March 19, 1980

To the Addressee:

Enclosed is a copy of a pamphlet incorporating all of the amendments
to Regulation Z, "Truth in Lending,”™ that have been issued since publication

of the current revision of the regulation, dated March 23, 1977. Also enclosed
is a slip sheet containing technical corrections to the 1977 regulation
pamphlet.

For your copy of Regulation Z to be complete, you should retain the
1977 regulation pamphlet and the enclosed amendments pamphlet and technical
corrections slip sheet. Slip sheets containing amendments issued between
March 23, 1977 and today®"s date may be discarded.

Questions regarding Regulation Z may be directed to this Bank®s
Regulations Division (Tel. No. 212-791-5914).

Circulars Division
FEDERAL RESERVE BANK OF NEW YORK
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

TRUTH IN LENDING
AMENDMENTS TO REGULATION Zf

The following are amendments in the Regula-
tion Z pamphlet dated March 23, 1977:

1. Effective March 28, 1977, Interpretation
§226.821 is as follows:

SECTION 226.821—DISCLOSURE OF
DEALER PARTICIPATION

Section 226.8 (c)(8Xi) requires the itemization
of each component of a finance charge consisting
of more than one type of charge. Section 226.4
(a)(3) lists among the types of charges to be in-
cluded in the finance charge a “finder’s fee or
similar charge.” In certain credit transactions, such
as the sale of automobiles and other consumer
goods, where the finance charge is determined by
application of a percentage rate or rates to the
amount financed, a portion of that charge may be
allocated to the dealer by the financial institution
as a dealer participation. The question arises
whether such allocations must be itemized as a
separate component of the total finance charge in
the nature of a finder’s fee.

The requirement for itemization of a finance
charge which includes a finder’s fee or other
elements in addition to an interest component is
intended to assure that the total finance charge
disclosed to the customer properly reflects all
components which must be included in that
amount. Any component of the finance charge
which is computed by the application of a per-
centage rate or rates to the amount financed
constitutes a single charge of the type described in
§ 226.4(a)(1). As such, it must be included in the
finance charge calculation and disclosure. A por-
tion of such single component of the finance
charge which is distributed to a dealer is not
considered a “finder’s fee or similar charge” and
need not be separately identified or disclosed. The
concept of a “finder’s fee,” as that term is used
in 8226.4(a)(3), is intended to cover certain
charges in the nature of brokerage fees which are

imposed in addition to that portion of the finance
charge attributable to the application of a per-
centage rate or rates to the amount financed. Any
such separate fee must, of course, be separately
itemized.

2. Effective April 11, 1977, §8226.6(a) is
amended by adding a new paragraph as follows:

SECTION 226.6— GENERAL DISCLOSURE
REQUIREMENTS

= (a) Disclosures; general rule.*1*

All disclosures required to be given by this Part
shall be made in the English language except in
the Commonwealth of Puerto Rico where dis-
closures may be made in the Spanish language
with English language disclosures provided upon
the customer’s request, either in substitution for
the Spanish disclosures or as additional informa-
tion in accordance with § 226.6(c).

3. Effective July 20, 1977, §226.2 is amended
by adding new paragraphs (tt), (uu) and (w) as
follows:

SECTION 226.2—DEFINITIONS AND
RULES OF CONSTRUCTION

* kK k  k K

(tty “Regular price” means (1) the tag or
posted price charged for the property or service
if a single price is tagged or posted; or (2) the
price charged for the property or service when
payment is made by use of an open end credit
card account if either (i) no price is tagged or
posted, or (ii) two prices are tagged or posted,
one of which is charged when payment is made
by use of an open end credit card account and
the other when payment is made by use of cash,
check, or similar means. For purposes of this
definition, payment by check, draft, or other nego-
tiable instrument which may result in the debiting
of a cardholder’s open end account shall not be
considered payment made by use of that account.

t For this Regulation to be complete, retain:
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1) Regulation Z pamphlet, amended to March 23, 1977.
2) Technical corrections slip sheet dated October 1978.
3) This amendments pamphlet.
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(uu) “Discount,” as used in 8§ 226.4(i) and
226.13(1), means a reduction made from the “reg-
ular price,” as defined in § 226.2(tt).

(vv) “Surcharge,” as used in § 226.4(i), means
any amount added at the point of sale to the
“regular price,” as defined in § 226.2(tt), as a
condition or consequence of payment being made
by use of an open end credit card account. For
purposes of this definition, payment by check,
draft, or other negotiable instrument which may
result in the debiting of a cardholder’s open end
account shall not be considered payment made by
use of that account.

* * * * *x

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

to read as follows:

SECTION 2264—DETERMINATION OF
FINANCE CHARGE

* ok ok K*  *

(i) Discounts for payments in cash. (1) Not-

withstanding any other provision of this section,
a discount which a creditor offers, allows, or
otherwise makes available for the purpose of in-
ducing payments for a purchase by cash, check,
or similar means rather than by use of an open
end credit card account, whether or not a credit
card is physically used,5* is not a finance charge,
Provided that:

(i) Such discount does not exceed 5 per cent
when computed or expressed as a percentage of
the regular price of the property or services which
are the subject of the transaction,

(ii) Such discount is available to all prospec-
tive buyers, whether or not they are cardholders,
and such fact is clearly and conspicuously dis-
closed by a sign or display posted at or near each
public entrance to the seller’s place of business
wherein such discount is offered, and at all loca-
tions within the place of business where a pur-
chase may be paid for, and

(iii) If an offer of property or services is
advertised in any medium or if offers are invited
or accepted through the mail, over the telephone,
or by means other than personal contact between
the customer and the creditor offering such a dis-

54 For purposes of this section, payment by check,
draft, or other negotiable instrument which may
result in the debiting of a cardholder’s open end
account shall not be considered payment made by use
of that account.
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count, and if customers are allowed to pay by
use of a credit card or its underlying account and
such fact is disclosed in the advertisement, tele-
phone contact, or in other correspondence, the
availability of such a discount must be clearly and
conspicuously disclosed in any advertisement for
such offerings and, in any case, before the trans-
action has been completed by use of the credit
card or its underlying account. If a price other
than the regular price, as defined in § 226.2(tt), is
disclosed in an advertisement, telephone contact,
or other correspondence promoting goods or serv-
ices for which such a discount is offered, then the
advertisement, telephone contact, or other corre-
spondence shall also indicate that such price is not
available to credit card purchasers.

(2) With respect to any such discount which is
greater than 5 per cent, the total amount of such
discount shall constitute a finance charge under
§ 226.4(a) to be disclosed in accordance with
§ 226.7(e).

(3) The availability of any discount may be
limited by the creditor offering such discount to
certain types of property or services or to certain
outlets maintained by that creditor provided that
such limitations are clearly and conspicuously dis-

closed.
t (4) No creditor in any sales transaction may

impose a surcharge. This paragraph shall cease to
be effective on February 27, 1979.

(5) Notwithstanding any other provisions of this

Part, any discount which, pursuant to paragraph
(1), is not a finance charge for purposes of this
Part shall not be considered a finance charge or
other charge for credit under the laws of any
State relating to:

(i) usury; or

(ii) disclosure of information in connection with
credit extensions; or

(iii) the types, amounts, or rates of charges, or
the element or elements of charges permissible in
connection with the extension or use of credit.

5. Effective July 20, 1977, footnote 5* to

§ 226.5(a)(3)(ii) is redesignated footnote 5b.
6. Etfective July 20, 1977, section 226.13(0

((i) is amended by deleting the word “cash”
which appears immediately before the word “dis-

counts.”
7. Effective August 17,

226.709 is as follows:

1977, Interpretation

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



SECTION 226.709— APPLICATION OF
LIMITED REQUIREMENTS TO CARD
ISSUERS WHICH BILL CUSTOMERS ON A
TRANSACTION-BY-TRANSACTION BASIS

It has come to the Board’s attention that cer-
tain credit cards are issued, the card issuer and the
seller being the same person or related persons, in
connection with which no finance charge is im-
posed and customers are billed in full for each use
of the card on a transaction-by-transaction basis
by means of an invoice or other statement reflect-
ing each use of the card. No cumulative account
which reflects the transactions by each customer
during a period of time, such as a month, is main-
tained.

Section 103(f) of the Act requires all credit card
issuers to comply with certain provisions, even
though those provisions are generally applicable
only to creditors of open end credit plans, and
requires the Board to apply these provisions to all
card issuers “to the extent appropriate.” The
question arises as to which of those provisions,
as implemented by this Part, appropriately apply
to such card issuers.

Such card issuers may bill customers on a trans-
action-by-transaction basis and need not maintain
a cumulative account for each customer for which
a periodic statement must be sent.

Prior to the first use of the credit card, the card
issuer shall provide the customer with a statement
setting forth the disclosures required by § 226.7
(a)(9) and, as applicable, § 226.7(a)(6) and § 226.7
(@)(7). The disclosure required by 8§ 226.7(a)(6)
shall be limited to those charges that are or may
be imposed as a result of the deferral of payment
by use of the card, such as late payment or delin-
quency charges. Such card issuers need not pro-
vide the disclosure required by 8§ 226.7(a)(8).

The disclosures required by § 226.7(b)(I)(i),
(iii) and (ix) need not be given by such credit card
issuers. The requirements of § 226.7(b)(l)(ii) and
§ 226.7(b)(l)(x) are applicable to such card is-
suers, and compliance may be achieved by placing
the required disclosures on the invoice or state-
ment sent to the customer for each transaction.
Section 226.7(b)(2) does not apply to these credit
card issuers.

The provisions of § 226.7(c), including those
which permit certain required disclosures to be
made other than on the front of a periodic state-
ment, shall apply. All references to the “periodic
statement” in § 226.7(c) shall be read to indicate

the invoice or other billing document sent to the
customer for each transaction.

The provisions of § 226.7(d) shall apply to such
credit card issuers. Compliance therewith may be
achieved (1) by mailing or delivering the statement
required by § 226.7(a)(9) to each customer who
receives a transaction invoice during a one-month
period chosen by the card issuer which meets the
timing requirements of § 226.7(d)(2), (3), and (4);
or (2) by sending either the statement prescribed
by § 226.7(a)(9) or the statement prescribed by
§ 226.7(d)(5) with each invoice sent to a customer.

The provisions of § 226.7(f) apply to these
credit card issuers, except that (1) notice of the
change in terms shall be given at least 15 days
prior to the date upon which the change takes
effect, rather than 15 days prior to the beginning
date of the billing cycle in which it takes effect,
and (2) the card issuer need notify cardholders in
advance of only those changes in terms which, if
undertaken by creditors of open end credit plans
generally, would necessitate notice to all customers
prior to imposing the change on their accounts.

The provisions of § 226.7(g) shall apply to such
credit card issuers if the credit card plan includes
the possible imposition of a specific charge for late
payment, default, or delinquency. Otherwise, they
do not apply to such credit card issuers.

The provisions of § 226.7(h) shall apply to such
credit card issuers, except that all requirements to
credit amounts to an account may be complied
with by other reasonable means, such as by a
credit memorandum Since no periodic statements
are provided or required for the credit card sys-
tems subject to this interpretation, a notice of
excess payment should be sent to the customer
within a reasonable period of time following its
occurrence unless a refund of the excess payment
is mailed or delivered to the customer within 5
business days of its receipt by the card issuer.

The card issuer shall comply with all the pro-
visions of § 226.13, including § 226.13(i) and (j)
to the extent that they are applicable to the credit
card plan, except that § 226.13(k) is inapplicable.

The card issuer shall comply with the provi-
sions of § 226.14, as applicable. All references in
§ 226.14 to the “periodic statement” shall be read
to indicate the invoice or other statement for the
relevant transaction. AIll actions referenced in
§ 226.14 with regard to correcting and adjusting
a customer’s account may be taken by issuing a
refund or a new invoice, or by other appropriate
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means consistent with the purposes of the section.

8. Effective October 10, 1977, § 226.8(b)
amended by the addition of paragraph (8) as
follows:

SECTION 226.8— CREDIT OTHER THAN
OPEN END—SPECIFIC DISCLOSURES
* ok x  *x  *

(b) * * *

*(8) If the annual percentage rate as disclosed
under §226.8(b)(2) is prospectively subject to
increasel0*, the following additional disclosures

shall be made:

(i) the fact that the annual percentage rate
is subject to increase and the conditions under
which such rate may increase, including: (A)
identification of the index, if any, with respect to
which such increase in annual percentage rate is
tied; and (B) any limitation on such increase;

(ii) the manner(s) (such as an increase in
payment amounts, number of scheduled periodic
payments, or in the amount due at maturity) in
which any increase in the annual percentage rate
may be effected;

(iii) if the obligation is repayable in sub-
stantially equal instalments at substantially equal
intervals (including those obligations providing
for “balloon” payments) and the increase could be
effected by an increase in the periodic payment
amount, a statement of the estimated increase in
the amount of the payment caused by a hypothet-
ical immediate increase of one quarter of one
percentage point, based upon the number of
scheduled periodic payments and original amount
financed disclosed at consummation;

(iv) if the obligation is repayable in substan-
tially equal instalments at substantially equal in-
tervals (including those obligations providing for
“balloon” payments) and the increase could be
effected by an increase in the number of periodic
payments, a statement of the estimated increase in
the number of periodic payments caused by a
hypothetical immediate increase of one quarter
of one percentage point, based upon the periodic

* Amended 4/11/77.

10a For this purpose, the phrase “prospectively sub-
ject to increase” does not apply to increases in the
annual percentage rate upon such occurrences as de-
fault, acceleration, late payment, assumption or
transfer of property.
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payment amount and the original amount financed
disclosed at consummation.

the annual percentage rate
within the conditions or limitations disclosed in
accordance with this paragraph is a subsequent
occurrence under § 226.6(g) and is not a refinanc-
ing under § 226.8(j).

The disclosures required under § 226.8(b)(8)(iii)
and (iv) need be made only in transactions in
which a security interest is taken in real property
used or expected to be used as the customer’s
dwelling, and they need not be made in transac-
tions primarily for agricultural purposes, transac-
tions in which the obligation is repayable in sub-
stantially equal instalments which do not include
repayments of principal, or transactions in which
disclosures are made pursuant to § 226.814.

9. Effective October 10, 1977,
226.810 is rescinded.

10. Effective March 28, 1978 § 226.7(k)(3)(ii)
is amended as follows (inasmuch as footnote 9e
is unaffected by this amendment, the text of the
footnote is nut reproduced below):

Any increase in

Interpretation

SECTION 226.7— OPEN END CREDIT
ACCOUNTS—SPECIFIC DISCLOSURES

* * * * %

(k)***
(3)***

(ii) A description of the transaction, which
characterizes it as a cash advance, loan, overdraft
loan, or other designation as appropriate, and
which includes the amount of the transaction and
the date of the transaction % or the date which
appears on the document or instrument evidencing
the transaction (if the customer signed the docu-
ment or instrument), or the date of debiting the
amount to the account, provided that if only the
debiting date is disclosed and the customer sub-
mits a proper written notification of a billing error
related to the transaction, the creditor shall treat

such inquiry as a billing error under 8§ 226.2(j)
and 226.14, and as an erroneous billing under
§ 226.14(b), and shall supply documentary evi-

dence of the transaction whether or not the cus-
tomer requests it, within the time period allowed
under § 226.14 for resolution of a billing error
without charge to the customer. If the date of
debiting is disclosed, it must be reasonably identi-
fied as such on the periodic statement.



1L Effective April 21, 1978 § 226.1(d) is de- cials of the Division of Consumer Affairs as offi-

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

SECTION 226.1—AUTHORITY, SCOPE,
PURPOSE, ETC.

* * * *

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

cial staff interpretations will be issued at the staff’s
discretion where the protection of section 130(f)
of the Act is neither requested nor required, or
where a rapid response is necessary.

(2) (i) Official staff interpretations will be issue

at the discretion of designated officials. No such
interpretation will be issued approving creditors’
or lessors’ forms or statements. Any request for
an official staff interpretation of this Part must be
in writing and addressed to the Director of the
Division of Consumer Affairs, Board of Governors
of the Federal Reserve System, Washington, D.C.
20551. The request must contain a complete state-
ment of all relevant facts concerning the credit or
lease transaction or arrangement and must include
copies of all pertinent documents.

(ii) Within 5 business days of receipt of the
request, an acknowledgment will be sent to the
person making the request. If, in the opinion of
tha*designated officials, issuance of an official staff
interpretation is appropriate, it will be published
in the Federal Register to become effective 30
days after the publication date. If a request for
public comment is received, the effective date will
be suspended. The interpretation will then be re-
published in the Federal Register and the public
given an opportunity to comment. Any official
staff interpretation issued after opportunity for
public comment shall become effective upon pub-
lication in the Federal Register.

(3) Any request for public comment on an offi-
cial staff interpretation of this Part must be in
writing and addressed to the Secretary, Board of
Governors of the Federal Reserve System, Wash-
ington, D.C. 20551, and postmarked or received
by the Secretary’s office within 30 days of the
interpretation’s publication in the Federal Register.
The request must contain a statement setting forth
the reasons why the person making the request be-
lieves that public comment would be appropriate.

(4) Pursuant to section 130(f) of the Act, the
Board has designated the Director and other offi-

cials “duly authorized” to issue, at their discretion,
official staff interpretations of this Part.

12. Effective May 30,
amended to read as follows:

1978, §226.6(i) is

SECTION 226.6—GENERAL DISCLOSURE
REQUIREMENTS

* * * X *

(D Preservation and inspection of evidence of

g compliance. (1) Evidence of compliance with the

requirements imposed under this Part, other than
advertising requirements under §226.10, shall be
preserved by the creditor or lessor for a period
of not less than 2 years after the date such dis-
closure is required to be made.

(2) With respect to a creditor or lessor subject
to the administrative enforcement jurisdiction of
the Comptroller of the Currency, Board of Di-
rectors of the Federal Deposit Insurance Corpo-
ration, Federal Home Loan Bank Board (acting
directly or through the Federal Savings and Loan
Insurance Corporation), Administrator of the
National Credit Union Administration or Board
of Governors of the Federal Reserve System, all
evidence of compliance with the requirements
imposed under this Part, dating from July 1, 1969,
other than advertising requirements under
§226.10, shall be retained until:

(i) The administrative authority for that credi-
tor or lessor completes one examination for com-
pliance with the requirements imposed under this
Part subsequent to adoption of a statement of
enforcement policy,6a and

(ii) A period of not less than 2 years has
elapsed from the date that disclosure was required
to be made.

(3) Each creditor or lessor shall, when directed
by the appropriate administrative enforcement
authority designated in section 108 of the Act,
permit that authority or its duly authorized repre-
sentative to inspect its relevant records and evi-
dence of compliance with this Part.

_ G“Statement of enforcement policy” refers to a
final statement based on the Joint Notice of Proposed
Statement of Enforcement Policy published at 42 FR
55786 (1977).
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13. Effective May 30, 1978, footnote 6a to
§226.7(a)(4) is redesignated footnote 6&b.

14. Effective August 3, 1978, §226.9(g) is
amended by adding a new paragraph as follows:

t SECTION 226.9—RIGHT TO RESCIND

CERTAIN TRANSACTIONS

* * * * *

(9) Exceptions to general rule. * * *

(6) Individual transactions under an open end

credit account: Provided,

(i) That the creditor and the seller are not the
same or related persons.14*

(i) That the creditor provides the disclosure
required by §226.9(b) at the time the disclosures
required under §226.7(a) are required to be made,
or, if the security interest is not retained or ac-
quired at the time the §8226.7(a) disclosures are

of the fact that the customer’s account is secured
by the customer’s real property and that failure
to pay any outstanding balance in accordance
with the terms of the account could result in the
loss of the customer’s real property.

(V) That each disclosure provided pursuant
hereto is made on one side of a statement separate
from any other documents, that the disclosure sets
forth the name of the creditor and, in the case of
the disclosures required by paragraph (g)(6)(iii)
of this section, the creditor’s address, the date on
which the disclosure is furnished to the customer,
the date by which the customer should give notice
of refusal of the increase in the line of credit or
the change in terms of the account, and the fact
that one copy of the disclosure can be used for
that purpose.

15. Effective August 3, 1978,
§8226.904 is as follows:

Interpretation

required to be made, at the time the security inter- t SECTION 226.904—RIGHT OF RESCIS-

est is retained or acquired.

(iii) That the creditor does not change the
terms of a customer’ account within the meaning
of 8§226.7(f) or increase the customer’s line of
credit without affording the customer the oppor-
tunity to refuse the change in terms or the in-
crease. If the customer refuses the change in
terms, the creditor need not extend any further
credit on the account; however, the customer shall
have the right to repay any existing obligation on
the account under the then existing terms of the
account. At the time a disclosure of a change in
terms under §226.7(f) is required to be made or
prior to an increase in the customer’s line of
credit, the creditor shall provide the customer with
two copies of a disclosure setting forth, as appli-
cable: The fact that the creditor intends to change
the terms or increase the line of credit of the
customer’s account; the fact that the account is
secured by the customer’s real property; and the
fact that the customer may refuse the change in
terms and repay any existing obligation under
the then existing terms of the account, or refuse
the increase in the line of credit, by giving the
creditor written notice within 3 business days of
the date of the disclosure.

(iv) That at least once each calendar year the
creditor furnishes to the customer a disclosure

t Rescinded effective May 31,1980. See no. 21 on page 9.

l4a For purposes of §226.9 (g) (6) a person is re-
lated to a creditor if that person would be deemed
related to the credit or under footnote 9b to § 226.7(k).
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SION FOR CERTAIN OPEN END CREDIT
ACCOUNTS

Section 226.9(g)(6) provides an exception to the
right of recission for individual transactions on
an open end credit account provided, among other
things, that the disclosures required by that sec-
tion are made at the times specified. The question
arises as to what disclosures will satisfy the re-
quirements of 88 226.9(g)(6) (iii) and (iv).

The disclosures set forth below, if accurate and
when properly completed, will satisfy the re-
quirements, as to form and content, of the in-
dicated sections of the regulation. No specific
type size or style is required. If the real property
on which the security interest may arise does not
include a dwelling, the creditor may substitute
such words as “the property you are purchasing”
for “your home” or “lot” for “home” where these
words appear in the disclosure.

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

line of

N otice to Customer Required by Federal

Law

(Name of creditor)
has approved an increase in the amount of
credit available to you on your open end ac-
count secured by your home. Any additional

t Rescinded effective May 31,1980. See no. 21 on page 9.



credit you use will also be secured by your home.
You have a right to refuse to accept this increase.
You may exercise this right within three business
days from

(date disclosure delivered to customer)

by notifying us at

(address of creditor’s place of

by mail or telegram sent not later than

business)

midnight of .You may also use any other

(date)
form of written notice to refuse the increase if it
is delivered to the above address not later than
that time. This notice may be used for that pur-
pose by dating and signing below.

| hereby refuse the increase in the credit avail-
able on my account.

(date) (customer’s signature)

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

Notice to Customer Required by Federal

Law

(Name of creditor)

intends to change the terms of your open end
credit account which is secured by your home.
You have a right to refuse to accept this change
in terms. If you refuse this change in terms, we
have the right to refuse to extend any further
credit on your open end account and may require
you to repay any existing obligation on your ac-
count under the present terms of the account. You
may exercise your right to refuse the change in

terms within three business days of
(date disclosure
by notifyingus at_
(address

by mail or telegram

delivered to customer)

of creditor’s place of business)

sent not later than midnight of _.You may
(date)

also use any other form of written notice to refuse
the change in terns if it is delivered to the above
address not later than that time. This notice may
be used for that purpose by dating and signing
below.

| hereby refuse the change in the terms of my
account.

(date) (customer’s signature)

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

Section 226.9(g)(6)(iv) (annual disclosure).

N otice to Customer Required by Federal

Law

This is to remind you that your open end credit
account with is secured by a

(Name of creditor)
lien, mortgage, or other security interest on your
home. This means that your failure to pay any
outstanding balance in accordance with the terms
of the account could result in the loss of your
home.

16. Effective August 31, 1978, § 226.8(a) is
amended by adding the following sentence to the
end:

§226.8—CREDIT OTHER THAN OPEN END
—SPECIFIC DISCLOSURES

(@ General rule.

* * * * *

Notwithstanding the provisions of paragraphs
(® (2) and (2) of this section, a creditor may, in
any transaction in which the payments scheduled
to repay the indebtedness vary, satisfy the require-
ments of §226.8(b)(3) with respect to the number,
amount, and due dates or periods of payments by
disclosing the required information on the reverse
of the disclosure statement or on a separate
page(s): Provided, That the following notice
appears with the other required disclosures:
“NOTICE: See [reverse side] [accompanying state-
ment] for the schedule of payments.”

17. Effective August 31, 1978, Interpretation
§ 226.503 is amended by adding the following to
the end:

8 226.503—MINOR IRREGULARITIES—
MAXIMUM IRREGULAR PERIOD LIMITS

* * * * *

Notwithstanding the above or the language in
8226.5(d) that limits the minor irregularities pro-
visions to transactions that are “otherwise payable
in equal instalments scheduled at equal intervals,”
the following rule may apply. An initial payment
period of 62 days or less may be treated as though
it were regular and an irregular initial payment
or any portion thereof resulting from the applica-
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tion of a rate to the balance for such an irregular
period may be disregarded if:

(1) The scheduled amortization of the obliga-
tion (the date from which the finance charge be-
gins to accrue to the date of the final scheduled
payment) is at least 10 years, and

(2) The obligation is otherwise payable in
monthly instalments.

18. Effective October 31, 1978, Interpretation
§ 226.904 is amended by deleting the third
sentence of the disclosure captioned “ Section
226.9(g)(6)(iii) (change in terms),” which reads,
“If you refuse this change in terms, we have the
right to refuse to extend any further credit on
your account and may require you to repay any
existing obligation on your account under the
present terms of the account,” and substituting in
its place “If you refuse this change in terms, you
have the right to continue to repay your existing
obligation under the present terms of the account.
However, we would then have the right to refuse
to extend any further credit, except pursuant to
these new terms.”

19. Effective March 5, 1979, § 226.4(i)(4) is
amended to read as follows:

§ 226.4 — DETERMINATION OF FINANCE
CHARGE

* * * * *
(i) >
(4) No creditor in any sales transaction may im-
pose a surcharge. This paragraph shall cease to be
effective on February 27, 1981.

t 20. Effective January 10, 1980, § 226.5(a) is
amended and new 8§ 226.5(b) and (c), 226.8(r)
and (s) and Supplement | to Regulation Z are
added, to read as follows:

SECTION 226.5— DETERMINATION OF
ANNUAL PERCENTAGE RATE

(a) Open end credit — general rule. The
annual percentage rate is a measure of the cost of
credit, expressed as a yearly rate. An annual per-
centage rate shall be considered accurate if it is not¥

t These revisions will be effective concurrently with
those in existence prior to January 10, 1980 until October
1, 1980 when these prior provisions will be rescinded.
See no. 22 on page 10 New Supplement | to Regulation
Z, which does not appear on this slipsheet, is available
from the Board or from any Federal Reserve Bank.

Federal Reserve Bank of St. Louis

more than \%oof 1 percentage point above or below
the annual percentage rate determined in accordance
with this section.

* * * * *

(b)  Credit other than open end. (1) General
rule. The annual percentage rate is a measure of the
cost of credit, expressed as a yearly rate, which re-
lates the amount and timing of value received by
the consumer to the amount and timing of payments
made. The annual percentage rate shall be deter-
mined in accordance with either the actuarial
method or the United States Rule method and shall
be considered accurate if it is not more than \s of 1
percentage point above or below the annual per-
centage rate determined in accordance with
whichever method is used. Explanations, equations
and instructions for determining the annual percen-
tage rate in accordance with the actuarial method
are set forth in Supplement |

(2) Computation tools, (i) The Regulation Z
Annual Percentage Rate Tables produced by the
Board may be used to determine the annual per-
centage rate, and any such rate determined from
these tables in accordance with the instructions con-
tained therein will comply with the requirements of
this section. Volume | of the tables applies to sing-
le advance transactions involving up to 480 month-
ly payments or 104 weekly payments. It may be
used for regular transactions, and for transactions
with any of the following irregularities: an odd first
period, an odd first payment, and an odd final pay-
ment. Volume Il applies to transactions involving
multiple advances and any type of payment or
period irregularity.

(ii) Creditors may use any other computation
tool in determining the annual percentage rate so
long as the annual percentage rate so determined
equals the annual percentage rate determined in
accordance with Supplement I, within the degree of
accuracy set forth in paragraph (b)(1) of this sec-
tion.

(iii) Supplement | and Volumes | and Il may be
obtained from any Federal Reserve Bank or from
the Board in Washington, D.C. 20551.

(3) Single add-on rate transactions. If a single
add-on rate is applied to all transactions with
maturities up to 60 months and if all payments are
equal in amount and period, a single annual per-
centage rate may be disclosed for all such transac-
tions, provided that it is the highest annual percen-
tage rate for any such transaction.



(4) Certain transactions involving ranges of bal-
ances. For purposes of disclosing the annual per-
centage rate referred to in 88 226.8(g)(1) and (2)
(Orders by mail or telephone) and 226.8(h)(1)
(Series of sales), if the same finance charge is im-
posed on all balances within a specified range of
balances, the annual percentage rate computed for
the median balance may be disclosed for all of the
balances. However, if the annual percentage rate
computed for the median balance understates the
annual percentage rate computed for the lowest bal-
ance by more than 8 per cent of the latter rate, the
annual percentage rate shall be computed on what-
ever lower balance will produce an annual percent-
age rate which does not result in an understatement
of more than 8 per cent of the rate determined on
the lowest balance.

(5) Payment schedule irregularities. In determin-
ing and disclosing the annual percentage rate, a
creditor may disregard an irregularity in the first
period 5 that falls within the limits described below
and any payment schedule irregularity that results
from the irregular first period:

(i) For transactions in which the term & is less
than 1 year: a first period not more than 6 days
shorter or 13 days longer than a regular period,;

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

(iii) For transactions in which the term is at least
10 years: a first period shorter than or not more
than 32 days longer than a regular period.

(c) Errors in calculation tools. An error in dis-
closure of the annual percentage rate or finance
charge shall not, in itself, be considered a violation
of this Part if:

(1) The error resulted from a corresponding error
in any calculation tool, such as a chart, table, cal-
culator or computer, used in good faith by the cred-
itor, and

(2) Upon discovery of the error, the creditor
promptly

(i) Discontinues use of that calculation tool for
disclosure purposes, and

% For purposes of this paragraph, the “first period" is
the period from the date on which the finance charge be-
gins to be earned to the date of the first payment, and the
“term” is the period from the date on which the finance
charge begins to be earned to the date of the final pay-
ment.

(i) Notifies the Board in writing of the error in
the calculation tool. The notification shall include
an identification of the tool and a description of the
error, and shall be addressed to the Division of
Consumer and Community Affairs, Board of Gov-
ernors of the Federal Reserve System, Washington,
D.C. 20551.

* * * * *

SECTION 226.8— CREDIT OTHER THAN OPEN
END — SPECIFIC DISCLOSURES

* * * * *

(r) Payment schedule irregularities. In deter-
mining and disclosing the finance charge and the
payment schedule under paragraph (b)(3) ot this
section, a creditor may disregard an irregular final
payment or portion of a final payment that results
from an irregular first period 13g within the limits
described below and may treat the irregular first
period as if it were regular:

(1) For transactions in which the term 13y is less
than 1 year: a first period not more than 6 days
shorter or 13 days longer than a regular period;

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

(3) For transactions in which the term is at least
10 years: a first period shorter than or not more
than 32 days longer than a regular period.

(s) Disregarding certain practices. In making
calculations and disclosures, a creditor need not
take into account the effects of the following:

(1) The fact that payments are collected in whole
cents;

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

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

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

13g For purposes of this paragraph, the “first period" is
the period from the date on which the finance charge be-
gins to be earned to the date of the first payment, and the
“term” is the period from the date on which the finance
charge begins to be earned to the date of the final pay-
ment.

9
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22.  Effective October 1, 1980, previous § quarter of 1 per cent.”; previous § § 226.5(b)
226.5(a) is amended by deleting both the title through (e). Interpretations § 8 226.502. 226.503.
“General rule — open end credit accounts” and and 226.505, and previous Supplement I to Regula-
the first sentence beginning “The annual percentage tion Z are rescinded.
rates for open end credit” and ending “ nearest

10
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

TRUTH IN LENDING
CORRECTIONS TO REGULATION Zf

The following are corrections in the Regulation 3. Section 226.8(a)(1) is corrected by deleting
Z pamphlet dated March 23, 1977: “or adjacent to” to read as follows:

* * * * %

1. The twelfth line of section 226.2(x) is cor-
rected by inserting “226.4(i);” after the section
symbols (88) and immediately preceding “226.7
(a)(e),” to read as follows:

s *. For purposes of the requlrgments of 4. Section 226.8(d)(3) is corrected by deleting
88 .226'4.('); _.?26'.7(61)(6)’ (7).8), and (9); 226.7(b) 1 of the 2 asterisk symbols (**) that immediately
(D@, (i), (i), (ix), and (x); 226.7(b)(2); 226.7(c), precede “(3)Except in the case***” to read as
d), (M, (@), (h), and (i); 226.13(i), (j), and (k); and follows:
226.14, the term includes consumer credit ex- ’

(1) The note or other instrument evidencing
the obligation on the same side of the page and
above the place for the customer’s signature; or

tended on an account by use of a credit card, *(3) Except in the case of a loan secured by a
whether or not a finance charge may be imposed. first lien or equivalent security interest on a dwell-
oRoE xox ing and made to finance the purchase of that

2. Section 226.4(a)(5)(h) is corrected by chang- dwelling, the total amount of the finance charge,it

ing “specifically” to “specific” to read as follows: ~ using the term “finance charge,” and where the
* ok x % * total charge consists of two or more types of

(ii) any customer desiring such insurance charges, a description of the amount of each type.

coverage gives specific dated and separately 5. Appendix D (p. 112) is corrected by insert-
signed affirmative written indication of such ing the following sample page from table for com-
desire after receiving written disclosure to puting annual percentage rate for level monthly
him of the cost of such insurance. payment plans:

NUMBER ANNUAL PERCENTAGE RATE

OF
PAYMENTS  14.00* 14.25* 14.50* 14.75* 15.00* 15.25* 15.50* 15.75<uT00j)I6.25* 16.50* 16.75* 17.00* 17.25* 17.50* 17.75*

(FINANCE CHARGE PER $100 OF AMOUNT FINANCED)

1 117 119 121 123 125 127 129 131 133 135 137 140 142 144 146 148
2 175 178 182 185 188 191 194 197 200 204 207 210 213 216 219 222
3 234 238 243 247 251 255 259 264 268 272 276 280 285 289 293 297
4 293 299 304 309 314 320 325 330 336 341 346 351 357 362 367 373
5 353 359 365 372 378 3.84 391 397 4.04 410 4.16 423 429 435 442 448
6 412 420 427 435 442 449 457 464 472 479 487 494 502 509 517 524
7 472 481 489 498 506 515 523 532 540 549 558 566 575 583 592 6.00
8 532 542 551 561 571 580 590 6.00 6.09 619 6.29 638 648 658 6.67 6.77
9 592 6.03 6.14 625 635 646 657 668 678 689 7.00 711 722 732 743 7.54
10 6.53 6.65 6.77 6.88 7.00 7.12 7.24 736 748 7.60 7.72 7.84 7.96 808 819 831
n 714 727 740 753 766 7.79 792 805 818 831 844 857 870 883 896 9.09
12 774 789 803 817 831 845 859 874 888 9.02 9.16 930 945 959 9.73 9.87
836 851 866 881 897 912 927 943 958 973 9.89 10.04 10.20 10.35 10.50 10.66

14 897 913 930 946 963 9.79 996 10.12 10.29 1045 10.62 10.78 10.95 11.11 11.28 11.45
15 9.59 9.76 9.94 1011 10.29 1047 10.64 10.82 11.00 11.17 1135 1153 1171 11.88 12.06 12.24
16 10.20 1039 10.58 10.77 10.95 11.14 11.33 1152 1171 1190 12.09 1228 1246 12.65 12.84 13.03
17 10.82 11.02 11.22 1142 11.62 11.82 12.02 12.22 1242 1262 1283 13.03 13.23 1343 13.63 13.83
18 1145 1166 11.87 12.08 1229 1250 12.72 1293 13.14 1335 1357 13.78 13.99 1421 14.42 14.64
19 12.07 1230 1252 1274 1297 1319 1341 13.64 13.86 14.09 1431 1454 1476 14.99 1522 15.44
20 12,70 1293 13.17 1341 13.64 1388 1411 1435 1459 1482 15.06 1530 1554 1577 16.01 16.25
21 13.33 13.58 13.82 14.07 1432 1457 1482 15.06 1531 1556 1581 16.06 16.31 16.56 16.81 17.07
22 13.96 14.22 1448 1474 15.00 1526 1552 1578 16.04 16.30 1657 16.83 17.09 17.36 17.62 17.88
23 1459 1487 15.14 1541 1568 1596 16.23 16.50 16.78 17.05 17.32 17.60 17.88 18.15 18.43 18.70
* 24 1523 1551 15.80 16.08 16.37 16.65 16.94 1722 col) 17.80 18.09 1837 1866 18.95 19.24 19.53
25 1587 16.17 16.46 16.76 17.06 17.35 17.65 17.95 1825 1855 18.85 19.15 19.45 19.75 20.05 20.36
26 16,51 16.82 17.13 17.44 1775 18.06 18.37 18.68 18.99 19.30 19.62 19.93 20.24 20.56 20.87 21.19
27 17,15 17.47 17.80 18.12 1844 18.76 19.09 1941 19.74 20.06 20.39 20.71 21.04 21.37 21.69 22.02
28 17.80 18.13 1847 18.80 19.14 19.47 19.81 20.15 20.48 20.82 21.16 21.50 21.84 22.18 2252 22.86
29 1845 18.79 19.14 1949 19.83 20.18 20.53 20.88 21.23 21.58 21.94 22.29 22.64 22.99 2335 23.70
30 19.10 19.45 1981 20.17 20.54 20.90 21.26 21.62 21.99 2235 22.72 23.08 23.45 2381 24.18 2455
31 19.75 20.12 20.49 20.87 21.24 21.61 21.99 2237 22.74 23.12 2350 23.88 24.26 24.64 25.02 25.40
32 20.40 20.79 21.17 2156 21.95 2233 22.72 2311 2350 23.89 24.28 24.68 25.07 2546 2586 26.25
33 21.06 21.46 2185 2225 2265 23.06 23.46 23.86 24.26 24.67 2507 25.48 25.88 26.29 26.70 27.11
21.72 2213 2254 2295 2337 2378 24.19 2461 2503 2544 2586 26.28 26.70 27.12 27.54 27.97

35 22.38 22.80 2323 23.65 24.08 2451 2494 2536 2579 26.23 26.66 27.09 27.52 27.96 28.39 28.83
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