t e  
45a (§ 2 2 6 . 22 (a ) )  a r e  being made. These f o o t n o t e s  p r o t e c t e d  c r e d i t o r s  from 
l i a b i l i t y  f o r  use of  f a u l t y  c a l c u l a t i o n  t o o l s .  The f o o t n o t e s  p rovided t h a t  an 
e r r o r  in  th e  d i s c l o s u r e  of  th e  annual pe rc e n ta g e  r a t e  or  f in a n c e  charge  was 
not  con s id e re d  a v i o l a t i o n  i f :  (1) t h e  e r r o r  r e s u l t e d  from a co r re spond ing
e r r o r  in  a c a l c u l a t i o n  too l  used in good f a i t h  by t h e  c r e d i t o r ;  and (2) upon 
d i s c o v e r y  of  th e  e r r o r ,  t h e  c r e d i t o r  d i s c o n t i n u e d  use o f  th e  too l  and n o t i f i e d  
t h e  Board in w r i t i n g  of  t h e  e r r o r  in t h e  c a l c u l a t i o n  t o o l .  Thus,  e r r o r s  t h a t  
met t h e s e  c r i t e r i a  were not  v i o l a t i o n s  and c r e d i t o r s  found t o  have such e r r o r s  
were p r o t e c t e d  from both c i v i l  and a d m i n i s t r a t i v e  a c t i o n s ,  p a r t i c u l a r l y  r e s t i 
t u t i o n .  These p r o v i s i o n s  were in t h e  o r i g i n a l  r e g u l a t i o n  because  t h e  Board 
b e l i e v e d  t h a t  t h e  v a s t  m a j o r i t y  of  c r e d i t o r s  d id  not  possess  t h e  s p e c i a l i z e d  
t e c h n i c a l  knowledge ne ce ss a r y  t o  e v a l u a t e  c a l c u l a t i o n  t o o l s  i n t e r n a l l y  and 
needed t o  r e l y  on t h e  p roduce r s  of  th o s e  t o o l s  t o  p rov ide  t h a t  knowledge.

The Board e l i m i n a t e d  t h e  p r o t e c t i o n  provided  by t h e  f o o t n o t e s  as of  
October  1, 1982,  t he  e f f e c t i v e  d a t e  of  t h e  amended a c t ,  in t h e  b e l i e f  t h a t  t h e  
a c t ' s  expans ion of  th e  bona f i d e  e r r o r  de fe n s e  t o  c i v i l  l i a b i l i t y  made t h e  
f o o t n o t e s  unne ce ssa ry .

Upon f u r t h e r  r ev iew,  however,  t h e  Board b e l i e v e s  t h a t  t h e  e l i m i n a t i o n  
of  t h e  p r o t e c t i o n  provided by t h e  f o o t n o t e s  has t h e  e f f e c t ,  w i tho u t  t h e  i n t e n t ,  
o f  exposing c r e d i t o r s  t o  r e s t i t u t i o n .  The amended a c t  p r o t e c t s  c r e d i t o r s  from 
c i v i l  l i a b i l i t y  f o r  v i o l a t i o n s  r e s u l t i n g  from bona f i d e  e r r o r s ,  even in  t h e  
absence  o f  t h e  f o o t n o t e s .  However, w i th ou t  t h e  p r o t e c t i o n  o f  t h e  f o o t n o t e s  
c r e d i t o r s  could be s u b j e c t  t o  a d m i n i s t r a t i v e  en fo rcemen t ,  i n c l u d i n g  r e s t i t u t i o n ,  
f o r  t h e  same e r r o r s .  I f  t h e  proposal  i s  adop te d ,  t h e  Board a n t i c i p a t e s  t h a t  
i t  would be r e t r o a c t i v e  t o  October  1, 1982.
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F i n a l l y ,  proposed changes t o  t h e  Regu la t ion  Z o f f i c i a l  s t a f f  commentary 
(Supplement I t o  P a r t  226) a r e  being made. Some of t h e  proposed changes c o r r e s 
pond t o  t h e  r e g u l a t o r y  amendments implement ing t h e  DIA and se rv e  t o  conform th e  
r e g u l a t i o n  and commentary.  The o th e r  proposed commentary changes update  t h e  
document .

This  i s  a p e r i o d i c  update t o  t h e  commentary,  as amended e f f e c t i v e  
September 17,  1982 (47 FR 41388,  September 20,  1982) and responds  t o  s i g n i f i c a n t  
q u e s t i o n s  t h a t  have a r i s e n  s in c e  t h e  l a s t  u p d a t e .  The ty p es  o f  changes being 
proposed g e n e r a l l y  g ive  c r e d i t o r s  more f l e x i b i l i t y  in making d i s c l o s u r e s ,  whi le  
p r e s e r v i n g  b a s i c  consumer p r o t e c t i o n s .

C e r t a in  conven t ions  have been used t o  h i g h l i g h t  t h e  r e v i s e d  l anguage 
in t h e  commentary.  New language i s  h i g h l i g h t e d  by b o ld - f ac ed  a r row s ,  whi le  
language t h a t  has been d e l e t e d  i s  s e t  o f f  wi th  b r a c k e t s .

All t h e  proposed r e g u l a t o r y  and commentary changes a r e  being pu b l i she d  
f o r  comment a t  t h e  same t ime t o  minimize t h e  burden on p o t e n t i a l  commenters and 
on th e  c r e d i t  i n d u s t r y .  S t a f f  b e l i e v e s  t h a t  t h i s  document,  a l though  comprehen
s i v e ,  w i l l  i n s u r e  uniform compliance and ea s e  t h e  complexi ty  of  compliance by 
p r e s c r i b i n g  only one e f f e c t i v e  d a t e .

Comments must be r ece ive d  by March 3,  1983 and i t  i s  e s s e n t i a l  t h a t  
they  be t i m e l y  in  o r d e r  t o  a s s u r e  f i n a l  a c t i o n  by Apri l  1. To e x p e d i t e  a n a l y s i s  
o f  t h e  comments,  commenters a r e  r eq u es te d  t o  i d e n t i f y  comments by s e c t i o n  and 
parag raph  numbers and t o  begin d i s c u s s i o n  of  each s e c t i o n  on a s e p a r a t e  page.
I f  comments a r e  r e ce iv ed  on i s s u e s  not  r a i s e d  by th e  proposed commentary r e v i 
s i o n s ,  t h e s e  comments would most l i k e l y  be co ns ide red  f o r  p o s s i b l e  i n c l u s i o n  
in  th e  next  commentary upda te .

Final  r e v i s i o n s  wi l l  be pu b l i she d  in  t h e  Federal  R e g i s t e r ; i t  i s  
a n t i c i p a t e d  t h a t  f i n a l  p u b l i c a t i o n  w i l l  be a t  t h e  end of  March. ftTthough 
c r e d i t o r s  w i l l  be ab le  t o  r e l y  on t h e  r e v i s i o n s  a t  t h a t  t i m e ,  t h e  a p p l i c a b i l i t y  
of  t h e  r e v i s i o n s  w i l l  be op t i on a l  u n t i l  October  1, 1983.  The l a t e r  d a t e  w i l l  
be provided t o  minimize any d i f f i c u l t i e s  t h a t  c r e d i t o r s  may ex p e r i e n c e  in 
a d j u s t i n g  t o  th e  r e v i s i o n s .

(2) Proposed r e v i s i o n s . R e g u l a t i o n . Fol lowing i s  a b r i e f  d e s c r i p 
t i o n  of  th e  proposed r e g u l a t o r y  r e v i s i o n s :

SUBPART A -  GENERAL

SECTION 226.2 — D e f i n i t i o n s  and Rules of  C o ns t r uc t i on

( a ) ( 3 )  "Ar ranger  o f  c r ed i t* 1

This  d e f i n i t i o n  would be removed t o  implement t h e  Truth in Lending 
Act amendment t o  t h e  d e f i n i t i o n  of  " c r e d i t o r "  made in  t h e  DIA. The parag raph  
number w i l l  be r e s e rv ed  f o r  f u t u r e  use in  o r d e r  t o  avoid t h e  need f o r  renumbering 
a l l  subsequent  d e f i n i t i o n s .
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( a ) (17) " C r e d i t o r 11

This d e f i n i t i o n  would be amended by removing parag raph  ( a ) ( 1 7 ) ( i i ) .  
The amendment would conform t h e  r e g u l a t o r y  d e f i n i t i o n  t o  th e  s t a t u t o r y  d e f i n i 
t i o n  as  amended by t h e  DIA. Pa ragraphs  ( a ) ( 1 7 ) ( i i i ) ,  ( i v ) ,  and (v) of  the  
c u r r e n t  d e f i n i t i o n  would be r e d e s ig n a te d  as pa ragraphs  ( a ) ( 1 7 ) ( i i ) ,  ( i i i ) ,  and 
( i v ) ,  r e s p e c t i v e l y .

SECTION 226.3 - -  Exempt Tra n s ac t io ns

Paragraph  ( f )  would be added t o  exempt loa ns  made, i n s u r e d ,  or  guar 
an teed  pur suant  t o  a program a u t h o r i z e d  by T i t l e  IV of th e  Higher Educat ion 
Act of  1965. The DIA Truth in Lending amendments e x p r e s s l y  exempted t h e s e  
loans  from coverage .

SECTIONS 226.14 and 226.22 — Dete rmina t ion  of  Annual P e r ce n t ag e  Rate

The l a s t  s en te nce  of  both f o o t n o t e  31a and f o o t n o t e  45a would be 
removed. This  amendment would r e i n s t a t e  t h e  p r o t e c t i o n s  provided by th e  two 
f o o t n o t e s .

Commentary. Fol lowing i s  a b r i e f  d e s c r i p t i o n  of  th e  proposed r e v i 
s io n s  t o  th e  commentary:

SUBPART A -  GENERAL

SECTION 226.2 — D e f i n i t i o n s  and Rules of  Co n s t r u c t io n

2 ( a ) ( 3 )  "Ar ranger  o f  C re d i t "

Comments 2 ( a ) ( 3 ) - l  t h rough 6 would be removed t o  co rrespond  t o  t h e  
r e g u l a t o r y  amendments t h a t  remove " a r r a n g e r s  of  c r e d i t "  from th e  " c r e d i t o r "  
d e f i n i t i o n .

2 ( a ) ( 4 )  " B i l l i n g  Cycle" or  "Cycle"

Comment 2 ( a ) (4 )-1  would be r e v i s e d  t o  e l i m i n a t e  p o s s i b l e  confus ion  
over  whether  t h e  p e r i o d i c  s t a t em en t  must in f a c t  be sen t  w i th in  t h e  4-day i n t e r v a l .

2 ( a ) (17) " C r ed i t o r "

Comment 2 ( a ) ( 1 7 ) ( i i ) - l  would be removed t o  conform t h e  commentary t o  
t h e  r e g u l a t o r y  amendments t h a t  implement t h e  DIA Truth in  Lending amendments.

The comment d e s i g n a t i o n s  - -  Paragraph  2 ( a ) ( 1 7 H i v j  and Paragraph 
' ) ( 1 7 ) ( v ) — would be r e d e s ig n a te d  Parag raph  2 ( a ) ( 1 7 ) ( i i i )  and Paragraph 

2 ( a ) ( l 7 H i v ) i r e s p e c t i v e l y .



2(a)  (18) "Downpayment"

Comment 2 ( a ) ( 1 8 ) - l  would be r e v i s e d  t o  in c lu d e  a c r o s s - r e f e r e n c e  t o  the  
commentary t o  § 2 2 6 . 2 ( a ) (23 ) .  Mate r i a l  t h a t  would be added t o  th e  commentary 
t o  § 2 26 .2 ( a ) (23)  d i s c u s s e s  t h e  a l l o c a t i o n  of  lump-sum payments between th e  
downpayment and th e  p rep a i d  f in a nc e  cha rg e .

2 ( a ) ( 2 3 )  "Prepaid  Finance Charge"

A new comment 2 ( a ) ( 2 3 ) - 4  would be added t o  c l a r i f y  t h e  t r e a tm e n t  t o  
be given d i s c o u n t s  t h a t  a re  f in a nc e  charges  under  § 2 2 6 .4 ( b ) ( 9 )  in t r a n s a c t i o n s  
in v o l v in g  lump-sum payments by a consumer.  This  comment d i s c u s s e s  t h e  a l l o c a t i o n  
of a lump-sum payment between th e  downpayment and th e  p repa id  f in a nc e  cha rge .

2 ( a ) ( 2 4 )  " R es id en t i a l  Mortgage T r an s ac t io n"

A new comment 2 ( a ) (24 )-5 would be added t o  c l a r i f y  whether  c e r t a i n  
t r a n s a c t i o n s  a re  " to  f in a nc e  t h e  a c q u i s i t i o n "  of  t h e  consumer ' s  p r i n c i p a l  
dwe l l ing  and a r e  t h e r e f o r e  r e s i d e n t i a l  mortgage t r a n s a c t i o n s .

References

A sen te nce  would be added t o  t h e  parag raph  under  1981 Changes d i s c u s s i n g  
" a r r an g e r  of  c r e d i t "  i n d i c a t i n g  t h a t  t h e  d e f i n i t i o n  has been removed from th e  
s t a t u t e .  This would r e f l e c t  t h e  DIA Truth in Lending amendment.

SECTION 226.3 — Exempt T ran sa c t io n s

Comment 3 ( f ) -1 would be added t o  c l a r i f y  which loan programs a r e  
a d m in i s t e r ed  under  T i t l e  IV of  th e  Higher Educat ion Act o f  1965.  This comment 
co r re spo nds  t o  t h e  r e g u l a t o r y  amendment implement ing t h e  DIA Truth in Lending 
amendments t h a t  exempt t h e s e  loan programs from t h e  r e g u l a t i o n .

SECTION 226.4 - -  F inance Charge 

4 (d )  Insu rance

Comment 4 ( d ) - 1 0  would be r e v i se d  t o  p rov ide  an ex ce p t i o n  t o  t h e  r e q u i r e 
ment t h a t  c r e d i t o r s  a l l o c a t e  a p o r t i o n  of  t h e  premium f o r  coverages  t h a t  a r e  not  
VSI o r  o t h e r  p r o p e r t y  in s u ra n ce  when t h e  amount o f  t h e  premium a t t r i b u t a b l e  t o  
t h e  non-VSI coverages  i s  l e s s  than $1.00 (o r  in  t h e  case  of  m u l t i - y e a r  p o l i c i e s ,  
$ 5 . 0 0 ) .  Comment i s  s p e c i f i c a l l y  r eq u es te d  on t h e  n e c e s s i t y  and d e s i r a b i l i t y  
o f  such an e x c e p t i o n ,  as well  as t h e  d o l l a r  amount t h a t  should  be p ro v id ed .



SUBPART B -  OPEN-END CREDIT

SECTION 226.5 - -  General  D i s c l o s u r e  Requi rements

Comment 5 ( a ) ( 2 ) - 3  would be added t o  p rovide  t h a t  t h e  r u l e  t h a t  t h e  
t e rms  " f in a n c e  charge"  and "annual pe rce n ta ge  r a t e "  should  be more conspicuous 
than o t h e r  r e q u i re d  d i s c l o s u r e s  does not  apply t o  numerical  amounts or  p e r 
c e n t a g e s  shown as p a r t  o f  t h e  d i s c l o s u r e s .

Comment 5 ( b ) ( 1 ) - 3  would be expanded t o  c l a r i f y  t h a t  no new i n i t i a l  
d i s c l o s u r e s  need be given when t h e  consumer ' s  account  i s  c l o se d  s imply t o  p r o 
v ide  t h e  consumer wi th  a new account  number,  such as when t h e  c r e d i t  ca rd  i s  
r e p o r t e d  l o s t  or  s t o l e n  and a new account  number i s  a s s ign ed  f o r  s e c u r i t y  
r e a s o n s .

SECTION 226.8 - -  I d e n t i f i c a t i o n  of  T r a n s a c t i o n s

Comment 8-7 would be added t o  g ive  t h e  c r e d i t o r  th e  op t ion  of  two 
means of  i d e n t i f y i n g  c r e d i t  i n s u r an ce  premiums on t h e  p e r i o d i c  s t a t e m e n t  when 
t h e  in s u ra n ce  i s  o f f e r e d  through  the  c r e d i t o r  but  a c t u a l l y  p rovided by an o th e r  
company. In such a c a s e ,  t h e  c r e d i t o r  could i d e n t i f y  t h e  premium us ing e i t h e r  
t h e  r u l e  in § 2 2 6 . 8 ( a ) ( 2 )  f o r  " r e l a t e d "  s e l l e r s  and c r e d i t o r s ,  or  t h e  r u l e  in 
§ 2 2 6 . 8 ( a ) ( 3 )  f o r  " n o n - r e l a t e d "  s e l l e r s  and c r e d i t o r s .

SECTION 226.9 - -  Subsequent  D i sc lo su re  Requi rements  

9 (c )  Change in Terms

The f i r s t  s en te nce  of  comment 9 ( c ) ( 1 ) -3  would be r e v i s e d  t o  c l a r i f y  
t h a t  t h e  ch an ge - in - t e r m s  n o t i c e  must be p rovided  t o  th e  consumer (not  merely 
ma i l ed )  no l a t e r  t han  t h e  t ime t h e  change i s  e f f e c t i v e ,  even when t h e  15-day 
ad v a n c e - n o t i c e  r equ i remen t  i s  i n a p p l i c a b l e .

Comment 9 ( c ) ( l ) - 3  would a l s o  be r e v i s e d  t o  add an example of  an occur  
r ence  t h a t  would not  be co n s id e re d  an "agreement"  f o r  purposes  of  r e l i e v i n g  
t h e  c r e d i t o r  of  i t s  r e s p o n s i b i l i t y  t o  p rov ide  an advance c h an g e - in - t e r m s  n o t i c e  
I f  t h e  change i s  t h e  typ e  t h a t  has been u n i l a t e r a l l y  made by t h e  c r e d i t o r  and 
i s  o f  genera l  a p p l i c a b i l i t y ,  advance n o t i c e  must be g ive n .  Thus,  t h e  "agreed-  
t o "  r u l e  would not  apply in t h e  fo l lo win g  example:  A c r e d i t o r  has dec ided  t o
change a te rm in  i t s  open-end p l a n .  I n s t e a d  o f  p ro v id in g  c h an ge - in - t e rm s  
n o t i c e s  t o  i t s  customers  15 days in advance of  t h e  term change ,  t h e  c r e d i t o r  
d e c i d e s  to  wa i t  u n t i l  each consumer comes t o  t h e  c r e d i t o r ' s  o f f i c e  t o  r e q u e s t  
a cash advance.  At t h a t  t i m e ,  t h e  consumer i s  given a c h an g e - in - t e r m s  n o t i c e ,  
and ,  i f  t h e  consumer ag ree s  t o  t h e  term change,  t h e  advance i s  made.

The f i r s t  s e n t e nc e  o f  comment 9 ( c ) ( 2 ) - 2  would be r e v i s e d  t o  add t h e  
words "or  payments" ,  which i s  merely an e d i t o r i a l  change .



Comment 9 ( c ) ( 2 ) - 2  would a l s o  be r e v i s e d  t o  g ive  a d d i t i o n a l  guidance 
on how t h e  ch an ge - in - t e rm s  r equ i rement  may be s a t i s f i e d  when sk ip  f e a t u r e s  a r e  
in v o l v ed .  Some c r e d i t o r s  have i n d i c a t e d  t h a t  t o  r e q u i r e  a ch an g e - in - t e rm s  
n o t i c e  about  resumpt ion o f  t h e  o r i g i n a l  te rms may i n h i b i t  skip-payment  programs.  
Comment i s  s o l i c i t e d  on whether  t h e  proposal  a l l e v i a t e s  t h e s e  co n ce rn s ,  and,  
i f  n o t ,  what s p e c i f i c  o p e r a t i o n a l  problems remain.

SECTION 226.15 - -  Right  of  Re sc i s s ion  

15(a)  Consumer 's  Right  t o  Rescind

Comment 1 5 ( a ) ( 3 ) - 4  would be r e v i se d  t o  c l a r i f y  t h a t  t h i s  example i s  
i n t ended  t o  p rovide  t h a t  t h e  s a l e  of  th e  consumer ' s  i n t e r e s t  in th e  p r op e r ty  
w i l l  t e r m i n a t e  th e  r i g h t  t o  r e s c in d  even though th e  consumer i s  f i n a n c i n g  th e  
t r a n s a c t i o n .  Thus,  a s a l e  w i l l  t e r m i n a t e  th e  r i g h t  t o  r e s c in d  even though ,  f o r  
example,  t h e  consumer t a k e s  back a purchase  money no te  and mortgage or  r e t a i n s  
l ega l  t i t l e  t hrough a f i n a n c i n g  dev ice  such as an i n s t a l l m e n t  s a l e .

SUBPART C - CLOSED-END CREDIT

SECTION 226.17 - -  General D i s c lo su re  Requirements

17(a)  Form o f  D i s c lo s u r e s

Comment 1 7 ( a ) (1)-5 would be expanded t o  add one example of  " d i r e c t l y  
r e l a t e d "  in f o r m a t i o n .  This example,  r e l a t i n g  t o  § 2 2 6 . 1 8 (q ) ,  responds  t o  
i n q u i r i e s  about  an a p p r o p r i a t e  assumption p o l i c y  d i s c l o s u r e  when a t r a n s a c t i o n  
inv o lv es  a d u e - o n - s a l e  c l a u s e .  The example would make c l e a r  t h a t  t h e  c r e d i t o r  
may d i s c l o s e  t h e  e x i s t e n c e  of  a d u e - o n - s a l e  c l a u s e .

Comment 1 7 ( a ) ( 2 ) - 3  would be added t o  p rov ide  t h a t  t h e  r u l e  t h a t  t h e  
te rms  " f in an ce  charge"  and "annual pe r ce n ta ge  r a t e "  should  be more conspicuous  
than o t h e r  r e q u i re d  d i s c l o s u r e s  does not  apply t o  numerical  amounts or  p e r c e n 
t a g e s  shown as  p a r t  of  t h e  d i s c l o s u r e s .

17 ( i ) In t e r im  S tudent  C re d i t  Ex tensions

Comment 1 7 ( i )-1 would be amended t o  remove r e f e r e n c e s  t o  t h e  Guaranteed 
Studen t  Loan Program and t h e  PLUS program.  These loan programs a r e  ad m in i s t e r ed  
under  T i t l e  IV o f  th e  Higher Educat ion Act o f  1965 and a r e  thus  no longe r  
cove red ,  pu r suan t  t o  t h e  s t a t u t o r y  amendments exempting t h e s e  loan programs.

Comment 1 7 ( i ) -4  would be d e l e t e d .  This  comment a d d r e s s e s  loan programs 
t h a t  a r e  now exempt under  t h e  DIA Truth in  Lending amendments.

Comment 1 7 ( i )-5 would be r e d e s i g n a t e d  comment 1 7 ( i ) - 4 .



SECTION 226.18 - -  Content  of  D i s c l o s u r es

18( f )  V ar i a b l e  Rate

Comment 1 8 ( f ) -1  would be r e v i s e d  t o  i n d i c a t e  t h a t  t h e  v a r i a b l e - r a t e  
d i s c l o s u r e  a p p l i e s  not  only t o  an i n c r e a s e  in  t h e  i n t e r e s t  component of  th e  r a t e  
bu t  a l s o  t o  i n c r e a s e s  in o th e r  p o r t i o n s  of  th e  r a t e ,  such as t h e  r a t e  of  r e q u i re d  
c r e d i t  l i f e  i n s u r a n c e .  For example,  v e t e r a n s '  loan programs in some s t a t e s  
r e q u i r e  c r e d i t  l i f e  i n s u r a n c e .  I f  a c o n t r a c t  a l lows  i n c r e a s e s  in t h e  r a t e  of  
th e  r e q u i r e d  c r e d i t  l i f e  i n s u r a n c e ,  t h e  t r a n s a c t i o n  i s  cons id e re d  a v a r i a b l e -  
r a t e  t r a n s a c t i o n  s u b j e c t  t o  § 2 2 6 . 1 8 ( f ) .

Comment 1 8 ( f ) -5 would be r ev i se d  t o  e x p l a in  t h e  c i r cu ms tan ce s  under  
which f o o t n o t e  43 i s  a v a i l a b l e  t o  i n s t i t u t i o n s  a u t h o r i z e d  by r e c e n t  f e d e r a l  
l e g i s l a t i o n  t o  make a l t e r n a t i v e  mortgage l o a n s .  Foo tnote  43 pe r m i t s  i n s t i t u 
t i o n s  t o  omit t h e  § 2 26 . 1 8 ( f )  d i s c l o s u r e s  i f  v a r i a b l e - r a t e  d i s c l o s u r e s  a r e  made 
in  accordance  wi th  c e r t a i n  v a r i a b l e - r a t e  r e g u l a t i o n s  of  o t h e r  f e d e r a l  a g e n c i e s .  
T i t l e  VIII  of  t h e  Depos i tory  I n s t i t u t i o n s  Act o f  1982 a l lows  n o n - f e d e r a l l y -  
c h a r t e r e d  housing c r e d i t o r s  t o  o f f e r  c r e a t i v e  f in a n c in g  in accordance  wi th  
c e r t a i n  f ed e r a l  r e g u l a t i o n s ,  even where a p p l i c a b l e  s t a t e  law p r o h i b i t s  such 
f i n a n c i n g  by s t a t e  l e n d e r s .  The r e v i s i o n  t o  t h e  comment would permi t  t h o s e  
l e n d e r s  t o  t a k e  advantage  of  f o o t n o t e  43,  even though they  a r e  not  s u b j e c t  
t o  examinat ion  by t h e  agenc ies  i s s u i n g  t h e  r e g u l a t i o n s .  Comment i s  p a r t i c u l a r l y  
s o l i c i t e d  on whether  t h e  a v a i l a b i l i t y  of  t h e  f o o t n o t e  should be c o n t in g e n t  on 
whethe r  t h e  i n s t i t u t i o n  i s  s u b j e c t  t o  r o u t i n e  examinat ion  f o r  compliance wi th  
t h e s e  r e g u l a t i o n s .

Comment 1 8 ( f ) -5 and t h e  r e f e r e n c e s  t o  o t h e r  r e g u l a t i o n s  would a l s o  
be r e v i se d  t o  r e f l e c t  t h e  c i t a t i o n  t o  t h e  Federal  Home Loan Bank Board ' s  amended 
a d j u s t a b l e  mortgage loan r e g u l a t i o n .

18 (q) Assumption Po l i cy

Comment 1 8 (q )-1 would be r e v i se d  t o  in c lu d e  a c r o s s - r e f e r e n c e  t o  
comment 1 7 ( a ) ( l ) - 5 ,  which pe rmi t s  c r e d i t o r s  t o  s t a t e  in th e  Truth in  Lending 
d i s c l o s u r e s  t h a t  a d u e - o n - s a l e  c l a u s e  i s  c on ta in ed  in  t h e  loan document.

SECTION 226.19 — C er t a in  R e s id e n t i a l  Mortgage T r an s ac t i o n s

Comment 1 9 ( a ) -3  would be amended t o  c l a r i f y  when a c r e d i t o r  r e c e iv e s  
an a p p l i c a t i o n  t h a t  i s  t r a n s m i t t e d  by an agen t  or  b r o k e r .

SECTION 226.20 — Subsequent  D i s c lo s u re  Requirements  

20(b)  Assumptions

Comment 2 0 ( b ) - l  would be r e v i s e d  t o  make c l e a r  t h a t  as sumpt ions  o th e r  
than  t h o s e  de f i ned  in  § 226 .20(b )  do not  r e q u i r e  d i s c l o s u r e s .



Comment 2 0 ( b )-7 would be added t o  s p e c i f y  t h e  t ime  of  consummation 
of an as sumption .

Comment 2 0 (b ) -8  would be added t o  e x p l a i n  t h e  r e l a t i o n s h i p  between 
t h e  a b b r e v i a t e d  d i s c l o s u r e s  o f  § 22 6 . 2 0( b ) (1 )  through (5) and t h e  general  
d i s c l o s u r e  r equ i remen t s  o f  §§ 226.17 and 226.18.

SECTION 226.23 - -  Right  of  R es c i s s io n  

23(a)  Consumer 's  Right  t o  Rescind

Comment 2 3 ( a ) ( 3 ) - 3  would be r e v i s e d  t o  c l a r i f y  t h a t  t h i s  example i s  
i n t ended  t o  p rovide  t h a t  t h e  s a l e  of  th e  consumer ' s  i n t e r e s t  in t h e  p r op e r ty  
w i l l  t e r m i n a t e  th e  r i g h t  t o  r e s c in d  even though th e  consumer i s  f i n a n c i n g  t h e  
t r a n s a c t i o n .  Thus,  a s a l e  w i l l  t e r m i n a t e  th e  r i g h t  t o  r e s c in d  even though ,  f o r  
example,  t h e  consumer t a k e s  back a purchase money no te  and mortgage or  r e t a i n s  
l ega l  t i t l e  through  a f in a n c in g  dev ice  such as an i n s t a l l m e n t  s a l e .

SUBPART D - MISCELLANEOUS

SECTION 226.28 — E f f e c t  on S t a t e  Laws

28(a)  I n c o n s i s t e n t  D i s c lo s u r e  Requirements

The commentary t o  § 226.28 would be expanded by the  a d d i t i o n  of  
t h r e e  new comments,  r e f l e c t i n g  r e ce n t  Board d e t e r m i n a t i o n s  on t h e  e f f e c t  of  
t h e  Truth in  Lending Act on t h e  consumer c r e d i t  laws of  Ar izona,  F lo r id a  and 
M i s s o u r i .

SECTION 226.29 - -  S t a t e  Exemptions

29(a)  General Rule

Comment 2 9 ( a ) - 4  would be r e v i s e d  t o  r e f l e c t  t h r e e  s t a t e  exemptions 
from t h e  Truth in Lending Act g ran t ed  by t h e  Board t o  M as sa ch u se t t s ,  Oklahoma 
and Wyoming.

APPENDIX D — Mul t ipl e-Advance  C on s t r uc t i o n  Loans

The commentary and r e f e r e n c e s  t o  Appendix D would be r e v i s e d  t o  r e f l e c t  
t h e  f a c t  t h a t  m u l t i p l e - a d v a n c e  t r a n s a c t i o n s  o t h e r  than  c o n s t r u c t i o n  loans  may 
a l s o  use t h e  appendix .



Curren t  comments H-17 th rough 20 as they  r e f l e c t  t h e  approval  under 
§ 113 of  t h e  a c t  of  s tu d e n t  loan d i s c l o s u r e  forms i s su ed  by t h e  Department of  
Educat ion would be removed. The loan programs t o  which t h e  forms apply have 
been exempted from t h e  r e g u l a t i o n  in th e  r e c e n t  DIA amendments t o  t h e  Truth in 
Lending Act .  New comments H-17 th rough  20 would be added t o  r e f l e c t  t h e  approval  
under § 113 of  th e  a c t  of  fou r  s tu d e n t  loan d i s c l o s u r e  forms i s su ed  by the  
Department  of  Heal th  and Human Se rv ic es  in  c o n ju n c t io n  wi th  t h e  Heal th Educat ion 
A s s i s t a n c e  Loan (HEAL) program.

APPENDIX H — Closed-End Model Forms and Clauses

L i s t  of  Su b jec t s  in 12 CFR P a r t  226

A d v e r t i s i n g ;  Banks,  banking;  Consumer p r o t e c t i o n ;  C r e d i t ;  Federal  
Reserve System; F inance;  Truth in l e nd i ng ;  P e n a l t i e s .

(3) Text of  Proposed Regu la tory  R e v i s i o n s . Pur sua n t  t o  t h e  a u t h o r i t y  
g ran t ed  in § 105 of  th e  Truth in Lending Act (15 U.S.C.  1604 as amended),  t h e  
Board proposes  t o  amend Regula t ion  Z, 12 CFR P a r t  226,  by removing t h e  d e f i n i 
t i o n  of  " a r r a n g e r  of  c r e d i t "  and r e s e r v i n g  paragraph  ( a ) ( 3 )  o f  § 226 .2 ;  removing 
parag raph  ( a ) ( 1 7 ) ( i i )  o f  § 226.2 and r e d e s i g n a t i n g  pa ragraphs  ( a ) ( 1 7 ) ( i i i ) ,  ( i v ) ,  
and (v) as pa ragraphs  ( a ) ( 1 7 ) ( i i ) ,  ( i i  i ) ,  and ( i v ) ,  r e s p e c t i v e l y ;  adding a new 
pa ragraph  ( f )  t o  § 226 .3 ;  and removing t h e  l a s t  s en te nce  of  both f o o t n o t e  31a t o  
§ 226.14 and f o o t n o t e  45a t o  § 226.22,  t o  read as f o l l o w s :

SECTION 226.2 - -  D e f i n i t i o n s  and Rules of C on s t r uc t i o n

(a)  D e f i n i t i o n s . ***

(3) (Reserved)

★ ★ ★ ★ ★

SECTION 226.3 - -  Exempt T r an s ac t io n s

* ★  ★  ★  ★

( f )  S tuden t  loan programs. Loans made, i n s u r e d ,  or  gua ranteed  p u r 
s u a n t  t o  a program au t h o r i z e d  by T i t l e  IV o f  t h e  Higher Educat ion Act of  1965 
(20 U.S.C.  1070 e t  s e q . ) .

* * * * *

(4) Text  o f  Proposed Commentary R e v i s i o n s . The proposed r e v i s i o n s  
t o  t h e  commentary (Supplement I t o  P a r t  226) r ead as f o l l o w s :
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Supplement I -  O f f i c i a l  S t a f f  Commentary - TIL-1

★  ★  ★  ★  ★

SUBPART A -  GENERAL

★  ★  ★  * *

SECTION 226.2 - -  D e f i n i t i o n s  and Rules of  Co ns t r u c t io n  

2(a)  D e f i n i t i o n s

* * * * *

2 ( a ) ( 3 )  "Arranger  o f  c r e d i t 11

Comments 2 ( a ) (3 )-1  th rough  6 a r e  d e l e t e d  in t h e i r  e n t i r e t y .

★  ★  ★  ★  ★

2 ( a ) ( 4 )  " B i l l i n g  Cycle" or  "Cycle"

1. I n t e r v a l s . In open-end c r e d i t  p l a n s ,  t h e  b i l l i n g  cy c l e  de te rmines  
t h e  i n t e r v a l s  [ a t  which p e r i o d i c  d i s c l o s u r e  s t a t e m e n t s  must be s e n t ; }  ►  f o r  
which p e r i o d i c  d i s c l o s u r e  s t a t e m e n t s  a r e  r e q u i r e d ;  4 t h e s e  i n t e r v a l s  a re  a l s o  
used as measuring p o in t s  f o r  o th e r  d u t i e s  of  t h e  c r e d i t o r .  T y p i c a l l y ,  b i l l i n g  
c y c l e s  a re  monthly,  but  t hey  may be more f r e q u e n t  or  l e s s  f r e q u e n t  (but  not  l e s s  
f r e q u e n t  than  q u a r t e r l y ) .

★  ★  ★  ★  ★

2 ( a ) (17) " C re d i to r "

Comment 2 ( a ) ( 1 7 ) ( i i ) - l  i s  d e l e t e d .  Comment d e s i g n a t i o n s  Paragraph 2 ( a ) ( 1 7 ) ( i v )  
and Pa rag raph  2 ( a H l 7 ) ( v ) a r e  r e d e s ig n a te d  Pa ragraph 2 ( a ) ( 1 7 ) f i i i )  and Pa ra-  
graph 2 ( a ) j l p ( i v ) . The r e f e r e n c e  t o  Sec t ion  22 6 .2 (a )  (17) ( iv )  in new comment 
2(a)  (1 7 j ( i i i ) - l  i s  being changed t o  Sec t ion  2 2 6 . 2 ( a ) ( 1 7 ) ( i i i ) .  The r e f e r e n c e  
t o  Sec t ion  2 2 6 . 2 ( a ) ( 1 7 ) (v)  in new comment 2 ( a ) ( 1 7 ) ( i v ) - l  i s  being changed t o  
Sec t ion  2 2 6 . 2 ( a ) ( 1 7 ) ( i v ) .

★  ★  * * *

2 ( a ) (18) "Downpayment"

1. A 1 lo c a t io n . *** ►  (See t h e  commentary t o  § 2 2 6 . 2 ( a ) ( 2 3 ) . )  4

★  ★  ★  ★  ★

2 ( a ) ( 2 3 )  "Prepaid  F inance Charge"

★ ★ ★ ★ ★
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►  4.  A l l o c a t i o n  o f  lump-sum payments.  In a t r a n s a c t i o n  inv o lv in g  a lump-sum 
payment by th e  consumer and a d i s c o u n t  t h a t  i s  a f in a n c e  charge  under  s e c t i o n  
2 2 6 . 4 ( b ) ( 9 ) ,  t h e  d i s c o u n t  i s  a p repa id  f in a n c e  charge  to  th e  e x t e n t  t h e  lump
sum payment i s  not  a p p l i e d  t o  t h e  cash p r i c e .  For example,  a c r e d i t o r  s e l l s  
p r o p e r ty  t o  a consumer f o r  $10.000 and r e q u i r e s  th e  consumer t o  pay $3.000 a t  
t h e  t ime of  th e  p u r cha se .  The cash p r i c e  of  th e  p r o p e r ty  i s  $9 ,000.  Under 
s e c t i o n  2 2 6 . 4 ( b ) ( 9 ) ,  t h e  $1,000 d i f f e r e n c e  between th e  c r e d i t  and cash p r i c e s  
i s  a f in a n c e  cha rg e .  I f  t h e  c r e d i t o r  a p p l i e s  th e  e n t i r e  $3,000 t o  th e  cash 
p r i c e  and adds t h e  $1.000 f in a nc e  charge t o  t h e  i n t e r e s t  on t h e  $6,000 to~ 
a r r i v e  a t  t h e  t o t a l  f in a n c e  c h a r g e ,  a l l  of  t h e  $3.000 lump-sum payment i s  a 
downpayment and th e  d i s c o u n t  i s  not  a p repa id  f in a n c e  ch a rg e .  However, i f  t h e  
c r e d i t o r  only a p p l i e s  $2 ,000 o f  th e  lump-sum payment t o  th e  cash p r i c e ,  then
$2,000 of  t h e  $3,000 i s  a downpayment and t h e  $1,000 d i s co u n t  i s  a p repa id
f i n a n c e  ch a rg e .  4 

2 ( a ) (24) " R es id en t i a l  Mortgage T r an s ac t io n"

►  5 .  A c q u i s i t i o n .  A t r a n s a c t i o n  i s  not  " to  f in a n c e  t h e  a c q u i s i t i o n "  of  th e
consumer s p r i n c i p a l  dwe l l ing  (and t h e r e f o r e  i s  not  a r e s i d e n t i a l  mortgage
t r a n s a c t i o n )  i f  t h e  consumer had p r e v i o u s l y  purchased th e  dwe l l ing  and acqu i red  
some type  of  t i t l e  t o  th e  d w e l l in g ,  even though t h e  consumer has not  a cq u i re d
f u l l  lega l  t i t l e .  Thus,  t h e  fo l lowing  types  of  t r a n s a c t i o n s  a r e  not  r e s i d e n t i a l
mortgage t r a n s a c t i o n s :

p. The f i n a n c i n g  of  a ba l loon  payment due under  a land s a l e  c o n t r a c t .

o A formal agreement  between a c r e d i t o r  ho ld ing  a s e l l e r ' s  mortgage
and th e  buyer  of  th e  p ro pe r ty  which a l lows  th e  buyer  t o  assume th e  
mor tgage,  where th e  buyer p r e v i o u s l y  purchased th e  p ro pe r ty  and 
ag reed wi th th e  s e l l e r  t o  make t h e  mortgage payments .

o A loan made t o  a j o i n t  owner o f  p r o p e r t y  t o  buy out  t h e  o t h e r  j o i n t
owner ' s  i n t e r e s t .  4 —

References

1981 c h an g e s :

★  ★  ★  * ★

"Arranger  o f  C re d i t "  *** ►  This d e f i n i t i o n  was d e l e t e d  e f f e c t i v e  October  1,  1982.  4
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SECTION 226.3 - -  Exempt T r an s ac t io ns

★ ★ ★ ★ ★

3 ( f )  S tudent  Loan Programs

> 1. Coverage.  This  exemption a p p l i e s  t o  th e  Guaranteed S tudent  Loan program,  
t h e  A u x i l i a r y  Loans t o  A s s i s t  t h e  S tudent s  ( a l s o  known as PLUS) program,  and 
t h e  Nat ional  D i r e c t  S tudent  Loan program. 4

SECTION 226.4 - -  Finance Charge

★ ★ ★ ★ ★

4(d )  Insu rance

★ ★ ★ ★ ★

10. S i n g l e - i n t e r e s t  i n s u r an ce  d e f i n e d . The term " s i n g l e - i n t e r e s t  i n s u r an ce "  
as  used in th e  r e g u l a t i o n  r e f e r s  only t o  t h e  ty p es  of  coverage t r a d i t i o n a l l y  
inc luded  in  th e  term "v en d o r ' s  s i n g l e - i n t e r e s t  i n su ran ce "  (or  "VSI") ,  t h a t  i s ,  
p r o t e c t i o n  of  t a n g i b l e  p r o p e r ty  a g a i n s t  normal p r o p e r ty  damage, concealment ,  
c o n f i s c a t i o n ,  c o n v e r s io n ,  embezzlement ,  and s k i p .  Some comprehensive i n s u r a n c e  
p o l i c i e s  may inc lu de  a v a r i e t y  of  a d d i t i o n a l  c o v e r a g es ,  such as r e p o s s e s s i o n  
i n s u ra nc e  and h o i d e r - i n - d u e - c o u r s e  i n s u r a n c e .  These types  of  coverage do not  
c o n s t i t u t e  s i n g l e - i n t e r e s t  i n su ran ce  f o r  purposes  of  th e  r e g u l a t i o n ,  and p r e 
miums f o r  them do not  q u a l i f y  f o r  ex c l u s io n  from t h e  f in a n c e  charge  under 
s e c t i o n  2 2 6 . 4 ( d ) .  I f  a p o l i c y  t h a t  i s  p r i m a r i l y  VSI a l s o  p rov ides  coverages  
t h a t  a r e  no t  VSI or  o th e r  p r o p e r ty  i n s u r a n c e ,  a p o r t i o n  of  th e  premiums must 
be a l l o c a t e d  t o  t h e  nonexcludab le  coverages  and inc lu ded  in t h e  f in a n c e  ch a r g e .
►  However, such a l l o c a t i o n  i s  not  r e q u i re d  i f  t h e  premium a t t r i b u t a b l e  t o  t h e  
o t h e r  coverages  inc luded  in t h e  p o l i c y  i s  l e s s  than $1.00  (or  $5.00  in  t h e  
case  of  a m u l t i - y e a r  p o l i c y ) .  4

★  ★  ★  ★  ★

SUBPART B -  OPEN-END CREDIT

SECTION 226.5 - -  General D i s c l os u re  Requi rements  

5 (a )  Form o f  D i s c lo s u re s

★ ★ * ★ *

Paragraph  5 ( a ) ( 2 )

★  * * *
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►  3.  D i s c lo s u re  o f  f i g u r e s  - -  exc e p t io n  t o  "more conspicuous"  r u l e .  The r u l e  
t h a t  t h e  terms ,Jannuai  pe rc e n ta g e  r a t e ' 1 and J t i n a n c e  charge"  must be d i s c l o s e d  
more con sp ic u ou s ly  than  o t h e r  r e q u i r e d  d i s c l o s u r e s  i s  not  a p p l i c a b l e  t o  th e  
d i s c l o s u r e  of  f i g u r e s  ( i n c l u d i n g ,  f o r  example,  t h e  d i s c l o s u r e  of  amounts ,  
p e r c e n t a g e s ,  and d o l l a r  s i g n s ) .  4

5(b)  Time o f  D i s c lo s u r e s

5 ( b ) ( 1 )  I n i t i a l  d i s c l o s u r e s

★  ★  ★  ★  ★

3.  Reopening c l ose d  a c c o u n t . I f  an account  has been c l o se d  ( f o r  example,  due 
to  i n a c t i v i t y ,  c a n c e l l a t i o n ,  o r  e x p i r a t i o n )  and then  i s  r eopened,  new i n i t i a l  
d i s c l o s u r e s  a r e  r e q u i r e d ,  t  No new i n i t i a l  d i s c l o s u r e s  a re  r e q u i r e d ,  however,  
when t h e  account  i s  c l os ed  m i r e ly  t o  a s s ig n  i t  a new number ( f o r  example,  when 
a c r e d i t  card  i s  r e p o r t e d  l o s t  or  s t o l e n )  and t h e  "new" account  then  co n t in u es  
on t h e  same t e r m s .  4

★  ★  ★  ★  ★

SECTION 226.8 - -  I d e n t i f i c a t i o n  of  T r a n s a c t i o n s

►  7 .  Cr ed i t  i n s u r a n c e  o f f e r e d  through t h e  c r e d i t o r .  When c r e d i t  i n s u r a n c e  t h a t  
i s  not  p a r t  of  t h e  f in a n c e  charge ( f o r  example,  v o lu n t a r y  c r e d i t  l i f e  in s u r a n c e )  
i s  o f f e r e d  t o  t h e  consumer through t h e  c r e d i t o r ,  but  i s  a c t u a l l y  provided by 
an o t h e r  company, t h e  c r e d i t o r  has t h e  op t i on  of  i d e n t i f y i n g  t h e  premiums in one 
o f  two ways on t h e  p e r i o d i c  s t a t e m e n t .  The c r e d i t o r  may d e s c r i b e  t h e  premiums 
us ing e i t h e r  t h e  r u l e  in  s e c t i o n  2 2 6 . 8 ( a ) ( 2 )  f o r  " r e l a t e d "  s e l l e r s  and c r e d i t o r s  
or  t h e  r u l e  in  s e c t i o n  2 2 6 . 8 ( a ) ( 3 )  fo r  " n o n - r e l a t e d "  s e l l e r s  and c r e d i t o r s .
This  means,  t h e r e f o r e ,  t h a t  t h e  c r e d i t o r  may i d e n t i f y  t h e  in s u r a n c e  e i t h e r  by 
p r o v i d i n g ,  under  s e c t i o n  2 2 6 . 8 ( a H 2 ) ,  a b r i e f  i d e n t i f i c a t i o n  of  t h e  s e r v i c e s ' ^ 
p rov ided  ( f o r  example,  " c r e d i t  l i f e  i n s u r a n c e 11) ,  o r  by d i s c l o s i n g ,  under  
s e c t i o n  2 2 6 . 8 ( a ) ( 3 ) ,  t h e  name and address  ot  t n e  company p r ov id i ng  t h e  i n s u r a n c e  
( f o r  example,  ABC Insurance  Company, New York, New York).  In e i t h e r  e v e n t T  * 
th e  c r e d i t o r  would,  of  c o u r s e ,  a l s o  p rovide  t h e  amount and t h e  da t e  o f  th e  
t r a n s a c t i o n .  4

SECTION 226.9 — Subsequent  D i s c lo s u r e  Requirements

9 (c )  Change in  Terms

★  * ★  ★  ★
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9 ( c ) ( 1 )  Wri t ten  Not ice  Required

★  ★  * ★  ★

3.  Timing -  advance n o t i c e  not  r e q u i r e d . Advance n o t i c e  o f  15 days i s  not  
nec es sa ry  - -  t h a t  i s ,  a n o t i c e  of  change in te rms i s  r e q u i r e d ,  but  i t  may be 
[ s e n t }  ►  given 4 as l a t e  as t h e  e f f e c t i v e  d a t e  of  t h e  change - -  in two c i r cum
s t a n c e s  :

o I f  t h e r e  i s  an i n c r e a s e d  p e r i o d i c  r a t e  or  any o t h e r  f in a n c e  
charge  a t t r i b u t a b l e  t o  t h e  consumer ' s  de l inquency  o r  d e f a u l t

° I f  t h e  consumer ag rees  t o  t h e  p a r t i c u l a r  change [ ( f o r  example,  an 
agreed-upon a d d i t i o n  or  s u b s t i t u t i o n  of  c o l l a t e r a l ) } ,  ►  This p r o 
v i s i o n  i s  i n t en ded  f o r  use in t h e  unusual  i n s t a n c e  when a consumer 
. s u b s t i t u t e s  col 1a t e r a l  or  when t h e  c r e d i t o r  can advance a d d i t i o n a l  
c r e d i t  only i f  a change r e l a t i v e l y  unique t o  t h a t  consumer i s  
made, such as t h e  consumer ' s  p r ov id ing  a d d i t i o n a l  s e c u r i t y  or  
paying an in c r e a s e d  minimum payment amount.  < tButU * T h e r e f o r e ,
t h e  fo l lowing  a r e  not  "ag ree me n t s 11 between t h e  consumer and th e  
c r e d i t o r  f o r  purposes  of  s e c t i o n  2 2 6 . 9 ( c ) ( 1 ) :  4  t h e  consumer ' s  
general  acc ep tance  of  t h e  c r e d i t o r ' s  c o n t r a c t  r e s e r v a t i o n  of  t h e  
r i g h t  t o  change te rms  £ , o r J  k • 4  t h e  consumer ' s  use o f  th e  account  
(which might imply acc ep t an ce  o? i t s  terms under  s t a t e  law) [ , ]

►  ; and t h e  consumer ' s  accep ta nce  o f  a u n i l a t e r a l  term change t h a t  
i s  not p a r t i c u l a r  t o  t h a t  consumer,  but  r a t h e r  i s  of  gene ra l  
a p p l i c a b i l i t y  t o  consumers with t h a t  t ype  of  ac c o u n t .  4  [ i s  not  
an "agreement" between t h e  t h e  consumer and t h e  c r e d i t o r  f o r  
purposes  of  s e c t i o n  2 2 6 . 9 ( c ) ( 1 ) . ]

★ ★ * * *

9 ( c ) ( 2 )  Not ice  Not Required

★  ★  ★  ★  ★

2.  Skip f e a t u r e s . I f  a c r e d i t  program a l lows  consumers t o  sk ip  or  reduce one 
or  more payments du r ing  t h e  y e a r ,  o r  i nvo l ves  temporary r e d u c t io n s  in  f in a n c e  
c h a r g e s ,  no n o t i c e  o f  t h e  change in te rms  i s  r e q u i r e d  e i t h e r  p r i o r  t o  t h e  r e d u c 
t i o n  o r  upon resumpt ion o f  t h e  h ig h e r  r a t e s  o r  payments 4 i f  t h e s e  f e a t u r e s  
a re  ex p l a i n ed  on t h e  i n i t i a l  d i s c l o s u r e  s t a t e m e n t  ( i n c lu d in g  an e x p l a n a t i o n  of  
t h e  te rms upon r e s um pt io n ) .  For example,  a merchant  may a l low consumers t o  sk ip  
t h e  December payment t o  encourage h o l i d a y  shopp ing ,  or  a t e a c h e r s '  c r e d i t  union 
may not  r e q u i r e  payments du r ing  summer v a c a t i o n .  O the rwise ,  t h e  c r e d i t o r  must 
give  n o t i c e  p r i o r  t o  resuming t h e  o r i g i n a l  s chedule  o r  r a t e ,  even though no 
n o t i c e  i s  r e q u i re d  p r i o r  t o  t h e  r e d u c t i o n .  } The ch an g e - in - t e rm s  n o t i c e  mav 
be combined with t h e  n o t i c e  o f f e r i n g  t h e  r e d u c t i o n .  For example,  t h e  p e r i o d i c  
s t a t e m e n t  r e f l e c t i n g  t h e  r e d u c t io n  o r  sk ip  f e a t u r e  may a l s o  be used t o  n o t i f y  
t h e  consumer o f  t h e  resumpt ion of  t h e  o r i g i n a l  s chedu le  o r  r a t e ,  e i t h e r  by~ 
s t a t i n g  e x p l i c i t l y  when t h e  h ig h e r  payment or  cha rges  resume,  o r  by i n d i c a t i n g  
t h e  d u r a t i o n  o f  t h e  sk i p  o p t i o n .  Language such as  You may s k ip  your  October 
payment ,"  o r  "We w i l l  waive your  f in a n c e  cha rges  f o r  J a n u a r y , "  may se r ve  as  
t h e  ch an g e - in - t e r m s  n o t i c e .  4  “

* ★  ★ *
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SECTION 226.15 — Right  of  Re sc i s s io n

★  ★  ★  ★  ★

Paragraph 15 ( a ) ( 3 )

★  ★  ★  ★  ★

4 .  Unexpired r i g h t  o f  r e s c i s s i o n . When t h e  c r e d i t o r  has f a i l e d  t o  t a k e  t h e  
a c t i o n  ne ce ssa ry  t o  s t a r t  t h e  t h r e e - d a y  r e s c i s s i o n  pe r i od  runn ing ,  t h e  r i g h t  t o  
r e s c i n d  a u t o m a t i c a l l y  l a p s e s  on t h e  occur r en ce  of  t h e  e a r l i e s t  of  t h e  fo l lowing  
t h r e e  e v e n t s :

o The e x p i r a t i o n  o f  t h r e e  y e a r s  a f t e r  t h e  occur re nce  g iv ing  r i s e  
t o  t h e  r i g h t  of  r e s c i s s i o n

o T r a n s f e r  o f  a l l  t h e  consumer ' s  i n t e r e s t  in  t h e  p r o p e r ty

o Sale  of  t h e  consumer ' s  i n t e r e s t  in t h e  p r o p e r t y ,  i n c lu d in g  a 
t r a n s a c t i o n  in  which t h e  consumer s e l l s  t h e  dwe l l ing  and [ t a k e s  
back]  ►  r e t a i n s  4 l eg a l  t i t l e  I  or  t a k e s  back 4 [ t h r o u g h ]  a 
pu rchase money no te  and mortgage .

T ra n s f e r  of  a l l  t h e  consumer ' s  i n t e r e s t  i n c lu d es  such t r a n s f e r s  as beq ues t s  
and g i f t s .  A s a l e  or  t r a n s f e r  of  t h e  p ro pe r ty  need not  be vo lu n t a r y  t o  t e r m i n 
a t e  t h e  r i g h t  t o  r e s c i n d .  For example,  a f o r e c l o s u r e  s a l e  would t e r m i n a t e  an 
unexpi red r i g h t  t o  r e s c i n d .  As provided  in s e c t i o n  125 of  t h e  a c t ,  t h e  t h r e e -  
y e a r  l i m i t  may be extended by an a d m i n i s t r a t i v e  p roceeding  t o  en f o r ce  t h e  
p r o v i s i o n s  of  s e c t i o n  226.15 .  A p a r t i a l  t r a n s f e r  of  t h e  consumer ' s  i n t e r e s t ,  
such as a t r a n s f e r  bestowing co-ownersh ip  on a sp ous e ,  does not  t e r m i n a t e  
t h e  r i g h t  o f  r e s c i s s i o n .

★  ★  ★  ★  ★

SUBPART C -  CLOSED-END CREDIT

SECTION 226.17 - -  General D i s c lo s u r e  Requirements

17(a)  Form o f  D i s c lo s u r e s

Paragraph 1 7 (a ) ( 1 )

* * * * *

5.  D i r e c t l y  r e l a t e d . The s e g r e g a t e d  d i s c l o s u r e s  may, a t  t h e  c r e d i t o r ' s  
o p t i o n ,  i n c lu d e  any in f o r m a t io n  t h a t  i s  d i r e c t l y  r e l a t e d  t o  t h o s e  d i s c l o s u r e s .  
D i r e c t l y  r e l a t e d  in f o r m a t io n  i n c l u d e s ,  f o r  example,  t h e  f o l l o w i n g :



►  ° A s t a t e m e n t  t h a t  a d u e - o n - s a l e  c l a u s e  i s  co n ta in ed  in  t h e  loan
document.  For example,  t h e  d i s c l o s u r e  given under  s e c t i o n  
226.18(g)  may s t a t e ,  "Someone buying your home may, s u b j e c t  t o  
c o n d i t i o n s  in t h e  d u e - o n - s a l e  c l a u s e  co n t a in ed  in t h e  loan document,  
assume t h e  remainder  of  t h e  mortgage on th e  o r i g i n a l  t e r m s . "  4

★  ★  * ★  ★

Paragraph 1 7( a ) (2 )

★  ★  ★  ★  ★

* J L  D i s c l o s u r e  of  f i g u r e s  — ex ce p t i on  t o  "more conspicuous"  r u l e . The r u l e  
t h a t ~ t h e  terms "annual pe rce n ta ge  r a t e 1* and " f in an ce  c h a r g e 11 must be d i s c l o s e d  
more consp icuous ly  than o t h e r  r e q u i re d  d i s c l o s u r e s  i s  not  a p p l i c a b l e  to  th e  
d i s c l o s u r e  of  f i g u r e s  ( i n c l u d i n g ,  f o r  example,  t h e  d i s c l o s u r e  of  amounts,  p e r 
c e n t a g e s ,  and d o l l a r  s i g n s ) .  «

★  ★  ★  ★  ★

1 7 ( i ) I n t e r i m  S tudent  Cr ed i t  Extens ions

1. D e f i n i t i o n . S tudent  c r e d i t  p lans  invo l ve  e x t e n s i o n s  of  c r e d i t  f o r  ed uca t io n  
purposes  where th e  repayment amount and schedu le  a re  not  known a t  t h e  t ime c r e d i t  
i s  advanced.  These p l ans  in c l ude  [ , f o r  ex am p le , !  l oans  made under  [ t h e  Guaran
t e e d  Student  Loan program,  t h e  PLUS program or]  any [ o t h e r ]  s t u d e n t  c r e d i t  p l a n ,  
whether  government or  p r i v a t e ,  where th e  repayment pe r io d  does not  begin imme
d i a t e l y .  C r e d i to r s  in i n t e r i m  s tu d e n t  c r e d i t  e x t e n s io n s  need not  d i s c l o s e  t h e  
t e rms  s e t  f o r t h  in t h i s  parag raph  a t  t h e  t ime th e  c r e d i t  i s  a c t u a l l y  extended 
but must make complete d i s c l o s u r e s  a t  t h e  t ime th e  c r e d i t o r  and consumer ag ree  
upon t h e  repayment schedu le  f o r  t h e  t o t a l  o b l i g a t i o n .  At t h a t  t i m e ,  a new s e t  
of  d i s c l o s u r e s  must be made of  a l l  a p p l i c a b l e  i t ems under  s e c t i o n  226 .18.

★  * * ★  ★

Comment 1 7 ( i ) - 4  i s  removed. Comment 1 7 ( i ) -5 i s  r e d e s i g n a t e d  comment 17 ( i ) - 4 .

★  ★  ★  * ★

SECTION 226.18 — Content  of  D i s c l o s u r es

★  * * ★  *

18 ( f )  V ar i ab l e  Rate

1. Coverage. The r equ i remen t s  of  s e c t i o n  2 2 6 . 1 8 ( f )  apply t o  a l l  t r a n s a c t i o n s  
in  which t h e  te rms of  t h e  l eg a l  o b l i g a t i o n  a l low t h e  c r e d i t o r  t o  i n c r e a s e  » anv 
p o r t i o n  o f  4 t h e  r a t e  o r i g i n a l l y  d i s c l o s e d  t o  t h e  consumer.  The p r o v i s i o n s ,  
however,  do not  apply t o  i n c r e a s e s  r e s u l t i n g  from de l inquency  ( i n c l u d i n g  l a t e  
payment) ,  d e f a u l t ,  a s sumpt ion ,  a c c e l e r a t i o n  or  t r a n s f e r  of  t h e  c o l l a t e r a l .



5 .  Other  v a r i a b l e - r a t e  r e g u l a t i o n s . T ra n s ac t i o n s  in which t h e  c r e d i t o r  i s  
r e q u i r e d  t o  comply wi th  and has complied wi th  v a r i a b l e - r a t e  r e g u l a t i o n s  of  
o t h e r  f e d e r a l  agenc ies  a r e  exempt from th e  r eq u i remen t s  o f  [ t h i s  s e c t i o n , ]  
t  s e c t i o n  2 2 6 . 1 8 ( f ) , 4 by v i r t u e  of  f o o t n o t e  43 .  Those v a r i a b l e - r a t e  r e g u l a 
t i o n s  in c lu d e  t h e  a d j u s t a b l e  mortgage loan in s t r u m en t  r e g u l a t i o n  i s s u ed  by th e  
Federal  Home Loan Bank Board (12 CFR 5 4 5 . 6 - [ 4 ]  >_2_* ( a ) )  C> t h e  g radua ted  pay
ment a d j u s t a b l e  mortgage loan ins t ru m en t  r e g u l a t i o n  i s s ue d  by t h e  Federal  Home 
Loan Bank Board (12 CFR 5 4 5 . 6 - 4 ( b ) ) , ]  and t h e  a d j u s t a b l e - r a t e  mortgage r e g u l a 
t i o n  i s s ue d  by t h e  Compt ro l l er  of  t h e  Currency (12 CFR 29) .  The ex ce p t i on  in 
f o o t n o t e  43 i s  a l s o  a v a i l a b l e  t o  i n s t i t u t i o n s  t h a t  a re  r e q u i r e d  by s t a t e  law 
t o  comply wi th t h e  f e d e r a l  v a r i a b l e - r a t e  r e g u l a t i o n s  noted above ►  or  a r e  
a u t h o r i z e d  by T i t l e  VIII  o f  t h e  Depos i to ry  I n s t i t u t i o n s  Act of  1982 (Pub. L. 
97-320) t o  make loans  in accordance  wi th th o s e  r e g u l a t i o n s  4  .

★ * * * *

18 (q ) Assumption Po l i cy

1. Po l i cy  s t a t e m e n t . Because a c r e d i t o r ' s  assumption p o l i c y  may be based on a 
v a r i e t y  of  c i r cums tanc es  not  de t e r m in ab le  a t  t h e  t ime th e  d i s c l o s u r e  i s  made, 
t h e  c r e d i t o r  may use phrases  such as " s u b j e c t  t o  c o n d i t i o n s "  or  "under c e r t a i n  
c i r cu ms tan ce s"  in complying wi th  s e c t i o n  2 2 6 . 1 8 ( q ) .  P The c r e d i t o r  may s t a t e  
t h a t  a d u e - o n - s a l e  c l a u s e  i s  con t a in ed  in t h e  loan document.  (See comment 
1 7 ( a ) ( l ) - 5  r ega rd i ng  d i r e c t l y  r e l a t e d  i n f o r m a t i o n . )  4 The p r o v i s io n  r e q u i r e s  
only t h a t  t h e  consumer be t o l d  whether  or  not  a subsequen t  p u r cha se r  might  be 
al lowed t o  assume th e  o b l i g a t i o n  on i t s  o r i g i n a l  terms and does not  con templa te  
any e x p l a n a t i o n  of  th e  c r i t e r i a  or  c o n d i t i o n s  f o r  as sumabi1i t y .

★  ★  ★  ★  ★

References

★ ★ * ★ ★

Other  r e g u l a t i o n s : 12 CFR 5 4 5 . 6 - [ 4 ]  »_2_« (a)  [and ( b ) ] ,  and 12 CFR 29.

★  ★  ★  ★  ★

SECTION 226.19 - -  C er t a in  R e s id e n t i a l  Mortgage T r an s ac t io ns  

19(a)  Time of  D i s c lo s u r e

* * ★  ★  ★

3.  Wr i t t e n  a p p l i c a t i o n . C r e d i t o r s  may r e l y  on RESPA and Regu la t i on  X ( in c lu d in g  
any i n t e r p r e t a t i o n s  i s s ued  by HUD) in de c i d in g  whether  a " w r i t t e n  a p p l i c a t i o n "  
has been r e c e i v e d .  In g e n e r a l ,  Regu la t ion  X r e q u i r e s  d i s c l o s u r e s  " to  every  
per son  from whom t h e  Lender r e c e i v e s  o r  f o r  whom i t  p rep a re s  a w r i t t e n  a p p l i c a 
t i o n  on an a p p l i c a t i o n  form or  forms normal ly  used by t h e  Lender f o r  a F e d e r a l ly  
R e l a t e d  Mortgage Loan" (24 CFR 3 5 0 0 . 6 ( a ) ) .  An a p p l i c a t i o n  i s  r e ce iv ed  when i t
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reaches  th e  c r e d i t o r  in any of  th e  ways a p p l i c a t i o n s  a r e  normal ly  t r a n s m i t t e d  
- -  by m a i l ,  hand d e l i v e r y ,  or  th rough  an in t e r m e d ia r y  agen t  o r  b r o k e r .  ►  I f  
an a p p l i c a t i o n  r eaches  t h e  c r e d i t o r  through an in t e r m e d ia r y  agen t  or  b r o k e r ,  
t h e  a p p l i c a t i o n  i s  r ece ive d  when i t  r eaches  th e  c r e d i t o r ,  r a t h e r  than  when i t  
r eaches  th e  agent  or  b r o k e r .  4

★  ★  ★  ★  *

SECTION 226.20 - -  Subsequent  D i s c l os u re  Requirements

* * * * *

20(b)  Assumptions

1. General d e f i n i t i o n . An assumption as de f i ned  in s e c t i o n  226 .20(b )  i s  a new 
t r a n s a c t i o n  and new d i s c l o s u r e s  must be made t o  t h e  subsequen t  consumer.  An 
assumpt ion under t h e  r e g u l a t i o n  r e q u i r e s  th e  fo l lowing  t h r e e  e l eme n t s :

° A r e s i d e n t i a l  mortgage t r a n s a c t i o n

° An expre ss  accep tance  of  t h e  subsequen t  consumer by 
t h e  c r e d i t o r

o A w r i t t e n  agreement

The assumption of  a non-exempt consumer c r e d i t  o b l i g a t i o n  r e q u i r e s  no d i s c l o s u r e s  
u n le s s  a l l  t h r e e  e l emen ts  a r e  p r e s e n t ,  Thus,  t h e  c r e d i t o r  of  an e x i s t i n g  
pe rsona l  p r o p e r ty  t r a n s a c t i o n  on which a new cus tomer  becomes a pr imary o b l i g o r  
need not  p rov ide  d i s c l o s u r e s .  For example,  an a utomobi l e  d e a l e r  need not  p r o 
v i de  Truth in Lending d i s c l o s u r e s  to  a cus tomer  who assumes an e x i s t i n g  o b l i g a 
t i o n  secured  by an au to mob i l e .  However, a r e s i d e n t i a l  mortgage t r a n s a c t i o n  wi th  
t h e  e l ement s  d e s c r ib e d  in s e c t i o n  226 .20(b )  i s  an assumpt ion t h a t  c a l l s  f o r  new 
d i s c l o s u r e s :  t h e  d i s c l o s u r e s  must be given whether  or  not  t h e  assumption i s  
accompanied bv changes in t h e  te rms of  t h e  o b l i g a t i o n .  4

* * * * *

E 7. Time of  d i s c l o s u r e s . Assumption d i s c l o s u r e s  must be p rovided t o  t h e  new 
consumer be fo re  consummation of  t h e  t r a n s a c t i o n ,  t h a t  i s ,  be fo re  t h e  new 
consumer has been accep ted  as a pr imary o b l i g o r  on t h e  t r a n s a c t i o n .

8.  Abbreviat ed  d i s c l o s u r e s . The a b b r e v i a t e d  d i s c l o s u r e s  p e r m i t t ed  f o r  assump
t i o n s  o f  t r a n s a c t i o n s  in vo lv ing  add-on or  d i s c o u n t  f in a n c e  cha rges  must be made 
c l e a r l y  and consp ic uo us l y  in w r i t i n g  in a form t h a t  t h e  consumer may keep.  
However,  t h e  c r e d i t o r  need not  comply wi th  t h e  s e g r e g a t i o n  r equ i remen t  of  
l e c t i o n  2 2 6 . 1 7 ( a ) ( 1 ) .  The terms "annual p e rc en tag e  r a t e 11 and " t o t a l  of  pay 
m e n t s . 11 when d i s c l o s e d  accord ing  t o  s e c t i o n  2 2 6 .2 0 (b ) ( 4 )  and ( 5 ) .  a r e  not  
sub. iect  t o  t h e  d e s c r i p t i o n  r equ i remen t s  o f  s e c t i o n  226 .18(e )  and ( h ) .  The 
A n n u a l  pe rce n ta ge  r a t e "  d i s c l o s e d  under  s e c t i o n  2 2 6 . 2 0 (b ) ( 4 )  need not  be more 
conspicuous  than o t h e r  d i s c l o s u r e s .  4

* * * * *
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SECTION 226.23 - -  Right  of  Re sc i s s ion

★ * * ★ ★

23(a)  Consumer 's  Right  t o  Rescind

* * * * *

Paragraph  2 3 ( a ) ( 3 )

* ★ ★ ★ ★

3. Unexpired r i g h t  o f  r e s c i s s i o n . When t h e  c r e d i t o r  has f a i l e d  t o  t a k e  th e  
a c t i o n  n ec es sa r y  t o  s t a r t  t h e  t h r e e - b u s i n e s s  day r e s c i s s i o n  pe r io d  runn ing ,  t h e  
r i g h t  t o  r e s c i nd  a u t o m a t i c a l l y  l a p s e s  on t h e  occur r en ce  of  t h e  e a r l i e s t  of  t he  
f o l lo w in g  t h r e e  e v e n t s :

o The e x p i r a t i o n  of  t h r e e  y e a r s  a f t e r  consummation of  th e  
t r a n s a c t i o n

° T r a n s f e r  of  a l l  t h e  consumer ' s  i n t e r e s t  in th e  p r o p e r ty

o Sale  of  t h e  consumer ' s  i n t e r e s t  in t h e  p r o p e r t y ,  i n c lu d in g  
a t r a n s a c t i o n  in which t h e  consumer s e l l s  t h e  dwe l l ing  and

t t a k e s  back]  ►  r e t a i n s  4  l egal  t i t l e  ►  or  t a k e s  back 4
t h r o u g h ]  a purchase money no te  and mortgage

T ra n s f e r  of a l l  t h e  consumer ' s  i n t e r e s t  i n c lu d e s  such t r a n s f e r s  as beq ues t s  
and g i f t s .  A s a l e  or  t r a n s f e r  of  t h e  p r op e r ty  need not  be v o lu n t a r y  t o  t e r m i 
na te  t h e  r i g h t  t o  r e s c i n d .  For example,  a f o r e c l o s u r e  s a l e  would t e r m i n a t e  an 
unexpi red  r i g h t  t o  r e s c i n d .  As provided in s e c t i o n  125 o f  t h e  a c t ,  t h e  t h r e e -  
y e a r  l i m i t  may be extended by an a d m i n i s t r a t i v e  proceed ing  t o  en f o r ce  th e  
p r o v i s i o n s  of  t h i s  s e c t i o n .  A p a r t i a l  t r a n s f e r  of  t h e  consumer ' s  i n t e r e s t ,
such as a t r a n s f e r  bestowing co-ownership  on a spouse ,  does not  t e r m i n a t e  th e
r i g h t  of  r e s c i s s i o n .

★  * * ★  ★

SUBPART D - MISCELLANEOUS

* * ★ ★ ★

SECTION 226.28 - -  E f f e c t  on S t a t e  Laws 

28(a)  I n c o n s i s t e n t  D i s c lo s u r e  Requirements

★  ★  * ★  ★

►  8.  Preemption d e t e r m i n a t i o n  — Ar izona .  E f f e c t i v e  October  1 ,  1983,  t h e  Board 
has determined  t h a t  t h e  fo l l owin g  p r o v i s i o n s  in t h e  s t a t e  law o f  Arizona a r e  
preempted by t h e  f e d e r a l  law:



o S ec t ion  44-287 B.5 - D i s c lo s u r e  of  f i n a l  cash p r i c e  b a l a n c e .  This
p r o v i s io n  i s  preempted in th o s e  t r a n s a c t i o n s  in which t h e  amount 
of  t h e  f i n a l  cash p r i c e  ba lance  i s  t h e  same as t h e  f e d e r a l  amount 
f i n a n c e d ,  s i n c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s  th e  
use of  a term d i f f e r e n t  from t h e  f e d e r a l  term t o  r e p r e s e n t  t h e  
same amount.

Q Sec t ion  44-287 B.6 - D i s c lo s u r e  of  f in a n c e  ch a r ge .  This p r ov i s io n  
i s  preempted in th o s e  t r a n s a c t i o n s  in which th e  amount of  th e  
f in a n c e  charge i s  d i f f e r e n t  from th e  amount of  t h e  f e d e r a l  f i n a n c e  
c h a r g e ,  s in c e  in such t r a n s a c t i o n s , t h e  s t a t e  law r e q u i r e s  th e  use 
of  th e  same term as th e  f ed e r a l  law t o  r e p r e s e n t  a d i f f e r e n t  amount.

o Sec t ion  44-287 B.7 - D i s c lo s u r e  of  t h e  t ime b a l a n c e .  The t ime 
ba lance  d i s c l o s u r e  p r ov i s io n  i s  preempted in th o s e  t r a n s a c t i o n s  in 
which th e  amount i s  t h e  same as th e  amount of  t h e  f e d e r a l  t o t a l  o f  
payments ,  s in c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s  the  
use of  a term d i f f e r e n t  from t h e  f e d e r a l  term t o  r e p r e s e n t  the' 
same amount.

9.  Preemption de t e r m i n a t i o n  - -  F l o r i d a .  E f f e c t i v e  October  1.  1983. t h e  Board 
has determined t h a t  t h e  fo l lowing  p r o v i s i o n s  in th e  s t a t e  law of  F lo r id a  a r e  
preempted by th e  f e d e r a l  law:

Q S ec t io ns  5 2 0 . 0 7 ( 2 ) ( f )  and 5 2 0 . 3 4 ( 2 ) ( f )  - D i s c lo s u r e  of  amount 
f in a n c e d .  This d i s c l o s u r e  i s  preempted in t h o s e  t r a n s a c t i o n s  in 
which th e  amount i s  d i f f e r e n t  from th e  f e d e r a l  amount f in a n c e d ,  
s i n c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s  th e  use of  th e
same term as th e  f ed e r a l  law t o  r e p r e s e n t  a d i f f e r e n t  amount.

Q S ec t io ns  5 2 0 . 0 7 ( 2 ) ( g ) ,  5 2 0 . 3 4 ( 2 ) ( g ) , and 5 2 0 . 3 5 ( 2 ) ( d )  -  D i s c lo s u r e  
o f  f i n a nc e  charge and a d e s c r i p t i o n  of  i t s  components .  The f in a n ce  
charge  d i s c l o s u r e  i s  preempted in th o s e  t r a n s a c t i o n s  in which th e  
amount of  th e  f in a nc e  charge  i s  d i f f e r e n t  from t h e  f e d e r a l  amount,
s in c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s  t h e  use of  the
same term as t h e  f e d e r a l  law t o  r e p r e s e n t  a d i f f e r e n t  amount.  The 
r equ i rement  t o  d e s c r i b e  or  i t e m i z e  th e  components of  th e  f i n a n c e  
c h a rg e ,  which i s  a l s o  inc luded  in t h e s e  p r o v i s i o n s ,  i s  not  preempted.

Q S e c t io ns  5 2 0 .0 7 (2 ) ( h )  and 5 2 0 . 3 4 ( 2 ) ( h )  -  D i s c l os u r e  o f  t o t a l  of  
payments.  The t o t a l  of  payments d i s c l o s u r e  i s  preempted in  th o s e  
t r a n s a c t i o n s  in which t h e  amount d i f f e r s  from t h e  amount o f  t h e
f e d e r a l  t o t a l  of  payments,  s in c e  in  such t r a n s a c t i o n s ,  t h e  s t a t e
Taw r e q u i r e s  th e  use of  t h e  same term as t h e  f ed e r a l  law t o  r e p r e 
s e n t  a d i f f e r e n t  amount than t h e  f ed e r a l  law.

o S ec t io n s  5 2 0 . 0 7 ( 2 ) ( i )  and 5 2 0 . 3 4 ( 2 ) ( i )  -  D i s c l os u r e  o f  d e f e r r e d  
payment p r i c e .  This d i s c l o s u r e  i s  preempted in t h o s e  t r a n s a c t i o n s  
in  which t h e  amount i s  t h e  same as th e  f e d e r a l  t o t a l  s a l e  p r i c e ,  
s i n c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s  t h e  use of  a 
d i f f e r e n t  te rm than t h e  f e d e r a l  law t o  r e p r e s e n t  t h e  same amount
as  t h e  f e d e r a l  law.
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10. Preemption d e t e r m i n a t i o n  — Mis sou r i .  E f f e c t i v e  October  1, 1983,  t h e  
Board has de termined  t h a t  t h e  fo l l owin g  p r o v i s i o n s  in t h e  s t a t e  law of  Missouri  
a r e  preempted by t h e  f e d e r a l  lawT~

° S e c t io n s  365 . 070-6 (9 )  and 40 8 . 26 0- 5 ( 6 )  -  D i s c lo s u r e  of  p r i n c i p a l  
b a l a n c e .  This d i s c l o s u r e  i s  preempted in th o s e  t r a n s a c t i o n s  in 
which th e  amount of  the  p r i n c i p a l  ba lance  i s  t h e  same as the  
f e d e r a l  amount f in a n c e d ,  s in ce  in such t r a n s a c t i o n s ,  t h e  s t a t e  
Taw r e q u i r e s  t h e  use of  a term d i f f e r e n t  from th e  f e d e r a l  term t o  
r e p r e s e n t  th e  same amount.

o S ec t io ns  365.070-6 (10)  and 408 .2 60 -5 ( 7 )  -  P i s c l o s u r e  of  t ime p r i c e
' d i f f e r e n t i a l  and t ime cha rge ,  r e s p e c t i v e l y .  These d i s c l o s u r e s  are"

preempted in tho se  t r a n s a c t i o n s  in which th e  amount i s  t h e  same as  
t h e  f ed e r a l  f in a n c e  ch a r g e ,  s in c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  
law r e q u i r e s  t h e  use of  a term d i f f e r e n t  from th e  f e d e r a l  law t o  
r e p r e s e n t  th e  same amount.

o S e c t io n s  365.070-2  and 408.260-2  - Use of  th e  te rms "t ime p r i c e
d i f f e r e n t i a l 11 and "t ime charge"  in  c e r t a i n  n o t i c e s  t o  t h e  buyer .
In tho s e  t r a n s a c t i o n s  in which t h e  s t a t e  d i s c l o s u r e  of  t h e  t ime 
p r i c e  d i f f e r e n t i a l  or  t ime charge  i s  preempted,  t h e  use of  th e  
terms in t h i s  n o t i c e  a l s o  i s  preempted.  The n o t i c e  i t s e l f  i s  not  
preempted.

° S ec t io ns  365 .070-6(11)  and 4 0 8 .2 6 0- 5 ( 8 j  -  D i s c lo s u r e  of  t ime
b a l a n c e .  The t ime ba lance  d i s c l o s u r e  i s  preempted in th o s e  t r a n s 
a c t i o n s  in which t h e  amount i s  t h e  same as th e  amount of  the  
f e d e r a l  t o t a l  of  payments,  s i n c e  in such t r a n s a c t i o n s ,  t h e  s t a t e  
law r e q u i r e s  t h e  use of  a d i f f e r e n t  term than t h e  f e d e r a l  law t o  
r e p r e s e n t  th e  same amount.

o S ec t io n s  365.070-6 (12)  and 4 08 . 260 -5 ( 9 )  -  D i s c l o s u r e  of  t ime s a l e
p r i c e .  This  d i s c l o s u r e  i s  preempted in th o s e  t r a n s a c t i o n s  in whTch 
t h e  amount i s  t h e  same as th e  f e d e r a l  t o t a l  s a l e  p r i c e ,  s in c e  in 
such t r a n s a c t i o n s ,  t h e  s t a t e  law r e q u i r e s t h e  use of  a d i f f e r e n t  
term from th e  f e d e r a l  law t o  r e p r e s e n t  t h e  same amount.  4

★  ★  ★  ★  ★

SECTION 226.29 - -  S t a t e  Exemptions 

29(a)  General  Rule

* * * * ★

4.  Exemptions g r a n t e d . E f f e c t i v e  October  1, 1982,  t h e  Board has g ran t ed  t h e  
f o l l o w i n g  exemptions  from p o r t i o n s  o f  t h e  r e v i s e d  Truth  in Lending Act:



° ^ a i n e » C r e d i t  or  l e a s e  t r a n s a c t i o n s  s u b j e c t  t o  t h e  Maine Consumer 
C r e d i t  Code and i t s  implementing r e g u l a t i o n s  a r e  exempt from 
c h a p t e r s  2, 4 and 5 of  th e  f e d e r a l  a c t .  (The exemption does not  
app ly  t o  t r a n s a c t i o n s  in which a f e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n  
i s  a c r e d i t o r  or  l e s s o r . )

° C o n n e c t i c u t . C r e d i t  t r a n s a c t i o n s  s u b j e c t  t o  t h e  Co nnec t i cu t  Truth 
in Lending Act a re  exempt from c h a p t e r s  2 and 4 o f  th e  f ed e r a l  a c t .  
(The exemption does not  apply t o  t r a n s a c t i o n s  in which a f e d e r a l l y  
c h a r t e r e d  i n s t i t u t i o n  i s  a c r e d i t o r . )

►  ° M as sac h us e t t s .  Cr ed i t  t r a n s a c t i o n s  s u b j e c t  t o  th e  Massachuse t t s
T r u t h  in Lending Act a r e  exempt from c h a p t e r s  2 and 4 o f  the  
f ed e r a l  a c t .  (The exemption does not  apply t o  t r a n s a c t i o n s  in 
which a f e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n  i s  a c r e d i t o r . )

° Oklahoma. Cr ed i t  or  l e a s e  t r a n s a c t i o n s  s u b j e c t  t o  the  Oklahoma
Consumer C r ed i t  Code a re  exempt from c h a p t e r s  2 and 5 o f  th e  
f ed e r a l  a c t .  (The exemtion does not  apply t o  t r a n s a c t i o n s  in 
which a f e d e r a l l y  c h a r t e r e d  i n s t i t u t i o n  i s  a c r e d i t o r  or  l e s s o r . )

2__Wyoming. Cred i t  t r a n s a c t i o n s  s u b j e c t  t o  t h e  Wyoming Consumer
C r ed i t  Code a r e  exempt from c h a p t e r  2 o f  th e  f e de r a l  a c t .  (The 
exemption does not  apply t o  t r a n s a c t i o n s  in which a f e d e r a l l y  
c h a r t e r e d  i n s t i t u t i o n  i s  a c r e d i t o r . )  4

* * * ★  ★

APPENDIX D - -  Mul t iple-Advance C on s t r uc t i o n  Loans

1. General r u l e . Appendix D p rov ides  a s p e c i a l  procedure  t h a t  c r e d i t o r s  may 
use ,  a t  t h e i r  o p t i o n ,  t o  e s t i m a t e  and d i s c l o s e  t h e  terms o f  m u l t i p l e - a d v a n c e  
c o n s t r u c t i o n  loans  when t h e  amounts [ a n d ]  ►  or  4  t iming  o f  advances  a r e  unknown 
a t  consummation of  th e  t r a n s a c t i o n .  This appendix r e f l e c t s  t h e  approach t aken  
in  s e c t i o n  2 2 6 . 1 7 ( c ) ( 6 ) ( i i ) ,  which pe rm i t s  c r e d i t o r s  t o  p rov ide  s e p a r a t e  or 
combined d i s c l o s u r e s  f o r  t h e  c o n s t r u c t i o n  pe r i od  and f o r  th e  permanent f i n a n 
c i n g ,  i f  any; i . e . ,  t h e  c o n s t r u c t i o n  phase and t h e  permanent phase may be t r e a t e d  
as one t r a n s a c t i o n  or  more than one t r a n s a c t i o n .  ^  Appendix D may a l s o  be used 
in  m ul t i p l e - a d v a n c e  t r a n s a c t i o n s  o t h e r  than  c o n s t r u c t i o n  l o a n s ,  when t h e  amounts 
or t ime of advances i s  unknown a t  consummation.  4

2. V a r i a b l e - r a t e  [ c o n s t r u c t i o n ]  ►  m u l t i p l e - ad va n ce  4  l o a n s . The h y p o th e t i c a l  
d i s c l o s u r e  r e q u i re d  in most v a r i a b l e - r a t e  t r a n s a c t i o n s  by s e c t i o n  2 2 6 . 1 8 ( f ) ( 4 )  
i s  not  r e q u i re d  f o r  m u l t i p l e - a d v a n c e  [ c o n s t r u c t i o n ]  loans  d i s c l o s e d  pur s uan t  t o  
Appendix D, P a r t  I .

★  ★  ★  ★  ★

References
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1981 c h an ge s : The use of  Appendix D i s  l i m i t e d  t o  m u l t i p l e - a d v a n c e  loans  f o r
c o n s t r u c t i o n  purposes  ►  or  analogous  types  of  t r a n s a c t i o n s  4 .

* * ★ * *

APPENDIX H — Closed-End Model Forms and Clauses

★ ★ * * *

►  17. HRSA-5Q0-1 9 -82 .  Pur suant  t o  s e c t i o n  113(a)  of  th e  Truth in Lending Act .  
Form HRSA-500-1 9-82 i s s u e d  by t h e  U.S.  Department  of  Heal th  and Human S e rv ic es  
f o r  c e r t a i n  s tu d e n t  loans  has been approved.  The form may be used fo r  a l l  Health 
Educat ion A ss i s t a n c e  Loans (HEAL) wi th  a v a r i a b l e  i n t e r e s t  r a t e  t h a t  a r e  i n t e r i m  
s tu d e n t  c r e d i t  e x t e n s io n s  as d e f i ned  in Regu la t ion  Z.

18. HRSA-500-2 9 -82.  Pur suan t  t o  s e c t i o n  113(a)  of  th e  Truth in Lending Act ,  
Form HRSA-500-2 9-82 i s s ued  by th e  U.S.  Department of  Heal th and Human Se rv ices  
f o r  c e r t a i n  s t u d e n t  loans  has been approved.  The form may be used f o r  a l l  HEAL 
loans  wi th a f ix e d  i n t e r e s t  r a t e  t h a t  a re  i n t e r i m  s tu d en t  c r e d i t  e x t e n s io n s  as 
d e f i n e d  in Regula t ion  Z.

19. HRSA-502-1 9 -82.  Pur suant  t o  s e c t i o n  113(a)  o f  t h e  Truth in Lending Act ,  
Form HRSA-502-1 9-82 i s s ued  b,y th e  U.S.  Department of  Heal th and Human Se rv ic es  
f o r  c e r t a i n  s t u d e n t  loans  has been approved.  The form may be used f o r  a l l  HEAL 
loans  wi th  a v a r i a b l e  i n t e r e s t  r a t e  in which th e  borrower  has reached repayment 
s t a t u s  and i s  making payments of  both i n t e r e s t  and p r i n c i p a l .

20.  HRSA-502-2 9 -82 .  Pur suant  t o  s e c t i o n  113(a)  of  th e  Truth in Lending Act .  
Form HRSA-502-2 9-82 i s s u e d  by th e  U.S.  Department of  Heal th and Human Se rv ic es  
f o r  c e r t a i n  s tu d e n t  loans  has been approved.  The form may be used f o r  a l l  HEAL 
lo an s  wi th  a f i x e d  i n t e r e s t  r a t e  in which t h e  borrower  has reached repayment 
s t a t u s  and i s  making payments of  both i n t e r e s t  and p r i n c i p a l .  4

* * * ★  *

By o r d e r  of  t h e  Board of  Governors of  t h e  Federal  Reserve System, 
Janua ry  27,  1983.

( s ig ne d )  Wil l iam W. Wiles 
Wil l iam W. Wi1es 

S e c r e t a r y  o f  t h e  Board

[SEAL]
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FEDERAL RESERVE SYSTEM

12 CFR P ar t  205

[Reg.  E; Doc. R-0449]

ELECTRONIC FUND TRANSFERS

Technica l  Amendments and O f f i c i a l  
S t a f f  Commentary Update

AGENCY: Board o f  Governors of  t h e  Federal  Reserve System.

ACTION: Proposed t e c h n i c a l  amendments and proposed o f f i c i a l  s t a f f  i n t e r p r e t a t i o n .

SUMMARY: The Board i s  p u b l i s h i n g  f o r  comment proposed t e c h n i c a l  amendments to
Regu la t ion  E t o  c o r r e c t  c e r t a i n  p r o v i s i o n s  t h a t  r e f e r  t o  Regula t ion  Z. These 
changes a r e  ne ce ssa ry  t o  r e f l e c t  r e d e s i g n a t e d  s e c t i o n s  in r e v i se d  Regu la t ion  Z. 
This n o t i c e  a l s o  c o n t a i n s  proposed changes t o  t h e  o f f i c i a l  s t a f f  commentary,  
which a p p l i e s  and i n t e r p r e t s  t h e  r eq u i remen t s  of  Regu la t ion  E as a s u b s t i t u t e  
f o r  i n d i v i d u a l  s t a f f  i n t e r p r e t a t i o n s  of  t h e  r e g u l a t i o n .  Some of  t h e  changes 
r e f l e c t  r e g u l a t o r y  r e v i s i o n s  adopted in October  1982.

DATE: Comments must be r ece ive d  on or  b e f o r e  March 3,  1983.

ADDRESS: Comments should  be mai led t o  Wil l iam W. Wi les ,  S e c r e t a r y ,  Board of
Governors of  t h e  Federal  Reserve System, Washington,  D.C. 20551, or  d e l i v e r e d  
t o  Room B-2223, 20th and C o n s t i t u t i o n  Avenue, N.W., Washington,  D.C. between 
8:45 a.m.  and 5:15 p.m. Comments should  i n c lu d e  a r e f e r e n c e  t o  Doc. No. R-0449. 
Comments may be in s p e c te d  in Room B-1122 between 8:45 a.m.  and 5:15 p.m.

FOR FURTHER INFORMATION: Contact  John C. Wood o r  J e s s e  B. F i l k i n s ,  Sen io r
A t t o rn e y s ,  D iv i s io n  of  Consumer and Community A f f a i r s ,  Board o f  Governors of  
t h e  Federal  Reserve System, Washington,  D.C. 20551,  a t  (202) 452-2412 or 
(202) 452-3867.

SUPPLEMENTARY INFORMATION: (1) G e n e r a l . The E l e c t r o n i c  Fund T r a n s f e r  Act
(15 U.S.C.  1693 e t  s e q . )  governs  any t r a n s f e r  of  funds t h a t  i s  e l e c t r o n i c a l l y  
i n i t i a t e d  and t h a t  d e b i t s  o r  c r e d i t s  a consumer ' s  ac c o u n t .  This s t a t u t e  i s  
implemented by t h e  Board ' s  Regu la t ion  E (12 CFR P ar t  205) .  The Board ' s  s t a f f  
has a l s o  i s s u ed  an o f f i c i a l  commentary t h a t  t a k e s  t h e  p l a ce  of  in d i v id u a l  s t a f f  
l e t t e r s  i n t e r p r e t i n g  t h e  r e g u l a t i o n  (EFT-2).

(2) Proposed r e v i s i o n s . R e g u l a t i o n . Regu la t ion  E c o n t a i n s  c e r t a i n  
p r o v i s i o n s  t h a t  d e s c r i b e  t h e  r e l a t i o n s h i p  between t h e  r u l e s  governing  e l e c t r o n i c  
fund t r a n s f e r s  and Regu la t ion  Z (Truth in  Lending) .  These p r o v i s i o n s  cover  
i s s u a n c e  of  acce ss  d e v i c e s ,  § 2 0 5 . 5 ( c ) ( l H i i ) and 2 0 5 . 5 ( c ) ( 2 ) ( i ) ;  l i a b i l i t y  
f o r  una u t h or i z ed  t r a n s f e r s ,  § 2 0 5 . 6 ( d ) ( l ) ( i ) ;  documenta t ion of  t r a n s f e r s ,
§ 2 0 5 . 9 ( b ) ( 3 ) ,  and procedures  f o r  r e s o l v i n g  e r r o r s ,  § 2 0 5 . 1 1 (1 ) .  The proposed 
changes s e t  f o r t h  below r e l a t e  t o  t h e  updat ing  o f  Regu la t ion  Z s e c t i o n a l  r e f e r 
e n c e s .  These changes a r e  needed because  Regula t ion  Z s e c t i o n s  were r e d e s ig n a te d  
when t h e  Board r e v i s e d  Regula t ion  Z, purs uan t  t o  t h e  Truth in Lending S i m p l i f i c a 
t i o n  and Reform Act o f  1980.
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Commentary. This i s  t h e  f i r s t  p e r i o d i c  update  t o  t h e  O f f i c i a l  S t a f f  
Commentary on Regu la t ion  E, which was pub l i she d  on September 23,  1981 (46 FR 
46876) .  Some of  t h e  proposed r e v i s i o n s  t o  t h e  commentary r e l a t e  t o  t h e  amend
ments t o  t h e  r e g u l a t i o n  pu b l i sh ed  on October 12,  1982 (47 FR 44708) .  These 
i n c lu d e  q u e s t i o n s  3 -22,  7 - 1 8 . 5 ,  9 - 1 0 . 5 ,  9 -50 ,  and 9 -51 ,  which a r e  new; q u e s t i o n s  
9-9 and 9 -16 ,  which have been r e v i s e d ;  and q ue s t i o n  9 -22 ,  which has been removed. 
The o t h e r  proposed changes r espond t o  v a r i o u s  q u e s t i o n s  t h a t  have a r i s e n  co n ce rn 
ing Regu la t ion  E s in c e  t h e  commentary was o r i g i n a l l y  pu b l i sh e d :  q u e s t i o n s  2 - 5 . 5 ,
2 - 1 2 . 5 ,  2 - 2 5 . 5 ,  2 -27 ,  and 3 -19 .5  a r e  new, and qu e s t i o n  9-26 has been r e v i s e d .  
Quest ions  t h a t  a r e  being added between e x i s t i n g  q u e s t i o n s  a r e  d e s ig n a te d  " . 5 " - -  
f o r  example,  proposed q u e s t i o n  2 - 5 .5  belongs  a f t e r  q u e s t i o n  2 -5 .

C er t a in  con ven t ions  have been used t o  h i g h l i g h t  t h e  r e v i s e d  language 
in  t h e  commentary.  New language i s  h i g h l i g h t e d  by b o ld - f ac ed  arrows and u nde r 
s c o r e d ,  whi le  l anguage t h a t  has been d e l e t e d  i s  s e t  o f f  with b r a c k e t s .

L i s t  of  Sub je c t s  in  12 CFR Par t  205

Banks,  bank ing ;  consumer p r o t e c t i o n ;  e l e c t r o n i c  fund t r a n s f e r s ;
Federal  Reserve System.

(3) Text of  proposed r e g u l a t o r y  r e v i s i o n s . Pur suant  t o  t h e  a u t h o r i t y  
g r an t ed  in Sec t ion  904 of  t h e  E l e c t r o n i c  Fund T r an s f e r  Act (15 U.S.C.  1693b),  
t h e  Board proposes  t o  amend Regula t ion  E, 12 CFR Par t  205,  by r e v i s i n g  
§§ 2 0 5 . 5 ( c ) ( 1 ) ( i i ) ,  2 0 5 . 5 ( c ) ( 2 ) ( i ) ,  2 0 5 . 6 ( d ) ( 1 ) ( i ) ,  2 0 5 . 9 ( b ) ( 3 ) ,  and 2 0 5 . 1 1 ( i )  
t o  r e f e r  t o  th e  r e v i s e d  s e c t i o n s  of  Regu la t ion  Z, t o  read as f o l l o w s :

Sec t ion  205.5 - -  I s suance  of  Access Devices

★  * * * ★

(c)  R e l a t i o n  t o  Truth in Lending (1) ***

( i i )  Addi t ion  t o  an acc ep t ed  c r e d i t  c a r d ,  as  d e f i n ed  in 12 CFR 
2 2 6 . 1 2 ( a ) ( 2 ) ,  f o o t n o t e  21 (Regu l a t i on  Z) ,  of  t h e  c a p a b i l i t y  t o  i n i t i a t e  e l e c 
t r o n i c  fund t r a n s f e r s ;  and

★  ★  ★  ★  ★

( 2 ) ***

( i )  I s su an ce  o f  c r e d i t  ca r d s  as de f i ne d  in  12 CFR 2 2 6 . 2 ( a ) ( 1 5 ) ;

* * * * *

Se c t ion  205.6 — L i a b i l i t y  o f  Consumer f o r  Unauthor ized T r a n s f e r s

★  ★  ★  ★  ★

(d) R e l a t io n  t o  Truth in  Lending. (1) ***



( i )  Was i n i t i a t e d  by use o f  an ac c e s s  de v i ce  t h a t  i s  a l s o  a c r e d i t  
ca rd  as de f i n ed  in  12 CFR 2 2 6 . 2 ( a ) ( 1 5 ) ,  or

★  ★  * * *

Sec t ion  205.9 — Documentation o f  T r a n s f e r s

★  ★  ★  ★  ★

(b) P e r io d i c  s t a t e m e n t s . ***

(3) The t o t a l  amount o f  any f ee s  o r  c h a r g e s ,  o t h e r  than  a f in a nc e  
charge under  12 CFR 2 2 6 . 7 ( f ) ,  a s s e s s e d  a g a i n s t  t h e  account  d u r ing  t h e  s t a t e m e n t  
pe r iod  f o r  e l e c t r o n i c  fund t r a n s f e r s  or  t h e  r i g h t  t o  make such t r a n s f e r s ,  or  
f o r  account  ma in tenance .

★  ★  ★  ★  *
Sect ion  205.11 — Procedures  f o r  Resolving Er ro r s

★  ★  ★  ★  ★

( i )  R e l a t i on  t o  Truth in  Lend ing. Where an e l e c t r o n i c  fund t r a n s f e r  
a l s o  inv o lv es  an e x t e n s io n  of  c r e d i t  under  an agreement  between a consumer and 
a f i n a n c i a l  i n s t i t u t i o n  t o  extend c r e d i t  when t h e  consumer ' s  account  i s  o v e r 
drawn or  t o  ma in ta in  a s p e c i f i e d  minimum ba lance  in  t h e  consumer ' s  a c c o u n t ,  t h e  
f i n a n c i a l  i n s t i t u t i o n  s h a l l  comply wi th t h e  r equ i reme n t s  o f  t h i s  s e c t i o n  r a t h e r  
tha n  t h o s e  of  12 CFR 2 2 6 . 1 3 ( a ) ,  ( b ) ,  ( c ) ,  ( e ) ,  ( f ) ,  and (h ) .

★  ★  ★  ★  ★

(4)  Text o f  proposed commentary r e v i s i o n s . The proposed r e v i s i o n s  
t o  t h e  O f f i c i a l  S t a f f  Commentary t o  Regu la t ion  E (EFT-2) read as f o l l o w s :

★  ★  ★  ★  ★

Supplement I I  -  O f f i c i a l  S t a f f  Commentary -  EFT-2

★  * ★  * ★

SECTION 205.2 - -  D e f i n i t i o n s  and Rules o f  Co ns t ru c t io n

★  ★  * ★  ★

Q 2 - 5 . 5 :  Re ta i l  r e pu rch as e  a g re e m e n t s . A r e t a i l  r e p u r c h a s e  agreement  ( r epo)  i s
e s s e n t i a l l y  a loan made t o  a f i n a n c i a l  i n s t i t u t i o n  by a consumer t h a t  
i s  c o l l a t e r a l i z e d  by government o r  governmen t - insu red  s e c u r i t i e s .  Is 
a repo an accoun t  f o r  purposes  o f  Regu la t ion  E?

A: While r epos  may not  be d e p o s i t s  f o r  purposes  o f  some o t h e r  banking r e g u 
l a t i o n s ,  repos  a r e  accoun t s  as  d e f i n e d  in  Regu la t ion  E. ($ 2 0 5 . 2 ( b ) )  4
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►  Q 2 - 1 2 .5 :  Deduc t ions f o r  i n c ome t a x  wi thh o l d in g  p u r p o s e s . A f i n a nc ia l  i n s t i t u 
t i o n  deduct s  a p o r t i o n  of  t h e  i n t e r e s t  payabTIT on a consumer account  
and sends i t  t o  t h e  I n t e r n a l  Revenue Se rv ice  t o  comply wi th wi thho ld ing  
r e q u i r e m e n t s .  I f  t h e  account  i s  not  a l r e a d y  s u b j e c t  t o  Regu la t ion  E, 
w i l l  t h e  e l e c t r o n i c  t r a n s f e r  of  t h e  i n t e r e s t  w i thho ld in g  r e s u l t  in 
coverage?

A: No, in t h e  absence of  an agreement  between t h e  consumer and t h e  f i n a n 
c i a l  i n s t i t u t i o n  or  o t h e r  person r eg a r d in g  EFT s e r v i c e .  But i f  arT 
account  i s  s u b j e c t  t o  t h e  r e g u l a t i o n  f o r  o t h e r  r e a s o n s ,  t hen  t r a n s f e r s  
t o  IRS wi l l  be covered i f  t ne y  a r e  c a r r i e d  out  e l e c t r o n i c a l l y  and i f  
t hey  invo l ve  d e b i t s  t o  t h e  ac c o u n t .  (§ 205.2 (b )  and (g ) )  <

►  Q 2 -2 5 .5 :  C a r d - a c t i v a t e d  t e l e p h o n e s . Does t h e  r e g u l a t i o n  cover  t r a n s f e r s  t o  pay
f o r  c a l l s  made from a t e l e p h o n e  t h a t  i s  a c t i v a t e d  when t h e  consumer
i n s e r t s  a card i n t o  a magnet i c  s t r i p  o r  card r e a d e r ,  and does th e
te rm in a l  r e c e i p t  r equ i remen t  apply?

A: The r e g u l a t i o n  a p p l i e s  t o  t r a n s f e r s  i n i t i a t e d  e l e c t r o n i c a l l y .  As a
r e s u l t  t h e  e l e c t r o n i c  t r a n s f e r s  from a consumer ' s  account  t o  pay f o r  
t e l e p h o n e  c a l l s  a r e  covered by t h e  r e g u l a t i o n  as e l e c t r o n i c  fund 
t F a n s f e r s .  A r e c e i p t  i s  not  r e q u i r e d  provided t h e  only  t r a n s f e r  of  
fu nds  o cc u r r i n g  as a r e s u l t  of  t h e  use of  t h e  card a t  t h e  combinat ion 
t e l e p h o n e / r e a d e r  i s  t o  pay f o r  t h e  cha rges  in c u r r e d  by use o f  th e  
t e l e p h o n e .  (§ 20 5 . 2 (h ) )  <

►  Q 2-27 :  Unauthor ized t r a n s f e r s  - -  ac ce ss  dev ice  ob ta ined  from t h e  consumer .
A consumer i s  conned or  fo rc ed  t o  f u r n i s h  a no t h e r  person with an 
ac ce ss  dev ice  f o r  use in an ATM. Are t r a n s f e r s  i n i t i a t e d  by th e  
person who has ob ta in ed  t h e  ac ce ss  dev ice  from t h e  consumer a u t h o 
r i z e d  or  una u t ho r i z ed ?

A: They a r e  u n a u t h o r i z e d .  The d e f i n i t i o n  o f  "un au t ho r i zed  e l e c t r o n i c
fund t r a n s f e r "  s t a t e s  t h a t  t h e  te rm does not  in c lu d e  any e l e c t r o n i c  
fund t r a n s f e r  " i n i t a t e d  by a person who was f u r n i s h e d  with t h e  access  
d ev ic e  t o  t h e  consumer ' s  accoun t  by t h e  consumer,  u n le s s  t h e  consumeT 
has n o t i f i e d  t h e  f i n a n c i a l  i n s t i t u t i o n  involved  t h a t  t r a n s f e r s  by t h a t  
per son a r e  no long e r  a u t h o r i z e d . "  This ex ce p t i o n  only  a p p l i e s  when 
t h e  consumer has f u r n i s h e d  an ac ce ss  d ev ic e  t o  a person i n t e n d in g  
t h a t  t h e  person be a u t h o r i z e d  t o  i n i t i a t e  t r a n s f e r s .  In t h e  cas e  of  
a con o r  a ro bb ery ,  t h e  consumer d id  not  in t end  t o  a u t h o r i z e  t h e  use 
o f  t h e  ac ce ss  de v i ce  t o  make e l e c t r o n i c  fund t r a n s f e r s  and ,  as a
r e s u l t ,  t h e  t r a n s f e r s  a r e  u n a u t h o r i z e d .  (§ 2 0 5 . 2 (1 ) )  4

* *
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SECTION 205.3 — Exemptions

►  Q 3 - 1 9 .5 :  Telephone t r a n s f e r s — money market  d e p o s i t  a c c o u n t s ,  r e t a i l  r epu rch ase
ag re e m en t s . Are t e l e p h o n e  t r a n s f e r s  between a money market  d e p o s i t  
account  Tor a r e t a i l  repo account~y~and an o th e r  account  wi th in  th e  
i n s t i t u t i o n  s u b j e c t  t o  t h e  r e g u l a t i o n ?

A: The answer wi l l  depend on whether  t h e  t r a n s f e r s  a re  made pur suan t  t o  a
w r i t t e n  plan or  agreement  in  which p e r i o d i c  or  r e c u r r i n g  t r a n s f e r s  a r e  
con te mp la ted .  An agreement  t h a t  merely pe rm i t s  t h e  consumer t o  t e l e 
phone i n s t i t u t i o n s  f o r  t h e  r o l l o v e r  o f  a l l  or  a p o r t i o n  o f  t h e  f u n d s " 
a t  m a t u r i t y  does not  meet t h i s  t e s t .  (§ 2 0 5 . 3 ( e ) ) ~4

)  Q 3-22:  Small i n s t i t u t i o n  exemption - -  g rac e  p e r i o d . I f  t h e  a s s e t s  o f  a p r e 
v io u s ly  exempt f i n a n c i a l  i n s t i t u t i o n  exceed $25 m i l l i o n  on December 31, 
when must t h e  i n s t i t u t i o n  begin complying with t h e  r e g u l a t i o n ?

A: Such an i n s t i t u t i o n  would have a one -ye a r  grace  p e r i o d .  For example,
i f  t h e  a s s e t s  exceed $25 m i l l i o n  on December 31,  1983, compliance i s  
not  r e q u i r e d  u n t i l  January 1, 1985. On t h e  o th e r  hand,  a p r e v i o u s l y  
covered i n s t i t u t i o n  whose a s s e t s  f a l l  below $25 m i l l i o n  on December 31, 
1983, may t a k e  advantage  or t h e  exemption beg inn ing on January l ,  1984. 
(§ 20 5 . 3 (9 ) )  <

SECTION 205.7 — I n i t i a l  D i s c l os u r e  o f  Terms and Cond i t ions

* Q 7 - 1 8 . 5 :  E r r o r - r e s o l u t i o n  d i s c l o s u r e  - -  f o r e i g n - i n i t i a t e d  t r a n s f e r s . The r e g u 
l a t i o n  expands t h e  t ime  p e r i o d s  f o r  r e s o l v i n g  e r r o r s  t h a t  i nvo l ve  
t r a n s f e r s  i n i t i a t e d  o u t s i d e  t h e  United S t a t e s ,  from 10 t o  20 b u s in e s s  
days and from 45 t o  90 c a l e n d a r  d ays .  Must t h e  e r r o r - r e s o l u t i o n  
d i s c l o s u r e  r e f l e c t  t h e  lo n ge r  t ime  p e r io ds  wi th  r e s p e c t  t o  accoun ts  
on which t r a n s f e r s  may be i n i t i a t e d  o u t s i d e  t h e  Uni ted S t a t e s ?

A: The f i n a n c i a l  i n s t i t u t i o n  may but  need not  r e f e r  t o  t h e  longe r  t ime
pe r i ods  in  t h e  e r r o r - r e s o l u t i o n  d i s c l o s u r e .  (§§ 2 0 5 .7 ( a ) ( 1 0 )  and 
105:11 ( c ) ( 4 ) )  <-----------------------------  -------------------- ----------------------------------

★  ★  ★  ★  ★
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SECTION 205.9 - -  Documentation o f  T ra n s fe r s

★  ★  ★  ★  ★

Q 9 - 9 :  Rece ip t s  - -  t ype  o f  account  [ i n  PQS t r a n s f e r ] , A f o o t n o t e  s t a t e s  t h a t
t h e  type  of  account  need not  be i d e n t i f i e d  i7  t h e  acce ss  dev i ce  used 
t o  i n i t i a t e  t h e  t r a n s f e r  can ac ce ss  only one account  [ o f  any type  in  
a p o i n t - o f - s a l e  t r a n s f e r . ]  ►  a t  a given t e r m i n a l .  When 4 does t h i s
ex ce p t i on  apply [when t h a t  dev i ce  i s  used a t  an ATM]?

A: The e x ce p t io n  [ i s  g e n e r a l l y  not  a v a i l a b l e  f o r  ATM t r a n s f e r s ,  even i f
t h e  acc es s  dev ice  i s  ca pa b le  of  ac c e s s i n g  only  one account  a t  an ATM. 
(There i s  a l i m i t e d  e x ce p t io n  f o r  c e r t a i n  c a s h - d i s p e n s in g  machines 
under  s e c t i o n  2 0 5 . 9 ( f ) ,  but  only i f  t h e  machines were purchased or  
o rde red  be fo re  February 6,  1 9 8 0 . ) ]  ►  a p p l i e s  t o  p o i n t - o f - s a l e  
t e r m i n a l s ,  ATMs, and any o t h e r  e l e c t r o n i c  t e r m i n a l s .  I t  4 " p h e  excep-  
t i o n  f o r  POS t r a n s f e r s ]  i s  a v a i l a b l e  even i f  t h e  acc es s  dev i ce  can 
ac ce ss  more than one accoun t  when used [ a t ]  ►  j_n 4 a d i f f e r e n t  [ ty pe  
of  f a c i l i t y ,  such as an ATM.] ►  sys t em,  f o r  example,  i f  an acce ss  
dev i ce  can acces s  only  a s i n g l e  account  in a shared ATM system,  but  
can acce ss  more than  one accoun t  in a p r o p r i e t a r y  s y s t em . “1  Moreover,  
account  r e f e r s  only t o  a s s e t  a c c o u n t s .  I f  a consumer can use an access  
dev ice  a t  a [POS] t e r min a l  t o  d e b i t  an a s s e t  account  and a l s o  to  access  
a c r e d i t  l i n e ,  f o r  example,  t h e  [ ex em pt i on]  ►  ex ce p t i on  4 i s  s t i l l
a v a i l a b l e .  (§ 2 0 5 . 9 ( a ) ( 3 ) ,  f o o t n o t e  3)

* * * * *

►  Q 9 - 1 0 .5 :  Rece ip t s  — ty pe  o f  a c c o u n t ,  i n t e r c h a n g e  s ys t em . What about  an i n t e r 
change system in which consumers can acce ss  m u l t i p l e  acco un t s  o f  th e  
same type  a t  t h e i r  acc ou n t - h o ld i n g  i n s t i t u t i o n ' s  t e r m i n a l s ,  but  only 
a pr imary account  o f  each type  a t  o t h e r  t e r m i n a l s  in t h e  sys t em "" ^  
may th e  r e c e i p t  a t  such o t h e r  t e r m i n a l s  d e s c r i b e  t h e  account  in te rms 
o f  "chec k i ng1* o r  ' ' s a v i n g s /  w i thou t  unique i d e n t i f i c a t i o n T

hi Yes- (§ 2 0 5 . 9 ( a ) ( 3 ) ,  fo o t n o t e  3) 4

★  ★  ★  ★  ★

Q 9 -16:  P e r io d i c  s t a t e m e n t s  - -  f r eq u en c y .  How o f t e n  must p e r i o d i c  s t a t e m e n t s
S T  s en t  f o r  accoun t s  t h a t  a r e  s u b j e c t  t o  t h e  r e g u l a t i o n ?

A: A monthly s t a t e m e n t  i s  r e q u i re d  f o r  any account  t o  o r  from which an
EFT has occur red  dur in g  t h e  month,  i f  t h e  account  i s  one t h a t  can be 
d e b i t e d  e l e c t r o n i c a l l y  (by use o f  an ac ce ss  d e v i c e ,  t e l e p h o n e  b i l l -  
payment s e r v i c e ,  o r  p r e a u t h o r i z e d  t r a n s f e r s  from t h e  consumer ' s  a cc ou n t ,  
f o r  example)  o r  i f  t h e  accoun t  can be c r e d i t e d  e l e c t r o n i c a l l y  by o t h e r  
than  p r e a u t h o r i z e d  d e p o s i t s .  I f  no t r a n s f e r s  occur  du r ing  some months,  
t h e  s t a t em e n t  must  be p rovided a t  l e a s t  q u a r t e r l y .



There a r e  [ s p e c i a l }  ►  c e r t a i n  4 ex c e p t i o n s  f o r  accoun ts  on which t h e  
only  EFT s e r v i c e  r e l a t e s  t o  p r e a u t h o r i z e d  c r e d i t s .  The i n s t i t u t i o n  may 
send q u a r t e r l y  s t a t e m e n t s  o r ,  i f  t h e  account  i s  a passbook a c c o u n t ,  
t h e  i n s t i t u t i o n  may s imply update  t h e  passbook when i t  i s  p r e s e n te d  f o r  
updat ing  (with t h e  amount and d a t e  o f  each EFT s i n c e  t h e  l a s t  u p d a t e ) .

►  Also,  t o  e l i m i n a t e  d u p l i c a t i v e  s t a t e m e n t s ,  t h e  r e g u l a t i o n  p r ov ide s  an 
exc e p t io n  from t h e  p e r i o d i c  s t a t e m e n t  r equi rement  f o r  c e r t a i n  i n t r a -  
i n s t i t u t i o n a l  t r a n s f e r s  between a consumer ' s  accoun t s  (§ 2 0 5 . 9 ( h ) ) .
This ex ce p t i on  does not  a l t e r  t h e  s t a t e m e n t  p r o v i s i o n s ,  however ,  wi th 
r e s p e c t  t o  accoun t s  t h a t  r e c e i v e  p r e a u t h o r i z e d  c r e d i t s ;  such accoun t s  
co n t in u e  t o  r e q u i r e  q u a r t e r l y  s t a t e m e n t s  or  passbook u p d a t e s .  4
(§ 2 0 5 . 9 ( b ) ,  ( c ) ,  [ a n d j  (d) ►  , and (h) 4 )

★  ★  ★  ★  ★

22: (Rese rved . )

★  * ★  ★  ★

26: P e r i od ic  s t a t e m e n t s  - -  t e r m in a l  l o c a t i o n  o m i t t e d ;  e r r o r . When a con 
sumer makes a d e p o s i t  a t  an ATM, t h e i n s t i t u t i o n  need not  i d e n t i f y  t h e  
ATM l o c a t i o n  on t h e  p e r i o d i c  s t a t e m e n t .  Does t h e  consumer ' s  r e q u e s t  
f o r  t h e  t e r min a l  l o c a t i o n  (or  any o t h e r  in f o r m a t io n  about  t h e  d e p o s i t )  
c o n s t i t u t e  n o t i f i c a t i o n  of  an e r r o r  under t h e  r e g u l a t i o n ?

A: Yes, i f  t h e  r e q u e s t  f o r  t h e  l o c a t i o n  i s  made in accordance  wi th t h e
req u i remen t s  of  t h e  e r r o r - r e s o l u t i o n  s e c t i o n .  ►  However, in  r esponding  
to  t h e  e r r o r  n o t i f i c a t i o n ,  t h e  i n s t i t u t i o n  need not  p rovide  th e  con-  
sumer wi th th e  ATM l o c a t i o n ,  s i n c e  i t  i s  not  r e q u i re d  t o  c a p t u r e  t h a t  
i n f o rm a t io n  with r egard  t o  d e p o s i t s .  I f  4 [On t h e  o th e r  hand,  i f ]  t h e  
consumer merely c a l l s  t o  a s c e r t a i n  whether  o r  not  a d e p o s i t  (ATM, 
p r e a u t h o r i z e d ,  o r  any o t h e r  ty p e  of  e l e c t r o n i c  t r a n s f e r )  was c r e d i t e d  
t o  t h e  ac c o u n t ,  t h e  e r r o r - r e s o l u t i o n  p rocedures  do not  a pp ly .
(§§ 2 0 5 . 9 ( b ) ( l ) ( i v ) , f o o t n o t e  4a ,  and 2 0 5 . 1 1 ( a ) ( 7 ) )

★  ★  ★  ★  ★

50: P e r io d ic  s t a t e m e n t s  - -  t r a n s f e r s  between a c c o u n t s . The r e g u l a t i o n  p r o 
v id es  t h a t  an account  i s  excep ted  from t h e  p e r i o d i c  s t a t e m e n t  r e q u i r e 
ments f o r  t r a n s f e r s  t o  o r  from an o t h e r  accoun t  o f  t h e  consumer wi th in  
t h e  i n s t i t u t i o n ,  i f  t h e s e  t r a n s f e r s  a r e  d e s c r i b e d  on a complying s t a t e 
ment f o r  t h e  o t h e r  a c c o u n t .  What e f f e c t  does t h i s  have on t h e  p e r i o d i c - 
s t a t e m e n t  r equ i re me n t s  f o r  accoun t s  t h a t  a r e  a l s o  accessed  by o t h e r  
e l e c t r o n i c  t r a n s f e r  a c t i v i t y ?

A: The ex ce p t i o n  a p p l i e s  on ly  t o  t h e  t r a n s f e r s  between a c c o u n t s .  The
f i n a n c i a l  i n s t i t u t i o n  must comply with t h e  a p p l i c a b l e  p e r i o d i c  s t a t e 
ment r equ i reme n t s  f o r  any o t h e r  e l e c t r o n i c  t r a n s f e r s  t o  o r  from th e  
a c c o u n t .  For example,  a q u a r t e r l y  Regu la t ion  E s t a t em e n t  must be s en t  
f o r  an account  t h a t  a l s o  r e c e i v e s  pa yr o l l  d e p o s i t s  e l e c t r o n i c a l l y ;  a n ?  
a k eg u l a t i o n  E s t a t e m e n t  must be s en t  f o r  any month in  which an account  
i s  a l s o  accessed  by a wi thdrawal  a t  an ATM. (§§ 2 0 5 . 9 ( c ) ,  ( d ) ,  and ffiT)



Q 9-51 :  P e r io d i c  s t a t e m e n t s  - -  f o r e i g n - i n i t i a t e d  t r a n s f e r s . F a i l u r e  t o  p rov ide
te r min a l  r e c e i p t s  and p e r i o d i c  s t a t e m e n t s  f o r  t r a n s f e r s  i n i t i a t e d  o u t 
s i d e  th e  United S t a t e s  i s  deemed not  t o  be a f a i l u r e  t o  comply wi th- 
th e  r e g u l a t i o n  i f  an i n q u i r y  or  r e q u e s t  f o r  documentat ion i s  t r e a t e d  
as a n o t i c e  o f  an e r r o r .  What does t h i s  mean?

A: The r e l a x a t i o n  in documentat ion r equ i reme n t s  t a k e s  account  o f  t h e  f a c t
t h a t  some f o r e i g n - b a s e d  t e r m i n a l s  do not  c a p t u r e  a l l  o f  t h e  in fo rm a t i on  
r e q u i re d  by t h e  r e g u l a t i o n .  However, i t  i s  expec ted  t h a t  t h e  i n s t i t u 
t i o n  would make a good f a i t h  a t t e m p t  t o  p rov ide  on t h e  p e r i o d i c  s t a t e 
ment t h e  in fo rm a t i on  r e q u i re d  by t h e  r e g u l a t i o n  t o  i d e n t i f y  t h e  t r a n s f e r .
For example,  even though t h e  i n s t i t u t i o n  may not be ab le  t o  provide  
t h e  l o c a t i o n  of  t h e  s p e c i f i c  t e r m i n a l ,  i t  sh ou ld ,  i f  p o s s i b l e ,  i d e n t i f y  
t h e  coun t ry  and c i t y  in which t h e  t r a n s f e r  was i n i t i a t e d .  (§ 2 0 5 . 9 ( i ) )  4

* * * * *

By o rd e r  of  t h e  Board of  Governors of  t h e  Federal  Reserve System, 
January 27,  1983.

( s igned )  Will iam W. Wiles 
Wil l iam W. Wiles 

S ec r e t a r y  of  t h e  Board

[SEAL]




