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CREDIT RESTRAINT PROGRAM 

Additional Questions and Answers—Fourth Series

T o  A l l  M e m b e r  B a n k s , a n d  O th e r s  C o n ce rn ed ,  
in  th e  S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t :

Printed on the following pages is the fourth series of questions and answers, representing the 
views of the legal staffs of the Federal Reserve Bank of New York and of the Board of Governors 
of the Federal Reserve System, regarding the consumer credit and special credit restraint pro
grams.

In our Circular No. 8781, dated March 26, 1980, we provided you with a list of telephone 
numbers of persons to whom questions concerning the Credit Restraint Program  may be directed. 
Some of those telephone numbers have been changed. Therefore, we have revised that earlier listing 
as follows:

Special Credit Restraint Program
• Legal questions—Raleigh M. Tozer, Senior Attorney, Legal Department (Tel. No. 212-791-5009).
Banking Institutions—
• Questions relating to the administration of the Program—Donald E. Schmid, Manager, Bank Analysis 

Department (Tel. No. 212-791-6611).
• Questions relating to the completion of forms—Nathan Bednarsh, Chief, Bank Analysis Division (Tel. 

No. 212-791-6710).
Finance companies and selected large corporations—
• Questions relating to the administration of the Program—Eugene P. Emond, Manager, Credit and 

Discount Department (Tel. No. 212-791-6146).
• Questions relating to the completion of forms—Credit Analysis Division (Tel. Nos. 212-791-6148, 6153 

and 6154).

Consumer Credit Restraint Program
• Legal questions—Donald L. Bittker, Assistant Counsel, Legal Department (Tel. No. 212-791-5036).
• All other questions—Tel. Nos. 212-791-7721 through 7725.

Money Market Mutual Funds Program
• Legal questions—Walker F. Todd, Assistant Counsel, Legal Department (Tel. No. 212-791-5041).
• All other questions—Tel. Nos. 212-791-7721 through 7725.

Marginal Reserves/Special Deposits on Managed Liabilities
• Legal questions—Bradley K. Sabel, Assistant Counsel, Legal Department (Tel. No. 212-791-5033).
• All other questions—Thomas J. Campbell, Accounting Officer (Tel. No. 212-791-5262) or Richard J. Gelson, 

Manager, Statistics Department (Tel. No. 212-791-6312).

Interest Rate Ceilings on Certain Bank Holding Company Obligations
• Legal questions—Bradley K. Sabel, Assistant Counsel, Legal Department (Tel. No. 212-791-5033).
• All other questions—Bank Regulations Division (Tel. No. 212-791-5914).

Surcharge on the Discount Rate
• All questions—Eugene P. Emond, Manager, Credit and Discount Department (Tel. No. 212-791-6146).

* * *

Questions have been raised concerning the proper treatment of bankers’ acceptances as loans 
under the base revisions portion of the Managed Liabilities Program  (under Subpart C of P art 
229 and under the amendments to Regulation D ). If an institution filing the weekly managed liabil-
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ities report form creates bankers’ acceptances for foreign addressees, any such acceptance is con
sidered to be a loan to a non-U.S. resident i f  it has been discounted or purchased by the institution  
and remains in the institution s portfolio. If the institution creates such an acceptance but does not 
discount it, the acceptance is not treated as a loan; also, if the institution sells such an acceptance 
from its portfolio, the acceptance ceases to be a loan and may not be treated as a loan to a non-U.S. 
resident as of the date of sale. In addition, if a reporting bank purchases an acceptance created by 
a foreign office of a bank, the acceptance will constitute a “due from foreign office” for purposes of 
base revision for as long as the reporting bank holds the acceptance.

Questions concerning bankers’ acceptances may be directed to Messrs. Campbell and Sabel 
at the telephone numbers listed on the previous page.

A n t h o n y  M. S o lo m o n ,
President.

S u b p a r t  A  o f  P a r t  2 2 9  —  S p e c i a l  d e p o s i t s  o n  c o n s u m e r  c r e d i t

A - 4 8 .  Q: A  p r o v i d e r  o f  h e a l t h  or e d u c a t i o n  s e r v i c e s ,  s u c h  as
a h o s p i t a l  or c o l l e g e ,  a r r a n g e s  c o n s u m e r  c r e d i t  to 
b e  e x t e n d e d  b y  a c r e d i t o r .  I s  t h i s  a c o v e r e d  c r e d i t ?

A: Y e s .  T h e  e x e m p t i o n  f o r  c r e d i t  e x t e n d e d  b y  h e a l t h  a n d
e d u c a t i o n  s e r v i c e  p r o v i d e r s  a p p l i e s  o n l y  to  s i t u a t i o n s  
w h e r e  t h e  p r o v i d e r  e x t e n d s  t h e  c r e d i t ,  r a t h e r  t h a n  
m e r e l y  a r r a n g i n g  it.

A - 4 9 .  Q: I s  c r e d i t  e x t e n d e d  b y  a U . S .  c r e d i t o r  t o  a n o n - U . S .
r e s i d e n t  t o  b e  c o n s i d e r e d  in d e t e r m i n i n g  c o v e r e d  
c r e d i t ?

A: N o .

A - 5 0 .  Q: A r e  l o a n s  m a d e  u n d e r  t h e  F H A  T i t l e  I p r o g r a m  c o v e r e d
c r e d i t ?

A: N o .  T h e y  a r e  c o n s i d e r e d  l o a n s  g u a r a n t e e d  b y  t h e
F e d e r a l  G o v e r n m e n t .

A - 5 1 .  Q: U n d e r  a c l o s e d - e n d  c r e d i t  a g r e e m e n t  w i t h  a c o n s u m e r ,  a
c r e d i t o r  is  c o m m i t t e d  to a d v a n c e  a c e r t a i n  a m o u n t  o f  
f u n d s ,  a s  d e m a n d e d  b y  t h e  c o n s u m e r .  T h e s e  f u n d s  a r e  
n o t  u s e d  t o  p u r c h a s e  a n y  c o l l a t e r a l .  I s  t h e  f u l l  
a m o u n t  o f  t h e  c o m m i t m e n t  c o v e r e d  c r e d i t ?

A: If t h e  c r e d i t o r  b o o k s  t h e  f u l l  a m o u n t  o f  t h e  c o m m i t 
m e n t  a s  a l o a n ,  i t  is c o v e r e d  c r e d i t .  H o w e v e r ,  a s 
i n d i c a t e d  in Q u e s t i o n  A - 1 7 ,  if t h e  c o m m i t m e n t  is n o t  
b o o k e d  a s  a l o a n ,  it  is n o t  c o v e r e d  c r e d i t .
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A - 5 2 . Q: A  c r e d i t o r  is  i n  t h e  p r o c e s s  o f  c o n v e r t i n g  i t s  a c c o u n t s  
f r o m  c l o s e d - e n d  t o  o p e n - e n d  c r e d i t .  A l l  o f  t h e  c l o s e d -  
e n d  l o a n s  o u t s t a n d i n g  w e r e  e x t e n d e d  a s  p u r c h a s e  m o n e y  
t r a n s a c t i o n s .  A s  o f  M a r c h  14, 1 9 8 0 ,  $ 3 0  m i l l i o n  o f  
t o t a l  o u t s t a n d i n g  c r e d i t  o f  $ 1 0 0  m i l l i o n  w a s  c a r r i e d  o n  
t h e  c r e d i t o r ' s  b o o k s  a s  c l o s e d - e n d  c r e d i t .  F o r  p u r p o s e s  
o f  t h e  b a s e  r e p o r t ,  h o w  m u c h  o f  t h e  $ 1 0 0  m i l l i o n  s h o u l d  
b e  c o n s i d e r e d  c o v e r e d  c r e d i t ?  F o r  p u r p o s e s  o f  s u b s e 
q u e n t  m o n t h l y  r e p o r t s ,  w i l l  t h e  c o n v e r s i o n  o f  t h e  
r e m a i n i n g  c l o s e d - e n d  a c c o u n t s  t o  o p e n - e n d  m a k e  t h e  o u t 
s t a n d i n g  b a l a n c e s  c o v e r e d  c r e d i t ?

A: F o r  p u r p o s e s  o f  t h e  b a s e  r e p o r t ,  $ 7 0  m i l l i o n  is c o v e r e d
c r e d i t ,  w i t h  $ 3 0  m i l l i o n  e x e m p t .  T h e  o u t s t a n d i n g  b a l 
a n c e s  o n  t h e  c l o s e d - e n d  a c c o u n t s  a s  o f  M a r c h  14 w i l l  
n o t  b e c o m e  c o v e r e d  c r e d i t  w h e n  t h e  a c c o u n t s  a r e  c o n 
v e r t e d  to o p e n - e n d  s t a t u s .  H o w e v e r ,  a n y  a d d i t i o n a l  
a m o u n t s  a d d e d  t o  o p e n - e n d  a c c o u n t s  a f t e r  M a r c h  14 
s h o u l d  b e  t r e a t e d  a s  c o v e r e d  c r e d i t ,  u n l e s s  o n e  o f  t h e  
e x c e p t i o n s  a p p l i e s .

A - 5 3 .  Q: A  c r e d i t  u n i o n  h a s  o v e r s e a s  b r a n c h e s  m a k i n g  l o a n s  t o
U . S .  a r m e d  f o r c e s  p e r s o n n e l  s t a t i o n e d  a b r o a d .  A r e  
t h e s e  l o a n s  t o  b e  i n c l u d e d  in t h e  c r e d i t  u n i o n ' s  
c o v e r e d  c r e d i t ?

A: N o .  O n l y  l o a n s  m a d e  b y  U . S .  o f f i c e s  o f  a c r e d i t o r  a r e
t o  b e  c o n s i d e r e d .

A - 5 4 .  Q: A  c r e d i t  u n i o n  h a s  a n  o p e n - e n d  p l a n  u n d e r  w h i c h  c o n 
s u m e r s  m a y  p u r c h a s e  a u t o m o b i l e s  a n d  o t h e r  l a r g e - t i c k e t  
i t e m s .  T h e s e  l o a n s  a r e  p u r c h a s e  m o n e y  t r a n s a c t i o n s .
I s  t h i s  c o v e r e d  c r e d i t ?

A: Y e s .  T h e  e x e m p t i o n  f o r  p u r c h a s e  m o n e y  t r a n s a c t i o n s
a p p l i e s  o n l y  t o  c l o s e d - e n d  l o a n s .  O p e n - e n d  c r e d i t  
s e c u r e d  b y  t h e  p r o p e r t y  b e i n g  p u r c h a s e d  w i t h  t h e  l o a n  
p r o c e e d s  is  n o t  e x e m p t .  H o w e v e r ,  if t h e  l o a n  is 
s e c u r e d  b y  a r e g u l a r  s h a r e  a c c o u n t  a t  t h e  c r e d i t  
u n i o n ,  i t  w o u l d  b e  e x e m p t  u n d e r  t h e  e x e m p t i o n  f o r  
l o a n s  s e c u r e d  b y  s a v i n g s  d e p o s i t s .

A - 5 5 .  Q: A r e  l o a n s  t o  p u r c h a s e  o r  b u i l d  a h o m e  t o  b e  u s e d  f o r
r e n t a l  p u r p o s e s  t o  b e  i n c l u d e d  i n  c o v e r e d  c r e d i t ?

A: N o .  A  l o a n  t o  a c q u i r e ,  m a i n t a i n  o r  i m p r o v e  a n y  d w e l l i n g
w h i c h  t h e  c u s t o m e r  i n t e n d s  t o  r e n t  o u t  r a t h e r  t h a n  o c c u p y  
is c o n s i d e r e d  b u s i n e s s  c r e d i t  a n d  t h e r e f o r e  n o t  i n c l u d e d  
in  c o v e r e d  c r e d i t .
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N o t e :  T h e r e  is a n  e r r o r  i n  Q u e s t i o n  A - 8  o f  C i r c u l a r  N o .  8 7 8 1 .  T h e  
s e c o n d  s e n t e n c e  o f  t h e  Q u e s t i o n  s t a t e s ,  " M a n y  t r a n s f e r o r s  
' h o l d  b a c k '  a p o r t i o n  o f  t h e  p u r c h a s e  p r i c e .  . . ." T h e  
w o r d  " t r a n s f e r o r s "  s h o u l d  b e  " t r a n s f e r e e s . "

S p e c i a l  C r e d i t  R e s t r a i n t  P r o g r a m

S -  9. Q: A r e  e x p o r t  l o a n s  i n c l u d e d  in t h e  t o t a l  o f  l o a n s  s u b 
j e c t  to t h e  6 t o  9 p e r c e n t  g r o w t h  l i m i t a t i o n ?

A: T h e y  a r e .  B u t  t h e  B o a r d  w o u l d  n o t  w a n t  b a n k s  t o  r e d u c e
t h e  a v a i l a b i l i t y  o f  e x p o r t  l o a n s  in o r d e r  t o  m a k e  l e s s  
d e s i r a b l e  t y p e s  o f  l o a n s .  A n y  b a n k  t h a t  e x c e e d s  t h e  
g r o w t h  l i m i t  b e c a u s e  o f  e x p o r t  l o a n s  s h o u l d  n o t e  t h a t  
f a c t  in S e c t i o n  D  o f  i t s  r e p o r t .

S - 1 0 .  Q: H o w  s h o u l d  c r e d i t  e x t e n d e d  b y  E d g e  A c t  C o r p o r a t i o n s  b e
r e p o r t e d ?

A: W i t h  r e s p e c t  t o  d o m e s t i c  b a n k s  r e p o r t i n g  o n  f o r m  F R  2 0 6 2 a ,
E d g e  A c t  C o r p o r a t i o n  s u b s i d i a r i e s  s h o u l d  b e  i n c l u d e d  o n l y  
in f i g u r e s  r e p o r t e d  in i t e m  C 3 .  B r a n c h e s  a n d  a g e n c i e s  
r e p o r t i n g  o n  f o r m  F R  2 0 6 2 b  s h o u l d  i n c l u d e  E d g e  A c t  s u b 
s i d i a r i e s  o n l y  in i t e m  C I O .  B a n k  h o l d i n g  c o m p a n i e s  
r e p o r t i n g  o n  f o r m  F R  2 0 6 2 c  s h o u l d  i n c l u d e  E d g e  A c t  s u b 
s i d i a r i e s  i n  i t e m s  C 2 - C 4 .  H o l d i n g  c o m p a n i e s  s h o u l d  n o t  
i n c l u d e  d a t a  f o r  E d g e  A c t  s u b s i d i a r i e s  o f  r e p o r t i n g  b a n k  
s u b s i d i a r i e s .  (A c o m p a n y  o w n e d  m o r e  t h a n  50 p e r c e n t  b y  
a r e p o r t i n g  e n t i t y  is a s u b s i d i a r y ) .

S — 11. Q: A r e  e x t e n s i o n s  o f  c r e d i t  b y  E d g e  A c t  s u b s i d i a r i e s  i n c l u d e d
in  t h e  6 - 9  p e r c e n t  g u i d e l i n e s ?

A: L o a n s  b y  E d g e  A c t  s u b s i d i a r i e s  t o  U . S .  a d d r e s s e e s  a r e  to
b e  i n c l u d e d  in  t o t a l  l o a n s  a n d  l e a s e s  to U . S .  a d d r e s s e e s  
b y  b a n k s ,  b r a n c h e s  a n d  a g e n c i e s ,  a n d  b a n k  h o l d i n g  c o m 
p a n i e s .  T h e  6 - 9  p e r c e n t  g r o w t h  l i m i t a t i o n  a p p l i e s  to 
t h i s  m e a s u r e  o f  b a n k  l e n d i n g .  T h u s ,  E d g e  C o r p o r a t i o n s  a r e  
n o t  e x e m p t  f r o m  t h e  g r o w t h  l i m i t  o n  b a n k  l o a n s .
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