
FEDERAL RESERVE BANK
OF NEW YORK

[Circular No. 9280 ~| 
April 22, 1982

EXEMPTIONS TO TRUTH IN LENDING ACT AND 
ELECTRONIC FUND TRANSFER ACT

Relationship to the Consumer 
Protection Laws of Certain States

To All Depository Institutions, and Others Concerned, 
in the Second Federal Reserve District:

Following is the text of a statement issued by the Board of Governors of the Federal Reserve System which 
addresses the applicability of Regulation Z within: (a) Connecticut, (b) Maine, (c) Arizona, (d) Florida, (e) Missouri 
and (f) South Carolina. Other States that pass laws similar to the Truth in Lending Act or the Electronic Fund Transfer 
Act could also be affected.

The Federal Reserve Board asked for public comment on proposals to make determinations with respect to the 
relationship to the Truth in Lending Act of the consumer credit protection laws of six states. The Board also amended its 
delegation of authority in this field to the Board’s staff.

The Board requested comment by June 15, 1982 on the following:
— Proposals to exempt consumer credit transactions in Connecticut and Maine from certain requirements of the Truth 

in Lending Act, on the grounds that consumer credit protection legislation of those states meets the standards for exemption 
of the Truth in Lending Act. The Board has tentatively determined that these requests for exemption should be granted.

— Notice of intent to determine that certain disclosure requirements of consumer credit protection laws in Arizona, 
Florida and Missouri are inconsistent with the Truth in Lending Act and will consequently be pre-empted by the Federal 
law, and that certain questioned provisions of South Carolina law are not inconsistent and should not be pre-empted.

The Board said it is considering how to deal with the question of the effect a Board determination of pre-emption of 
one state’s law under Truth in Lending should have on similar provisions of other state laws where the Board does not have 
a specific request for action. The Board asked for comment on how the Board might proceed.

Effective April 19,1982 the Board rescinded authority previously delegated to the Board’s staff to grant exemptions to 
states from the requirements of the Truth in Lending and the Electronic Fund Transfer Acts under the terms of those Acts.

Printed on the following pages is a summary of the official notices (Docket Nos. R-0394, R-0395, and R-0393) 
issued by the Board of Governors relating to these matters. The full text will be published in the Federal Register; in 
addition, single copies will be available upon request directed to our Circulars Division (Tel. No. 212-791-5216).

Comments on the application of the Truth in Lending Act to credit transactions in those States should be 
submitted by June 15, 1982, and may be sent to our Consumer Affairs and Bank Regulations Department.

A nth o n y  M . S o l o m o n , 

President.
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FEDERAL RESERVE SYSTEM

12 CFR Parts 213 and 226 

[Regs. M and Z; Doc. No. R-0394] 

CONSUMER LEASING 

TRUTH IN LENDING

Notice of Exemption Applications from the 
States of Maine and Connecticut

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Notice of intent to make exemption determinations.

SUMMARY: The Board has received two applications for exemption from the Truth
in Lending Act, as amended in 1980. The state of Maine has applied for an 
exemption from chapters 2, 4 and 5 of the act for transactions subject to the 
Maine Consumer Credit Code. The state of Connecticut has applied for an exemp
tion from chapters 2 and 4 of the act for transactions subject to the Connecti
cut Truth in Lending Act. In accordance with Appendix B to Regulation Z (Truth 
in Lending) and Appendix A to Regulation M (Consumer Leasing), the Board is 
publishing notice of the applications, with opportunity for comment.

DATE: Comments must be received on or before June 15, 1982.

ADDRESS: Comments should be mailed to the Secretary, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551, or delivered to Room B-2223, 
20th and Constitution Avenue, N.W., Washington, D.C., between 8:45 a.m. and 
5:15 p.m. Comments may be inspected in Room B-1122 between 8:45 a.m. and 5:15 
p .m.

FOR FURTHER INFORMATION CONTACT: Rugenia Silver, Lynn Goldfaden or Clarence
Cain, Staff Attorneys, Division of Consumer and Community Affairs, Board of 
Governors of the Federal Reserve System, Washington, D.C. 20551 at (202) 
452-3667 or (202) 452-3867.

SUPPLEMENTARY INFORMATION: (1) General. Sections 123, 171, and 186 of the
Truth in Lending Act direct the Board to exempt from the act's requirements 
transactions that are subject to comparable state law requirements, if certain 
conditions are met. For purposes of chapter 2 of the statute (truth in lending 
disclosures), the Board is directed to grant an exemption if it determines that 
the state law imposes requirements "substantially similar" to those imposed 
under chapter 2 and that there is "adequate provision for enforcement." The 
exemption standards for chapter 4 (fair credit billing) and chapter 5 (consumer 
leasing) are identical to those for chapter 2, with two modifications. Section 
171(b), which sets forth exemption criteria for chapter 4, authorizes the Board 
to consider whether a state law gives "greater protection to the consumer," 
while § 186(b), addressing the exemption criteria for chapter 5, authorizes 
the Board to consider whether the state law gives "greater protection and 
benefit to the consumer."
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The Truth in Lending Act was substantially revised by Congress on 
March 31, 1980 (Title VI of the Depository Institutions Deregulation and Mone
tary Control Act of 1980, Pub. L. 96-221). Prior to the revision of the act 
five states -- Maine, Massachusetts, Connecticut, Wyoming and Oklahoma -- had 
been granted exemptions from chapter 2 of the Truth in Lending Act. As of 
October 1, 1982, those exemptions will expire.

The revised act was to become mandatory on April 1, 1982. Subsequent 
to the filing of the requests for exemptions from the states of Maine and 
Connecticut, the effective date of the act was changed to October 1, 1982 (Title 
III of the International Banking Facility Deposit Insurance Act, Pub. L. 97- 
110, 95 Stat. 1513). If granted, the new exemptions will become effective 
October 1, 1982. If the requests for exemption are denied or the state law 
upon which the original exemption was granted is repealed prior to the granting 
of a new exemption, creditors in that state will be expected to be in compliance 
with the revised federal regulation as of October 1, 1982.

The state of Maine, through its Bureau of Consumer Protection, has 
applied for an exemption from the requirements of chapters 2, 4 and 5 of the 
revised federal statute and Regulation Z (Truth in Lending) and M (Consumer 
Leasing). The application contains the complete text of the Maine Consumer 
Credit Code, the adoption by reference of revised Regulation Z, an analysis of 
the provisions of state law in relation to the Truth in Lending Act and Regula
tions Z and M, and information regarding the enforcement activities of Maine's 
Bureau of Consumer Protection.

The state of Connecticut, through its Banking Commissioner, has 
applied to the Board for an exemption from the requirements of chapters 2 and 4 
of the revised federal statute and Regulation Z (Truth in Lending). The Connec
ticut statute contains a section on consumer leasing, but the state is not at 
this time requesting an exemption from the requirements of chapter 5 and Regula
tion M (Consumer Leasing). The application contains the complete text of the 
Connecticut Truth in Lending Act, the adoption by reference of revised Regula
tion Z and of all provisions of the federal statute not set forth in the state 
act, an analysis of the provisions of state law in relation to the Truth in 
Lending Act, and information regarding the enforcement activities of Connecti
cut's Consumer Protection Division.

In accordance with Appendix B to Regulation Z and Appendix A to 
Regulation M, the Board is publishing for comment notice of the applications 
for exemption, which it has tentatively determined should be granted. Subject 
to the Board's Rules Regarding Availability of Information (12 CFR Part 261), 
copies of the Maine and Connecticut applications are available from the Board 
in Washington or from the Federal Reserve Bank of Boston.

[NOTE: The remainder of this notice may be obtained from the Federal Reserve
Board or the Federal Reserve Banks.]
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FEDERAL RESERVE SYSTEM

12 CFR Part 226 

[Reg. Z; Doc. No. R-0395]

TRUTH IN LENDING

Notice of Intent to Make a Determination of Effect on State Laws 
(Arizona, Florida, Missouri, and South Carolina)

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Notice of intent to make a preemption determination.

SUMMARY: In accordance with Appendix A to 12 CFR Part 226 (46 FR 20906,
April 7, 1981) and in response to five requests, the Federal Reserve Board is 
publishing for comment a notice that a determination will be made as to whether 
certain state laws are inconsistent with the Truth in Lending Act or Regulation 
Z and therefore preempted. The laws of four states, Arizona, Florida (two 
requests), Missouri, and South Carolina, are the subject of the requests.
The Board intends that any determinations that provisions of these state laws 
are preempted, which would trigger the prohibition against giving such preempted 
disclosures, will have an effective date of October 1, 1983.

This notice includes a discussion of the relationship between the 
federal law and certain laws in the states mentioned above. The state laws are 
assessed in terms of their consistency or inconsistency with the federal law.
The notice also includes a chart listing the laws reviewed and the proposed 
determination as to each provision. In addition, alternative procedures are 
outlined that the Board might follow in taking action on other states' laws 
that are not the subject of these particular determinations.

DATE: Comments must be received on or before June 15, 1982.

ADDRESS: Comments should be mailed to the Secretary, Board of Governors of the 
Federal Reserve System, Washington, D.C. 20551, or delivered to Room B-2223, 
20th and Constitution Avenue, N.W., Washington, D.C., between 8:45 a.m. and 
5:15 p.m. Comments may be inspected in Room B-1122 between 8:45 a.m. and 
5:15 p.m.

FOR FURTHER INFORMATION CONTACT: Lynn Goldfaden, Rugenia Silver, or Clarence
Cain, Staff Attorneys, Division of Consumer and Community Affairs, Board of 
Governors of the Federal Reserve System, Washington, D.C. 20551, at (202) 
452-3667 or (202) 452-3867.

SUPPLEMENTARY INFORMATION: (1) General. Section 111(a)(1) of the Truth in
Lending Act authorizes the Board to determine whether any inconsistency exists 
between chapters 1, 2, and 3 of the federal act or regulation and any state law
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relating to the disclosure of information in connection with consumer credit 
transactions. If the Board determines that a state-required disclosure is 
inconsistent with the federal law, the state law is preempted to the extent of 
the inconsistency, and creditors in that state may not make disclosures using 
the inconsistent term or form.

Section 226.28(a)(1) of Regulation Z, which implements § 111 of the 
act, provides that state requirements are inconsistent with the federal pro
visions if the state law requires a creditor to make disclosures or take 
actions that contradict the federal law. As provided in § 226.28(a)(1), an 
example of a contradictory state law is one that requires the use of the same 
term for a different amount or a different meaning than the federal law, or 
one that requires the use of a term different from the federal term to describe 
the same item.

In the Board's view, the congressional scheme contemplates that a 
state law is contradictory, and therefore preempted, if it interferes with the 
intent of the federal scheme. Those state laws that do not interfere with the 
federal scheme would be left in place. Moreover, the fact that a state law 
requires information beyond the disclosures called for by Truth in Lending or 
imposes procedural requirements beyond those imposed by Truth in Lending will 
not, in and of itself, trigger federal preemption of that state law. How
ever, a state disclosure or procedural requirement would be preempted if it 
significantly impeded the operation of the federal law or interfered with the 
purposes of the federal statute. Applying this principle, state provisions on 
disclosure of the cost of credit, analogous to the finance charge or annual 
percentage rate disclosures under Regulation Z, will be reviewed more strictly; 
since these disclosures are particularly significant, any contradiction of the 
corresponding federal disclosure would interfere with the intent of the federal 
scheme.

If the Board determines that a state law is inconsistent with, and 
therefore preempted by, federal law, creditors in that state may not make dis
closures using the inconsistent term or form. The Board interprets the provi
sion set forth in § 111(a)(1) of the act, regarding use of the preempted law, 
as an absolute prohibition against giving preempted disclosures at all. Making 
those disclosures, even on a separate document from the federal disclosures, 
would not be permissible. In making preemption determinations, however, the 
Board does not intend to affect the validity of any contract or obligation 
under state law.

When the Board makes a determination of preemption, it will provide 
a transition period for creditors to make the necessary forms changes. Pursuant 
to the timing provisions in § 105(d) of the act, determinations would have an 
effective date of the October 1 that follows the determination by at least 
six months. As permitted by the statute, the Board may lengthen the time if 
necessary for creditors to accommodate new requirements, or it may shorten the 
time if necessary to comply with court findings or to prevent unfair or decep
tive disclosure practices. At their option, creditors may begin complying with 
the new requirements prior to the effective date.
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(2) Impact of preemption determination on similar laws in other 
states. Although the preemption requests that are the subject of this notice 
arise from specific laws in four states, similar or identical provisions exist 
in the laws of other states. The question arises as to what impact, if any, 
the Board's determination as to a particular state's law should have on similar 
provisions in other state laws that are not the subject of the specific request 
for Board action. For example, the finance charge disclosed under Florida law 
may contradict the federal disclosure, and therefore, the Board proposes to 
determine that it is preempted. Other states may have finance charge provisions 
similar to the Florida law. Moreover, even a determination that a state law
is not preempted may have implications for those other state laws. The Board 
is considering alternative procedures for dealing with this question, including 
those outlined below, and solicits comments on this issue.

1. A determination as to the law of one state would have no effect 
on the validity of a similar provision in another state. A determination as 
to the similar law, for which no request had been made, would await a specific 
request for a determination as to that law. The notice in the Federal Register 
announcing the decision would simply identify in some detail the reasons for the 
determination as to the state law in question, including the specific criteria 
used in the determination. Such notice would indicate that, if asked, the 
Board would make the same determination as to a similar law in another state.

2. A determination made in response to a request for one state's law 
would be applied to similar laws in other states. The Federal Register notice 
pertaining to a particular state law request also would solicit information on 
the existence of similar laws in other states. At the time of publication of 
the final determination as to the particular state law, the similar laws in 
other states would be listed with an indication that those laws will receive 
the same treatment at the close of a subsequent comment period, if no informa
tion is received that supports a different conclusion.

3. Determinations would be made by the Board on its own motion.
The Board would publish for comment a proposed set of preemption criteria, 
even in the absence of a specific preemption request. At the same time, the 
Board would publish examples of the application of those criteria to various 
state laws, although no preemption determination had been solicited, and 
make preemption determinations with regard to types of state laws, after an 
appropriate comment period.

The Board specifically solicits comment on these alternatives, as 
well as on other possibilities or combinations of the alternatives outlined 
above. The Board anticipates that, regardless of the approach chosen, specific 
criteria will be identified for use in later determinations of whether particular 
state laws are preempted. The criteria will be sufficiently specific to allow 
creditors and other interested parties to analyze specific state law provisions 
in light of those criteria. Thus, interested parties may determine for them
selves the likely outcome of a preemption determination request.

(3) Discussion of requests received. In response to five requests, 
the Board is reviewing state law provisions in Arizona, Florida (two requests), 
Missouri, and South Carolina. The requests are available for public inspection 
and copying, subject to the Board's Rules Regarding Availability of Information
(12 CFR Part 261 ).
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Arizona. The Board has been asked to examine the Arizona Motor 
Vehicle Time Sales Disclosure Act, Chapter 2.1. The request specifically 
addresses § 44-237; the requesting party believes that the terminology require
ments in this section are inconsistent with the federal closed-end credit pro
visions, § 128 of the federal act and § 226.18 of Regulation Z. Sections 
44-287 B.1.-7. set forth the items that must be included in a contract for the 
sale of a motor vehicle, such as the cash price, the amount and type of downpay
ment, and the amount of the finance charge and the rate at which it is computed.

As a general rule, a state law is not inconsistent with federal law 
simply because it requires that the contract provide more information about a 
transaction than is required in the federal disclosures. Of course, such 
additional state disclosures must not appear with the federal disclosures 
segregated in accordance with § 226.17(a) of Regulation Z. So long as the 
state-required information appears elsewhere, however, it normally would not 
be preempted. For example, the insurance information required by § 44-287 B.4. 
of the Arizona law may be given apart from the segregated federal disclosures.

However, other state disclosures may be preempted because they clearly 
contradict the federal disclosures, even if they do not appear with the federal 
disclosures. Four examples of this are contained in the Arizona law, and the 
Board proposes to determine that these provisions are preempted.

First, the disclosure of the rate at which the amount of the finance 
charge is computed (§ 44-287 B.6.) is the same as the annual percentage rate 
disclosure in § 226.18(e) of Regulation Z. Second, the time balance disclosure 
(§ 44-287 B.7.) is equivalent to the total of payments disclosure in § 226.18(h). 
Third, the final cash price balance disclosure (§ 44-287 B.5.) is equivalent 
to the amount financed disclosure required by § 226.18(b). These state dis
closures require the use of specific terminology, and would be preempted by the 
federal law in these three cases, since the two laws require different terms 
to describe the same item. Consequently, these state disclosures could not be 
made; their federal counterparts would be given with the federal disclosures, 
using the terms "annual percentage rate," "total of payments," and "amount 
financed."

Section 44-287 B.7. requires disclosure of the number of installments 
and the amount and due date of each. Although the Board proposes to determine 
that the time balance disclosure in this paragraph is preempted, the other dis
closures in § 44-287 B.7. are not preempted. They are consistent with the 
payment schedule disclosure required by § 226.18(g) of Regulation Z. A provi
sion is preempted only to the extent of the inconsistency.

Finally, the Board proposes to determine that Arizona's finance 
charge disclosure (§ 44-287 B.6.) also is preempted. The state's law contains 
no provision comparable to § 226.4 of Regulation Z detailing the items included 
in or excluded from the finance charge. Therefore, it is likely that the 
amount computed and disclosed under Arizona law would contradict the amount 
computed and disclosed under the federal law. Since the same term is used for 
different amounts, the state disclosure would be preempted. Creditors would 
disclose the finance charge in accordance with the rules specified in the 
federal law.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



5

Preemption of the finance charge disclosure would have no effect on 
state requirements (such as those found in § 44-291) covering maximum rates 
that may be charged and on any other cost-of-credit rules unrelated to disclo
sure.

As discussed above and pursuant to the authority granted in 15 U.S.C. 
1610, the Board proposes to determine that the following provisions of the 
Arizona law are preempted:

° § 44-287 B.5. -- The final cash price balance disclosure.

o § 44-287 B.6. -- The amount of the finance charge and the 
rate at which it is computed.

o § 44-237 B.7. -- The time balance disclosure.

Florida. The Board has been asked to determine whether the disclo
sure requirements of Florida Statute 520, Retail Installment Sales, Parts I 
and II, are inconsistent and contradict the requirements of Regulation Z.
Part I covers motor vehicle sales financing, and Part II deals with retail 
installment sales.

Some differences exist between the contractual disclosures required 
by § 520.07(2) and 520.34(2) of the state law and the closed-end credit dis
closures required by § 128 of the federal act and § 226.18 of Regulation Z.
The state requires disclosure of the cash price, downpayment, and the amount 
of licenses, taxes, and official fees. Sections 226.18(j) and (o) of Regula
tion Z require disclosure of any downpayment and certain fees, respectively; 
the cash price is not a required federal disclosure. With regard to the down- 
payment disclosure, the Board notes that the downpayment disclosed under both 
the federal and state schemes should be the same amount. Moreover, the federal 
law, unlike the state law, requires no specific terminology for the downpayment 
information; therefore, no conflict arises as to terminology. In regard to 
the disclosures for fees, neither the federal nor the state provision mandates 
any particular terminology. In the Board's view, the state disclosures dis
cussed in this paragraph are not inconsistent with the Truth in Lending disclo
sures, and the Board proposes to determine that these provisions are not 
preempted.

The amount financed disclosure required by §§ 520.07(2)(f) and 
520.34(2)(f) of the state law calls for a different figure than the amount 
financed disclosed under § 226.18(b). Florida law makes no provision for 
amounts paid separately in cash at the outset of the transaction for insurance, 
licenses, taxes, official fees, or other items. Under the federal law, such 
amounts either might be excluded from the disclosures completely or might con
stitute prepaid finance charges that are deducted in arriving at the amount 
financed. Since the state law makes no provision for such a situation, the 
amount financed would include these charges. However, the Board proposes to 
determine that the disclosure is not preempted, since the amount financed is 
not a state-required term.
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The same result applies to the state-required disclosure of deferred 
payment price, similar to the total sale price disclosure under federal law.
The Board proposes to determine that the state term is not preempted, since 
its use is not required.

Sections 520.07(2)(c) and 520.34(2)(c) require the disclosure of the 
difference between the cash price and the downpayment, referred to as the 
"unpaid balance of cash price." It is possible that this amount could be the 
same as the amount financed disclosed under § 226.18(b) of Regulation Z. The 
Board proposes to determine that these provisions are preempted, since they 
require use of a different term for what may be the same amount required to 
be disclosed under federal law.

Sections 520.02(8) in Part I and 520.31(11) in Part II contain simi
lar provisions defining the finance charge to be disclosed under §§ 520.07(2)(g), 
520.34(2)(g), and 520.35(2)(d). (The latter section requires disclosures for 
revolving accounts.) The provisions defining the finance charge differ from the 
federal finance charge provisions in § 106 of the act and § 226.4 of Regulation 
Z. The Board has identified three variations in the state finance charge defini
tion that contradict the federal provision and appear to require preemption of 
the state disclosure provisions. First, unlike § 106(e) and § 226.4(c)(7), the 
state law contains no exclusions from the finance charge for fees in a trans
action secured by real property or in a residential mortgage transaction. The 
finance charge disclosed under state law would include items (such as title 
examination fees, title insurance, and notary fees under § 226.4(c)(7) of 
Regulation Z) that the federal law would exclude.

Second, under the state law, taxes, if itemized and disclosed, may be 
excluded from the finance charge at the creditor's option. The federal law does 
not contain such a broad provision, although § 226.4(e)(1) provides a similar 
option for certain types of taxes. Thus, the state disclosure may both include 
taxes excluded under federal law and exclude taxes included under federal law.
For example, a documentary stamp tax is excluded from the finance charge under 
federal law. (See Comment 4(a)-3 in the Regulation Z Official Staff Staff Com
mentary.) Unless such a charge is itemized and disclosed in accordance with 
Florida law, the tax would be included in the finance charge.

Third, the state provisions allow the exclusion from the finance 
charge of any type of charge which is not for credit, if the exclusion is 
approved by the state department of banking and finance and if the charge is 
itemized and disclosed. Such exclusions could cause the finance charge to be 
different from the amount under federal law.

Therefore, the amount of the finance charge computed and disclosed 
under state law could differ from the amount computed and disclosed under 
the federal provision. Although use of the state term is not required, the 
amount itself could contradict the federal law. Disclosure of the state 
amount, regardless of the terminology used, would significantly interfere 
with the federal scheme by detracting from the federally-required finance 
charge disclosure. The Board proposes to determine that §§ 520.07(2)(g), 
520.34(2)(g), and 520.35(2)(d), which require disclosure of the amount of the 
finance charge, are preempted. Consequently, creditors would disclose the 
charge in accordance with the federal provisions. Disclosure of the charge as 
computed under state law would be prohibited.
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The requirements in § 520.07(2)(g) to disclose a description of each 
amount included in the finance charge and in § 520.35(2)(d) to itemize the fi
nance charge would not be preempted, since they do not contradict any required 
federal disclosure. Similarly, the Board would not make a finding of preemp
tion with regard to the finance charge definition provisions themselves 
(§§ 520.02(8) and 520.31(11)) or any other finance charge rules that do not 
relate to disclosure.

Sections 520.07(2)(h) and 520.34(2)(h) require that the contract dis
close the total of payments, using that term, and the payment schedule (the 
number of installments and the amount and due date of each). The disclosures 
correspond to § 226.18(h) of Regulation Z, the total of payments disclosure, 
and § 226.18(g), the payment schedule disclosure. The state law requires use 
of the same term as the federal law, that is, total of payments, for what may 
be a different amount than that disclosed under federal law. Therefore, the 
Board proposes to determine that the total of payments disclosure provisions 
are preempted. The payment schedule disclosure would not be preempted, since 
it does not contradict its counterpart in the federal law.

As discussed above and pursuant to the authority granted in 15 U.S.C. 
1610, the Board proposes to make a determination of preemption with regard to 
the following provisions of Florida law:

° §§ 520.07(2)(c) and 520.34(2)(c) -- The disclosure of unpaid
balance of cash price.

o §§ 520.07(2)(g), 520.34(2)(g), and 520.35(2)(d) —  The finance 
charge disclosure.

° §§ 520.07(2)(h) and 520.34(2)(h) -- The total of payments
di sclosure.

Missouri . The Board has been asked to determine whether or not certain 
provisions of Missouri law are inconsistent with the federal law. The subjects 
of the request are § 365.070 on motor vehicle time sales and § 408.260 on re
tail credit sales of all other goods. The two sections contain almost iden
tical disclosure requirements.

The first contradictions of federal law by Missouri law are found in 
§§ 365.070-6(10) and 408.260-5(7); the former is a disclosure for the time 
price differential (defined in § 365.020(14)), the latter for the time charge 
(defined in § 408.250(17)). Both of these disclosures, which refer to the 
cost of credit, correspond to the federal finance charge disclosure found in 
§ 106 of the federal act and in § 226.4 of Regulation Z. However, unlike 
§ 226.4 of Regulation Z, neither provision details the items included in or 
excluded from the charge. Under § 226.4(c)(1), for example, application fees 
charged to all applicants for credit are not finance charges.

Therefore, it is likely that the amounts computed and disclosed under 
state law would contradict the amount computed and disclosed under the federal 
provision. As discussed in regard to Florida law, although the state terms are 
not required to be used, the items themselves, that is, the cost of credit that 
is different in amount from the cost as determined under federal law, contradict
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the federal law. Disclosure of the state items, regardless of the terminology 
used, would significantly interfere with the federal scheme by detracting from 
the federally-mandated disclosure of the cost of credit. Consequently, the 
Board proposes to determine that §§ 365.070-6(10) and 408.260-5(7) are preempted. 
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The remaining disclosures required in §§ 365.070 and 408.260 do not con
tradict the federal law, and therefore, the Board proposes to determine that they 
are not preempted.

As discussed above and pursuant to the authority granted in 15 U.S.C. 
1610, the Board proposes to determine that the following provisions of Missouri 
1 aw are preempted:

° § 365.070-6(10) -- The time price differential disclosure,

o § 408.260-5(7) -- The time charge disclosure.

South Carolina. The final request involves S.C. Code Ann. f?§ 37-5-203 
and 37-5-204.

Section 37-5-203 deals with civil liability for violation of disclo
sure requirements. This provision requires a creditor to correct an error with
in 15 days after discovering it in order to avoid civil liability for a viola
tion of the state law. Section 130(b) of the federal act allows 60 days for 
such action. In the Board's view, the state provision does not contradict the 
federal one, and therefore, would not be preempted. The provision simply gives 
a consumer a separate action under state law for violations of its credit dis
closure provisions.

Section 37-5-204, which provides a right to rescind certain credit 
transactions under state law, contains some differences from the federal re
scission provision. The state provision covers only security interests in real 
property, rather than any property that constitutes a principal dwelling, as 
provided by § 125 of the federal act and § 226.23 of Regulation Z. The state 
law also requires the creditor to take certain actions (for example, the credi
tor must return money or property given by the debtor) within 10 days after 
receiving a rescission notice, rather than 20 days as allowed by federal law.
The state law exempts fewer transactions; that is, more transactions are 
rescindable than under federal law. Finally, the South Carolina law, unlike 
the federal, contains no expiration date for the right of rescission if the 
required disclosures are not given.

These state requirements do not contradict the federal law. There
fore, pursuant to the authority granted in 15 U.S.C. 1610, the Board proposes 
to determine that these provisions are not preempted.

[NOTE: The remainder of this notice, chiefly tabular presentation of much of
the foregoing analysis of the state laws under consideration, is available 
from the Federal Reserve Board or the Federal Reserve Banks.]
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FEDERAL RESERVE SYSTEM

12 CFR Part 265 

[Docket No. R-0393]

RULES REGARDING DELEGATION OF AUTHORITY 

Rescission of Authority to Grant Exemptions

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Final rule.

SUMMARY: The Board is amending its Rules Regarding Delegation of Authority
to rescind the authority delegated to the Director of the Division of Consumer 
and Community Affairs to grant state exemptions from the requirements of the 
Truth in Lending Act and the Electronic Fund Transfer Act.

List of Subjects in 12 CFR Part 265
Authority delegations (Government agencies); Banks, banking; Federal 

Reserve System

EFFECTIVE DATE: April 19, 1982.

FOR FURTHER INFORMATION CONTACT: Rugenia Silver, Staff Attorney, Division of
Consumer and Community Affairs, Board of Governors of the Federal Reserve 
System, Washington, D.C. 20551, (202) 452-3867.

SUPPLEMENTARY INFORMATION: (1) In 1975 and 1980, respectively, the Board
delegated authority to the Director of the Division of Consumer and Community 
Affairs to grant state exemptions from the requirements of the Truth in Lending 
Act of 1969 and the Electronic Fund Transfer Act. The Board has decided, 
however, that under the provisions of the Federal Reserve Act, delegation of 
authority to grant exemptions is not appropriate, and, in light of the limited 
number of requests for state exemptions, is unnecessary. Therefore, the 
Board has amended the Rules Regarding Delegation of Authority by rescinding 
the authority delegated to the Director of the Division of Consumer and Community 
Affairs to grant state exemptions from the Truth in Lending Act (12 CFR 265.2(h)(2)) 
and the Electronic Fund Transfer Act (12 CFR 265.2(h)(4)(ii)).

[NOTE: The remainder of this notice may be obtained from the Federal Reserve
Board or the Federal Reserve Banks.]
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Exemptions To Truth in Lending Act

[Reg. Z; Doe. No. R-0395]

Truth in Lending; Intent To Make a 
Determination of Effect on State Laws 
(Arizona, Florida, Missouri, and South 
Carolina)
a g e n c y : Board of Governors of the 
Federal Reserve System. 
a c t io n :  Notice of intent to make a 
preemption determination.

s u m m a r y :  In accordance w ith  A ppendix  
A  to 12 CFR Part 225 (48 FR 20906, April 
7,1981) and in response to five requests, 
the Federal R eserve Board is publishing  
for com m ent a notice that a 
determ ination w ill be m ade as to 
w hether certain state law s are 
inconsistent w ith the Truth in Lending 
A ct or Regulation Z and therefore 
preempted. The law s of four states, 
Arizona, Florida (tw o requests),
M issouri, and South Carolina, are the 
subject of the requests. The Board 
intends that any determ inations that 
provisions of these state law s are 
preem pted, w hich w ould  trigger the 
prohibition against giving such  
preem pted d isclosures, w ill have an 
effective date of O ctober 1,1983.

This notice includes a d iscussion  of 
the relationship betw een  the federal law  
and certain law s in the sta tes m entioned  
above. The state law s are a sse ssed  in 
terms of their con sisten cy  or 
inconsistency  w ith  the federal law . The 
notice a lso  includes a chart listing the 
law s rev iew ed  and the proposed  
determ ination as to each  provision. In 
addition, alternative procedures are 
outlined that the Board might fo llow  in 
taking action on other sta tes’ law s that 
are not the subject o f these particular 
determ inations.
d a t e : C om m ents must be received  on or 
before June 15,1982.
ADDRESS: Com m ents should be m ailed  
to the Secretary, Board of G overnors of 
the Federal R eserve System ,
W ashington, D.C. 20551, or delivered  to 
Room B-2223, 20th and C onstitution  
A venue, N.W ., W ashington, D.C., 
betw een  8:45 a.m. and 5:15 p.m. 
Com m ents may be inspected  in Room B - 
1122 betw een  8:45 a.m. and 5:15 p.m.
FOR FURTHER INFORMATION CONTACT 
Lynn Goldfaden, Rugenia Silver, or 
C larence Cain. Staff A ttorneys, D ivision

of Consum er and Community Affairs, 
Board of Governors o f the Federal 
R eserve System , W ashington, D.C.
20551. at (202) 452-3667 or (202) 452- 
3867.
SUPPLEMENTARY INFORMATION: (1)
General Section  111(a)(1) o f the Truth in 
Lending A ct authorizes the Board to 
determ ine w hether any in con sisten cy  
ex is ts  b etw een  chapters 1, 2. and 3 of 
the federal act or regulation and any  
state law  relating to the disclosure of  
inform ation in connection  w ith  
consum er credit transactions. If the 
Board determ ines- that a state-required  
disclosure is inconsistent w ith the 
federal law , the state law  is preem pted  
to the extent o f the inconsistency , and  
creditors in that state may not m ake 
disclosures using the inconsistent term  
or form.

Section  228.28(a)(1) o f Regulation Z. 
w hich im plem ents Section  111 of the act, 
provides that state requirem ents are 
inconsistent w ith the federal provisions 
if the state law  requires a creditor to 
make d isclosures or take actions that 
contradict the federal law . A s provided  
in Section  228.28(a)(1), an exam ple o f a 
contradictory state law  is one that 
requires the use of the sam e term for a 
different am ount or a different m eaning  
than the federal law , or one that 
requires the use of a term different from 
the federal term to describe the sam e  
item.

In the Board’s v iew , the congressional 
schem e contem plates that a state law  is 
contradictory, and therefore preempted, 
if it interferes w ith the intent of the 
federal schem e. T hose state law s that 
do not interfere w ith the federal schem e  
w ould  be left in place. M oreover, the 
fact that a state law  requires 
information beyond  the d isclosures  
called  for by the Truth in Lending or 
im poses procedural requirem ents 
beyond those im posed by Truth in 
Lending w ill not, in and of itself, trigger 
federal preem ption o f that state law . 
H ow ever, a state d isclosure or 
procedural requirem ent w ould  be 
preem pted if it significantly im peded the 
operation of the federal law  or 
interfered w ith the purposes of the 
federal statute. Applying this principle, 
state provisions on disclosure of the cost  
of credit, analogous to the finance  
charge or annual percentage rate

disclosures under Regulation Z, will be 
reviewed more strictly; since these 
disclosures are particularly significant 
any contradiction of the corresponding 
federal disclosure would interfere with 
the intent of the federal scheme.

If the Board determines that a state 
law is inconsistent with, and therefore 
preempted by, federal law, creditors in 
that state may not make disclosures 
using the inconsistent term or form. The 
Board interprets the provision set forth 
in section 111(a)(1) of the act regarding 
use of the preemepted law, as an 
absolute prohibition against giving 
preempted disclosures at all. Making 
those disclosures, even on a separate 
document from the federal disclosures, 
would not be permissible. In making 
preemption determinations, however, 
the Board does not intend to affect the 
validity of any contract or obligation 
under state law.

W hen the Board m akes a 
determ ination o f preem ption, it w ill 
provide a transition period for creditors 
to m ake the n ecessary  forms changes. 
Pursuant to the timing provisions in 
section  105(d) o f the a c t  determ inations  
w ould  h a v e  an effective date o f the 
O ctober 1 that fo llow s the determ ination  
by at least six  months. A s perm itted by  
the statute, the Board m ay lengthen the 
time if n ecessary  for creditors to 
accom m odate new  requirem ents, or it 
m ay shorten the time if n ecessary  to 
com ply w ith court findings or to prevent 
unfair or deceptive d isclosure practices. 
At their option, creditors m ay begin  
com plying w ith the new  requirem ents 
prior to the effective date.

(2) Im pact o f  p reem p tio n  
determ in a tion  on s im ila r  la w s  in o th er  
s ta te s . Although the preem ption  
requests that are the subject of this 
notice arise from specific law s in four 
states, similar or identical provisions  
exist in the law s of other states. The 
question arises as to w hat im pact, if 
any. the Board’s determ ination as to a 
particular sta te ’s law  should have on  
sim ilar provisions in other state law s  
that are not the subject of the specific  
request for Board action. For exam ple, 
the finance charge d isc losed  under 
Florida law  m ay contradict the federal 
disclosure, and therefore, the Board 
proposes to determ ine that it is 
preem pted. Other states m ay have
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finance charge provisions similar to the 
Florida law. Moreover, even a 
determination that a state law is not 
preempted may have implications for 
those other state laws. The Board is 
considering alternative procedures for 
dealing with this question, including 
those outlined below, and solicits 
comments on this issue.

1. A determination as to the law of 
one state would have no effect on the 
validity of a similar provision in another 
state. A  determination as to the similar 
law, for which no request had been 
made, would await a specific request for 
a determination as to that law. The 
notice in the Federal Register 
announcing the decision would simply 
identify in some detail the reasons for 
the determination as to the state law in 
question, including the specific criteria 
used in the determination. Such notice 
would indicate that, if asked, the Board 
would make the same determination as . 
to a sim ilar law in another state.

2. A determination made in response 
to a request for one state’s law would be 
applied to s im ilar laws in other states. 
The Federal Register notice pertaining to 
a particular state law request also 
would solicit information on the 
existence of s im ilar laws in other states. 
At the time of publication of the final 
determination as to the particular state 
law, the s im ilar laws in other states 
would be listed with an indication that 
those laws will receive the same 
treatment at the close of a subsequent 
comment period, if no information is 
received that supports a different 
conclusion .

3. D eterm inations w ould  be m ade by  
the Board on its ow n  m otion. The Board 
w ould  publish for com m ent a proposed  
set of preem ption criteria, even  in the 
ab sen ce o f a specific  preem ption  
request. A t the sam e time, the Board 
w ould  publish exam ples o f the 
application  of those criteria to various 
state law s, although no preem ption  
determ ination had been  solicited , and  
m ake preem ption determ inations w ith  
regard to types o f state law s, after an 
appropriate com m ent period.

The Board specifica lly  solicits  
com m ent on these alternatives, as w ell 
as on other p ossib ilities or com binations 
of the a lternatives outlined above. The 
Board an ticipates that, regardless of the 
approach chosen , specific  criteria w ill 
be identified  for use in later  
determ inations of w hether particular 
state  law s are preem pted. The criteria 
w ill be suffic ien tly  sp ecific  to a llow  
creditors and other in terested  parties to 
an a lyze  sp ecific  state  law  provisions in 
light o f those criteria. T h u s , in terested  
parties m ay determ ine for th em selves  
the likely outcom e of a preem ption  
determ ination request.

(3) Discussion of requests received. In 
response to five requests, the Board is 
reviewing state law provisions in 
Arizona, Florida (two requests), 
Missouri, and South Carolina. The 
requests are available for public 
inspection and copying, subject to the 
Board’s Rules Regarding Availability of 
Information (12 CFR Part 261).

Arizona. The Board has been asked to 
examine the Arizona Motor Vehicle 
Time Sales Disclosure Act, Chapter 2.1. 
The request specifically addresses 
Section 44-287; the requesting party 
believes that the terminology 
requirements in this Section are 
inconsistent with the federal closed-end 
credit provisions. Section 128 of the 
federal act and Section 228.18 of 
Regulation Z. Sections 44-287 B.1.-7. set 
forth the items that must be included in 
a contract for the sale of a motor 
vehicle, such as the cash price, the 
amount and type of downpayment, and 
the amount of the finance charge and 
the rate at which it is computed.

As a general rule, a state law is not 
inconsistent with federal law simply 
because it requires that the contract 
provide more information about a 
transaction than is required in the 
federal disclosures. Of course, such 
additional state disclosures must not 
appear with the federal disclosures 
segregated in accordance with Section 
228.17(a) of Regulation Z. So long as the 
state-required information appears 
elsewhere, however, it normally would 
not be preempted. For example, the 
insurance information required by 
Section 44-287 B.4. of the Arizona law 
may be given  apart from the segregated 
federal disclosures.

H ow ever, other state d isclosures may  
be preem pted b ecau se they clearly  
contradict the federal d isclosures, even  
if they do not appear w ith the federal 
disclousures. Four exam ples of this are 
contained  in the A rizona law , and the 
Board proposes to determ ine that these  
provisions are preem pted.

First, the disclosure of the rate at 
w hich the amount o f the finance charge 
is com puted (Section 44-287 B.0.) is the 
sam e as the annual percentage rate 
disclosure in Section 226.18(e) of 
R egulation Z. Second, the time balance  
disclosure (Section 44-287 B.7.) is 
equivalent to the total of paym ents 
disclosure in Section  228.18(h). Third, 
the final cash  price balance disclosure  
(Section 44-287 B.5.) is equivalent to the 
am ount financed d isclosure required by  
Section  228.18(b). T hese state  
disclosures require the use of specific  
term inology, and w ould be preem pted  
by the federal law  in these three cases, 
since the tw o law s require different 
terms to describe the sam e item. 
C onsequently, these state d isclosures

could not be made; their federal 
counterparts would be given with the 
federal disclosures, using the terms 
“annual percentage rate,” “total of 
payments,” and “amount financed.”
' Section 44-287 B.7. requires disclosure 
of the number of installments and the 
amount and due date of each. Although 
the Board proposes to determine that the 
time balance disclosure in this 
paragraph is preempted, the other 
disclosures in Section 44-287 B.7. are not 
preempted. They are consistent with the 
payment schedule disclosure required 
by Section 228.18(g) of Regulation Z. A  
provision is preempted only to the 
extent of the inconsistency.

Finally, the Board proposes to 
determine that Arizona’s finance charge 
disclosure (Section 44-287 B.8.) also is 
preempted. The state’s law contains no 
provision comparable to Section 228.4 ot 
Regulation Z detailing the items 
included in or excluded from the finance 
charge. Therefore, it is likely that the 
amount computed and disclosed under 
Arizona law would contradict the 
amount computed and disclosed under 
the federal law. Since the same term is 
used for different amounts, the state 
disclosure would be preempted.
Creditors would disclose the finance 
charge in accordance with the rules 
specified in the federal law.

Preemption of the finance charge 
disclosure would have no effect on state 
requirements (such as those found in 
Section 44-291) covering maximum rates 
that may be charged and on any other 
cost-of-credit rules unrelated to 
disclosure.

A s d iscussed  above and pursuant to 
the authority granted in 15 U.S.C. 1610, 
the Board proposes to determ ine that the 
follow ing provisions of the A rizona le.w 
are preempted;
• Section  44-287 B.5.— The final cash

price balance disclosure.
• Section  44-287 B.6.— The amount o f

the finance charge and the rate at
w hich it is computed.

• Section 44—287 B.7.—The time balance
disclosure.
F lo r id a .  The Board has been asked to 

determ ine w hether the d isclosure  
requirem ents o f Florida Statute 520,
R etail Installm ent Sales, Parts I and IL 
are inconsistent and contradict the 
requirem ents of Regulation Z. Part I 
covers motor veh icle sa les financing, 
and Part II deals w ith retail installm ent 
sa les.

Som e differences exist betw een  the 
contractual disclosures required by  
Sections 520.07(2) and 520.34(2) o f the 
state law  and the closed -end  credit 
disclosures required by Section  128 of 
the federal act and Section 228.18 of 
Regulation Z. The state r eq u ire  
disclosure of the cash price,
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downpayment and the amount of 
licenaes, taxes, and official fees. Section 
228.18 (j) and (o) of Regulation Z 
requires disclosure of any downpayment 
and certain fees, respectively; the cash 
price is not a required federal 
disclosure. With regard to the 
downpayment disclosure, the Board 
notes that the downpayment disclosed 
under both the federal and state 
schemes should be the same amount 
Moreover, the federal law, unlike the 
state law, requires no specific 
terminology for the downpayment 
information; therefore, no conflict arises 
as to terminology. In regard to the 
disclosures for fees, neither the federal 
not the state provision mandates any 
particular terminology. In the Board’s 
view, the state disclosures dismissed in 
this paragraph are not inconsistent with 
the Truth in Lending disclosures, and the 
Board proposes to determine that these 
provisions are not preempted.

The amount financed disclosure 
required by Sections 520.07(2) (f) and 
520.34(2)(f) of the state law calls for a 
different figure than the amount 
financed disclosed under Section 
226.18(b). Florida law makes no 
provision for amounts paid separately in 
cash at the outset of the transaction for 
insurance, licenses, taxes, official fees, 
or other items. Under the federal law, 
such amounts either might be excluded 
from the disclosures completely or might 
constitute prepaid finance charges that 
are deducted in arriving at the amount 
financed. Since the state law makes no 
provision for such a situation, the 
amount financed, would include these 
charges. However, the Board proposes 
to determine that the disclosure is not 
preempted, since the amount financed is 
not a state-required term.

The sam e result applies to the state- 
required disclosure o f deferred paym ent 
price, sim ilar to the total sa le  price 
disclosure under federal law . The Board 
proposes to determ ine that the state  
term is not preem pted, since its use is 
not required.

Sections 520.07(2)(c) and 520.34(2)(c) 
require the disclosure of the difference  
b etw een  the cash  price and the 
dow npaym ent, referred to as the 
"unpaid balance o f cash  price." It is 
p ossib le  that this am ount could be the 
sam e as the am ount financed d isc lo sed  
under Section  228.18(b) of R egulation Z. 
The Board proposes to determ ine that 
these provisions are preem pted, since  
they require use o f a different term for 
w hat m ay be the sam e am ount required  
to be d isc losed  under federal law .

Sections 520.02(8) in Part I and  
520.31(11) in Part II contain  sim ilar 
provisions defining the finance charge to 
be d isc losed  under Sections 520.07(2)(g).

520.34(2)(g), and 520.35(2)(d). (The latter 
section requires disclosures for 
revolving accounts.) The provisions 
defining the finance charge differ from 
the federal finance charge provisions in 
Section 108 of the act and Section 228.4 
of Regulation Z. The Board has 
identified three variations in the state 
finance charge definition that contradict 
the federal provision and appear to 
require preemption of the state 
disclosure provisions. First unlike 
Section 106(e) and Section 226.4(c)(7), 
the state law contains no exclusion from 
the finance charge for fees in a 
transaction secured by real property or 
in a residential mortgage transaction. 
The finance charge disclosed under 
state law would include items (such as 
title examination fees, title insurance, 
and notary fees under Section 228.4(c)(7) 
of Regulation Z) that the federal law  
would exclude.

Second, under the state law, taxes, if 
itemized and disclosed, may be 
excluded from the finance charge at the 
creditor’s option. The federal law does 
not contain such a broad provision, 
although Section 228.4(e)(1) provides a 
similar option for certain types of taxes. 
Thus, the state disclosure may both 
include taxes excluded under federal 
law and exclude taxes included under 
federal law. For example, a 
documentary stamp tax is excluded 
from the finance charge under federal 
law. (See Comment 4(a}-3 in the 
Regulation Z Official Staff 
Commentrary.) Unless such a charge is 
itemized and disclosed in accordance 
with Florida law, the tax would be 
included in the finance charge.

Third, the state provisions a llow  the 
exclusion  from the finance charge of anj 
type of charge w hich  is not for credit, if 
the exclusion  is approved by the state  
departm ent of banking and finance and  
if the charge is item ized and d isclosed . 
Such exclusions could cause the finance 
charge to be different from the amount 
under federal law .

Therefore, the am ount of the finance 
charge com puted and d isc losed  under 
state law  could differ from the amount 
com puted and d isc losed  under the 
federal provision.. Although use of the 
state term is not required, the amount 
itse lf could contradict the federal law . 
D isclosure of the state amount, 
regardless of the term inology used, 
w ould  significantly interfere w ith the 
federal schem e by detraction from the 
federally-required finance charge 
disclosure. The Board proposes to 
determ ine that Sections 520.07(2)(g), 
520.34(2)(g), and 520.35(2)(d), w hich  
require disclosure of the amount of the 
finance charge, are preem pted .

C onsequently, creditor w ou ld  d isc lo se  
the charge in accordance w ith the 
federal provisions. D isclosure o f  the 
charge as com puted under state law  
w ould  be prohibited.

The requirem ents in section  
520.07(2) (g) to d isc lo se  a description o f  
each  am ount included in the finance  
charge and in section  520.35(2) (d) to 
item ize the finance charge w ould not be  
preem pted, since they do not contradict 
any required federal disclosure.
Sim ilarly, the Board w ould not m ake a 
finding of preem ption w ith regard to the 
finance charge definition provisions 
them selves (sections 520.02(a) and  
520.31(11)) or any other finance charge 
rules that do not relate to disclosure.

Sections 520.072(2)(h) and 520.34(2)(h) 
require that the contract d isc lose  the 
total o f paym ents, using that term, and  
the paym ent schedule (the num ber of 
installm ents and the am ount and due 
date o f each). The d isclosures  
correspond to section  226.18(h) o f  
Regulation Z, the total o f paym ents 
disclosure, and section  226.18(g), the 
paym ent schedule disclosure. The state  
law  requires use of the sam e term as the 
federal law , that is, total of paym ents, 
for w hat m ay be a different amount than  
that d isc losed  under federal law . 
Therefore, the Board proposes to 
determ ine that the total of paym ents 
disclosure provisions are preem pted.
The paym ent schedule d isclosure w ould  
not be preempted, since it d oes not 
contradict its counterpart in the federal 
law .

A s d iscussed  above and pursuant to 
the authority granted in 15 U.S.C. 1610, 
the Board proposes to make a 
determ ination of preem ption w ith regard 
to the follow ing provisions of Florida 
law:
• Sections 520.07(2)(c) and 520.34(2)(c)—  

The d isclosure of unpaid balance of 
cash  price.

• Sections 520.07(2)(g), 520.34(2)(g), and  
520.35(2)(d)— The finance charge 
disclosure.

• Sections 520.07(2)(h) and  
520.34(2)(h)— The total of paym ents 
disclosure.
M i s s o u r i .  The Board has been  asked  

to determ ine w hether or not certain  
provisions of M issouri law  are 
inconsistent w ith the federal law . The 
subjects of the request are section  
365.070 on motor veh icle time sa les and  
section  408.260 on retail credit sa les o f  
all other goods. The tw o sections  
contain alm ost identical d isclosure  
requirem ents.

The first contradictions of federal law  
by M issouri law  are found in sections  
365.070-6(10) and 408.280-5(7); the
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former is a disclosure for the time price 
differential (defined in section 
365.020(14), the latter for the time charge 
(defined in section 408.250(17)). Both-of 
these disclosures, which refer to the cost 
of credit correspond to the federal 
finance charge disclosure found in 
section 106 of the federal act and in 
section 228.4 of Regulation Z. However, 
unlike section 226.4 of Regulation Z, 
neither provision details the items 
included in or excluded from the charge. 
Under section 228.4(c)(1), for example, 
application fees charged to all 
applicants for credit are not finance 
charges.

Therefore, it is likely that the amounts 
computed and disclosed under state law  
would contradict the amount computed 
and disclosed under tli6 federal 
provision. As discussed in regard to 
Florida law, although the state terms are. 
not required to be used, the items 
themselves, that is, the cost of credit 
that is different in amount from the cost 
as determined under federal law, 
contradict the federal law. Disclosure of 
the state items, regardless of the 
terminology used, would significantly 
interfere with the federal scheme by 
detracting from the federally-mandated 
disclosure of the cost of credit. 
Consequently, the Board proposes to 
determine that sections 365.070-6(10) 
and 408.260-5(7) are preempted. As a 
result, creditors would disclose the cost 
of credit in accordance with the rules 
specified in the federal law. No

disclosure would be permitted of the 
cost of credit as computed under state 
law. '

Preemption of these state law 
provisions would have no effect on state 
requirements (for example, those found 
in section 365.120) as to maximum rates 
that may be charged, and any other 
cost-of-credit rules that do not relate to 
disclosure.

The remaining disclosures required in 
sections 365.070 and 408.260 do not 
contradict the federal law, and 
therefore, the Board proposes to 
determine that they are not preempted.

As discussed above and pursuant to 
the authority granted in 15 U.S.C. 1610, 
the Board proposes to determine that the 
following provisions of Missouri law are 
preempted;

• Section 365.070-6(10)—The time price
differential disclosure.

• Section 408.280-5(7)—The time charge
disclosure.
South Carolina. The final request 

involves S.C. Code Ann. Sections 37-5- 
203 and 37-5-204.

Section 37-5-203 deals with civil 
liability for violation of disclosure 
requirements. This provisions requires a 
creditor to correct an error within 15 
days after discovering it in order to 
avoid civil liability for a violation of the 
state law. Section 130(b) of the federal 
act allows 60 days for such action. In the 
Board’s view, the state provision does

not contradict the federal one, and 
therefore, would not be preempted. The 
provision simply gives a consumer a 
separate action under state law for 
violations of its credit disclosure 
provisions.

Section 37-5-204, which provides a 
right to_rescind certain credit 
transactions under state law, contains 
some differences from the federal 
rescission provision. The state provision 
covers only security interests in real 
property, rather than any property that 
constitutes a principal dwelling, as 
provided by section 125 of the federal 
act and section 228.23 of Regulation Z. 
The state law also requires the creditor 
to take certain actions (for example, the 
creditor must return money or property 
given by the debtor) within 10 days after 
receiving a rescission notice, rather than 
20 days as allowed by federal law. The 
state law exempts fewer transactions; 
that is, more transactions are 
rescindable than under federal law. 
Finally, the South Carolina law, unlike 
the federal, contains no expiration date 
for the right of rescission if the required 
disclosures are not given.

These state requirements do not 
contradict the federal law. Therefore, 
pursuant to the authority granted in 15 
U.S.C. 1610, the Board proposes to 
determine that these provisions are not 
preempted.

(4) Analysis of state laws. The 
following chart lists the state laws 
reviewed and the proposed action as to 
each provision.

(5) Comment requested. The Board 
specifically requests comment on the 
consistency or inconsistency with the 
federal law of any of the provisions in 
the states’ laws discussed above. In 
addition, the Board welcomes comment 
on any other potential inconsistencies in 
other aspects of the state laws.

By Order of the Board of Governors of the 
Federal Reserve System, April 8,1982.
William W. Wiles,
Secretary of the Board.
[FR Doc. 82-10185 Filed 4-14-82: 8:45 am)
BILLING CODE 6210-01-44
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REASON

ARIZONA MOTOR VEHICLE TIME SALES DISCLOSURE ACT

PROVISION DISPOSITION

44-287 A. - Contract must Identify seller, 
buyer, seller's place of business, buyer's 
residence or place of business, and a descrip
tion of motor vehicle sold •

Not preempted Does not contradict any required federal disclosure

§ 44-287 B.l. - Contract must show cash sale 
price of motor vehicle

Not preempted Cash sale price is not a required federal disclosure

§ 44-T87~B .2~. - Contract must slfow downpayment 
and whether made in money or goods

Not preempted Although the amount discTosed should be the- same" 
under state and federal law, federal law does not 
require any specific terminology

§ 44-287IT.3V - Contract must show difference 
between items 1 and 2 above

Not preempted No specific terminology is required for state dis
closure

§ 44-287 8.4. - Contract must show information 
on insurance

Not preempted Does not contradict any required federal disclosure

§ 44-287 8.5. - Contract must show final casli 
price balance

Preempted Final cash price balance disclosure requires the use 
of a different term than federal law for what may be 
the same as federal disclosure of amount financed

§ 44.287 U.6\ - Contract must show amount of 
finance charge and rate at which it is computed

Preempted Even if not a state-required term, amounts computed 
under state law could include different components 
than the finance charge and annual percentage rate 
computed under federal law

§ 44-287 8.7. - Contract must show time 
balance and payment schedule

(1) Time balance 
disclosure pre
empted

(1) Time balance disclosure requiFes use of a dif
ferent term for what may be the same amount as the 
federal total of payments disclosure

(2) Payment 
schedule disclo
sure not pre
empted

(2) Payment schedule disclosure does not contradict 
any required federal disclosure

§ 44-287 C. - Contract terms need not be in 
sequence set forth above; additional items may be 
included to explain calculations

Not preempted Does not contradict any required federal disclosure

FLORIDA MOTOR VEHICLE SALES FINANCE ACT AND RETAIL INSTALLMENT SALES ACT

PROVISION DISPOSITION REASON

^ r ^ 0 ^ r n T D T ^ O 4 ( T K a 7 ,  A 620*0)' - e x 
tract must be in writing, signed by buyer and 
seller, and complete before being signed by buyer

Not preempted Does not contradict any required federal disclosure

* §§t ?o .oro j tf). 620. J4n7r8TrT~?2iy7^nT“nron-
tract must be in at least 6-point type and con
tain certain notices

Not preempted Not a required federaT dTscTosure
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PROVISION DISPOSITION REASON

FLORIDA MUTUK VEHICLE SALES FINANCE ACT AND RETAIL INSTALLMENT SALES ACT (cont'd)

520.07 fl ) (c) A ‘5204|fJXc)‘ “SelTer must 'pro
vide copy of signed contract; disclosures must he 
given before consummation of transaction; right 
to rescind provided for motor vehicle transac
tions 1

Not preempted Does not contradict any required federal disclosure

§§ 520.07(1 ) (d) , '520.34(1) (dj-, 6 520,35( f) - Con
tract must show identity of buyer and seller, 
place of business of seller, residence or place 
of business of buyer, and under §§ 520.07 and 
520.3$, a description of goods sold

Not preempted Does not contradict any required federal disclosure

520.07(2) (a) A 520.34(2)(a) - Contract must 
show cash price of goods

Not preempted Cash price is not a required federal disclosure

^ ^ ? 0 T( 7y {^ Ar T20 4T 2y rb ') - 'Contract'musT'' 
show downpayment and whether made in money or 
goods x

Not preempted Although the amount disclosed should be the same 
under state and federal law, federal law does not 
require any specific terminology

^ m ' 0 7 ( 7 T C c ' r * ^ ? O 4 T ? J T c T  -Tonfract mus't' 
show unpaid balance of cash price (difference 
between (a) and (b) above)

Preempted Unpaid balance of cash price disclosure requires use 
of a different term than federal law for what may be 
the same amount as the federal disclosure of amount 
financed

W ‘̂ . W ) T c f r  ̂ 20.WJ-r«fr"r^ntrac-t must ' 
show information on insurance

Not preempted Does not contradict any required federal disclosure

§^520.07(2) (e) A 520.34(2)(e) - Contract must 
show amount of license, taxes, and fees

Not preempted Does not contradict any required federal dTscfosure

§§ 520.07(2TPT & 520.34(2)(0 - Contract must 
show amount financed (sum of (c), (d), and (e) 
above)

Not preempted No specific terminology is required for state dis
closure

§§ 520.07 (2)(g) A 520.34(2) To)" - Contract must 
show amount of finance charge; in addition,
§ 520.07(2)(g) requires a description of each 
amount included in finance charge

$^'52*0.07(l ) (li)" A 520.34(2)'(h[ “ ContraTf^"must 
show total of payments and payment schedule

(1) Amount pre
empted

«

(2) Description 
not preempted

(1) Even if not a state-required term, amount com
puted under state law could Include different com
ponents- than finance charge computed under federal 
law

(2) Description Is not a required federal disclosure
0 T  Total of 
payments dis
closure pre
empted

(2) Payment 
schedule dis
closure not 
preempted

(1) Total of payments disclosure requires use of 
the same term as the federal law for what may be a 
different amount from the federal disclosure

(2) Payment schedule disclosure does not contradict 
any required federal disclosure

\

<D
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T —

I'LUKIPA MOfOK VLIHCLL SALES FINANCE ACT AND RETAIL INSTALLMENT SALES ACT (cont'd) 

PROVISION DISPOSITION v REASON

fft m ' t f W O T  ̂  B20.34T?)cry'- 'Contract must " "  
show deferred payment |irice (sum of (a), (d),
(e), and (gj_ above)
5^5?(T.3^Cl) -Topy of account "must be deTTvereiT 
to buyer before the due date of first payment; 
must state amount or method of calculating 
finance charge, or state that finance charge not 
more than that permitted by law will be charged

"Not preempted No specffic terminology is required for state dis
closure

Not preempted Does not contradict any required federal disclosure

§ 520.35(2) - Seller must give monthly or regular 
statements for any period in which there is any 
unpaid balance

Not preempted Does not contradict any required federal disclosure

§ 520.35(2)(a) - Periodic statement must show • 
previous .balance and new balance

Not preempted No specific terminology is required for federal dis
closure f

§ 520.35(2)(b) - Periodic statement must show 
cash price and date of each purchase, unless 
otherwise furnished by sales slip, for example

Not preempted Does not contradict any required federaf disclosure

$ 520.35(2)(c) - Periodic statement must show 
payments and credits

Not preempted No specific terminology is required for FederaT dis
closure

§ 520.35(2)(d) - Periodic statement must show 
amount of finance charge, itemized

(1) Finance 
charge disclo- ' 
sure preempted

(2) Itemization 
not preempted

(1) Even if not a state-required term, amount com
puted under state law could include different com
ponents than finance charge computed under federal 
law

(2) Does not contradict any required federal dis
closure

MISSOURI MOTOR VEHICLE TIME SALES LAW AND RETAIL CREOIT SALES LAW

PROVISION DISPOSITION REASON

§§ 365.070-1 A 400.260-1 - Contract must be in 
writing, signed by buyer and seller, and complete 
before being signed by buyer; negotiable promis
sory note may be required

Not preempted Does not contradict any required federal disclosure
/

§§ 365.070-2 A 400.260-2 - Contract must be in at 
least 0-point type and contain certain notices

Not preempted Not a required federal disclosure

fj§ 365.070-3 - Contract must specify in at least 
10-point bold type that liability insurance is 
not included if that is the case

Not preempted
I

Not a required federaf disclosure

%  365.070-4 A 400.260-3 - Seller must provide 
copy of signed contract; right to rescind pro
vided

Not preempted Does not contradict any required federal dfscTosure

_
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MISSOURI MOTOR VEHICLE TIME SALES LAW AND RETAIL CREDIT SALES LAW (cont'd)

PROVISION DISPOSITION REASON

§(\ 366.070-5 A 400.260-4 - Contract must identify 
buyer and seller, seller's place of business, 
buyer's residence, and goods sold; in addition,
§ 408.260-4 requires that contract describe 
security taken

Not preempted Does not contradict any required federal disclosure

§§ 365.070-6(1) A 408.260-7)^1) - Contract must 
show cash sale price of qoods or services

Not preempted Cash sale price is'not a required federal disclosure

^3F5:070'-Tr2) T^C^760-5(2) - Contract'must 
show downpayment and whether made in money or 
goods

Not preempted-

•

Although the amount disclosed should be the same 
under state and federal law, federal law does not 
require any specific terminology

§§ 365.0713-6(37 A 4 W . 2 W - 5 0 T  -Tontract must 
show difference between (1) and (2) above

Hot preempted No specific terminology is required for state dis
closure

^T^5^J7(r6T4) through 6 (7) A 408.260-5(47 - 
Contract must show information on Insurance

Not preempted Does not contradict any required federal disclosure

§§ 365.07(T6|8) A 408.260-5(5) - Contract must 
show amount of official fees

Not preempted Does not contradict any required federal disclosure

§§ 365.070-6(9) A 408.260-S(6p- Contract must 
show amount of principal balance (in § 365.070, 
sum of 6(3) through 6(8); in § 408.260, sum of 
5(3) through 5(5))

Not preempted No specific terminology is required for state dis
closure

§ 365.070-6(10) - Contract must show 
time price differential;
§ 408.260-5(7) - Contract must show 
time charge

Preempted Even if not a required term, amount computed under 
state law could include different components than 
finance charge computed under federal law

^  165.'iJ7iP&(Trr*TOJT.TffiT^rdr^o^'race musT ' 
show time balance and payment schedule

Not preempted No specific terminology is required for state dis- i 
closure, and disclosures do not contradict any 
required federal disclosure

(J5"3ff.Wll-6(T2y '£ 'ConfrVc'nmust 
show time sale price

Not preempted No specific terminology Is required for state dis
closure ___*_______________________

i
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SOUTH CAROLINA CONSUMER PROTECTION COOE
1

PROVISION DISPOSITION REASON

TFe'cTTtor Has HTcfays affdF dTs'- 
covery of an error to correct It, thus avoiding 
civil liability
/

Not preempted Although federal law allows 60 days to correct error 
to avoid civil liability, state law relates to 
civil liability for state violations, does not 
Impair any right granted by federal TIL, and does 
not hinder compliance with federal TIL

Y3f-T-ZOf Ri ght To "resTfnJ:
(1) Covers security interests In real prop
erty;
(2) Creditor has 10 days from receipt of 
rescission notice to take certain actions;
(3) No expiration date if required disclosures 
not given

Not preempted State provision differs In some respects from 
federal right of rescission, but compliance with 
state law does not affect either creditors' ability 
to comply with federal law or consumers' rights 
under federal law

BILLINQ CODE MIO-OI-C
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[Regs. M and Z; Doc. No. R-0394]

Consumer Leasing, Truth in Lending; 
Exemption Applications From the 
States of Maine and Connecticut
a g e n c y : Board of Governors of the 
Federal Reserve System. 
a c t io n :  Notice of intent to make 
exemption determinations.

s u m m a r y : The Board has received two 
applications for exemption from the 
Truth in Lending Act, as amended in
1980. The state of Maine has applied for 
an exemption from chapters 2, 4 and 5 of 
the act for transactions subject to the 
Maine Consumer Credit Code. The state 
of Connecticut has applied for an 
exemption from chapters 2 and 4 of the 
act for transactions subject to the 
Connecticut Truth in Lending A ct In 
accordance with Appendix B to 
Regulation Z (Truth in Lending) and 
Appendix A to Regulation M (Consumer 
Leasing), the Board is publishing notice 
of the applications, with opportunity for 
comment.

d a t e : Comments must be received on or 
before June 15,1982.

a d d r e s s : Comments should be mailed 
to the Secretary, Board of Governors of 
the Federal Reserve System, 
Washington, D.C. 20551, or delivered to 
Room B-2223, 20th and Constitution 
Avenue, NW., Washington, D.C*, 
between 8:45 a.m. and 5:15 pan. 
Comments may be inspected in Room B- 
1122 between 8:45 a.m. and 5:15 p.m.

FOR FURTHER INFORMATION CONTACT:
Rugenia Silver, Lynn Goldfaden or 
Clarence Cain, Staff Attorneys, Division 
of Consumer and Community Affairs, 
Board of Governors of the Federal 
Reserve System, Washington, D.C. 20551 
at (202) 452-3667 or (202) 452-3867.

SUPPLEM ENTARY INFORMATION: (1)
General. Sections 123,171, and 186 of 
the Truth in Lending Act direct the 
Board to exempt from the act’s 
requirements transactions that are 
subject to comparable state law 
requirements, if certain conditions are

m et For purposes of chapter 2 of the 
statute (truth in lending disclosures), the 
Board is directed to grant an exemption 
if it determines that the state law 
imposes requirements “substantially 
similar” to those imposed under chapter 
2 and that there is “adequate provision 
for enforcement." The exemption 
standards for chapter 4 (fair credit 
billing) and chapter 5 (consumer leasing) 
are identical to those for chapter 2, with 
two modifications. Section 171(b), which 
sets forth exemption criteria for chapter 
4, authorizes the Board to consider 
whether a state law gives “greater 
protection to the consumer,” while 
section 186(b), addressing the exemption 
criteria for chapter 5, authorizes the 
Board to consider whether the state law  
gives “greater protection and benefit to 
the consumer.”

The Truth in Lending Act was 
substantially revised by Congress on 
March 31,1980 (Title VI of the 
Depository Institutions Deregulation and 
Monetary Control Act of 1980, Pub. L
96- 221). Prior to the revision of the act 
five states—Maine, Massachusetts, 
Connecticut Wyoming and O klahom a- 
had been granted exemptions from 
chapter 2 of the Truth in Lending A ct As 
of October 1,1982, those exemptions 
will expire.

The revised act was to become 
mandatory on April 1,1982. Subsequent 
to the filing of the requests for 
exemptions from the states of Maine 
and Connecticut the effective date of 
the act was changed to October 1,1982 
(Title III of the International Banking 
Facility Deposit Insurance A ct Pub. L
97- 110, 95 Stat 1513). If granted, the new  
exemptions will become effective 
October 1,1982. If the requests for 
exemption are denied or the state law  
upon which the original exemption was 
granted is repealed prior to the granting 
of a new exemption, creditors in that 
state will be expected to be in 
compliance with the revised federal 
regulation as of October 1,1982.

The state of Maine, through its Bureau 
of Consumer Protection, has applied for 
an exemption from the requirements of 
chapters 2, 4 and 5/Of the revised federal 
statute and Regulation Z (Truth in 
Lending) and M (Consumer Leasing).
The application contains the complete 
text of the Maine Consumer Credit 
Code, the adoption by reference of 
revised Regulation Z, an analysis of the 
provisions of state law in relation to the 
Truth in Lending Act and Regulations Z 
and M, and information regarding the 
enforcement activities of Maine’s 
Bureau of Consumer Protection.

The state of Connecticut, through its 
Banking Commissioner, has applied to 
the Board for an exemption from the

requirements of chapters 2 and 4 of the 
revised federal statute and Regulation Z 
(Truth in Lending). The Connecticut 
statute contains a section on consumer 
leasing, but the state is not at this time 
requesting an exemption from the 
requirements of chapter 5 and 
Regulatioon M (Consumer Leasing). The 
application contains the complete text of 
the Connecticut Truth in Lending Act, 
the adoption by reference of revised 
Regulation Z and of all provisions of the 
federal statute not set forth in the state 
act an analysis of the provisions of 
state law in relation to the Truth in 
Lending A ct and information regarding 
the enforcement activities of 
Connecticut’s Consumer Protection 
Division.

In accordance with Appendix B to 
Regulation Z and Appendix A to 
Regulation M, the Board is publishing 
for comment notice of the applications 
for exemption, which it has tentatively 
determined should be granted. Subject 
to the Board’s Rules Regarding 
Availability of Information (12 CFR Part 
261), copies of the Maine and 
Connecticut applications are available 
from the Board in Washington or from 
the Federal Reserve Bank of Boston.

The requirement in the statute that a 
comparable state law be “substantially 
similar” to the federal law does not, in 
the Board’s view, require that the state 
law mirror exactly the federal 
requirement Any differences that exist, 
however, should be so minor as not to 
deprive consumers of any of the 
protections guaranteed by the federal 
act and regulations nor to significantly 
complicate compliance by interstate 
creditors. With regard to disclosure 
requirements, the state provisions 
should produce disclosure statements 
that afford consumers an adequate basis 
of comparison between the information 
provided by a state-regulated creditor 
and information provided by a creditor 
subject to the federal statute and 
regulation.

In determining whether to grant an 
exemption under the Truth in Lending. 
Act, the Board will also analyze the 
adequacy of state enforcement efforts. 
While that analysis must be done on an 
individual basis, following are some of 
the major criteria that will be 
considered in making such a 
determination:
• Does the state statute or regulation 

provide for restitution for overcharges 
for Truth in Lending violations? Is that 
restitution provision similar to the 
requirements of Section 108 (e) of the 
Truth in Lending Act and/or the 
enforcement policy guide promulgated
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by the Federal Financial Institutions 
Examination Council?

• What is the past or potential 
enforcement ability of the state?

• What resources have been or will be 
committed to staffing and funding the 
office or officer responsible for 
enforcing the state law?
The relevant questions may vary, 

depending on whether the state applying 
for the exemption was previously 
exempt from Regulation Z. With respect 
to states currently exempt, information 
regarding the conduct of examinations, 
including their frequency and adequacy, 
is available for analysis. In the case of a 
state not previously exempt from the 
regulation, the inquiry will necessarily 
focus more on training activities, the 
number and type of staff personnel to be 
devoted to enforcement, and other 
indicators of the potential quality of 
enforcement examinations.

(2) Maine application. The state of 
Maine was granted an exemption from 
the requirements of chapter 2 of the 
original Truth in Lending Act in March 
1970. Through the Superintendent of its 
Bureau of Consumer Protection, the 
state is now applying for an exemption 
from chapters 2 ,4  and 5 of the Truth in 
Lending Act as revised in 1980. The 
state has incorporated the substance of 
the revised act in Article Vm of the 
Maine Consumer Credit Code (Title 9-A,
M.R.S.A.). Article VIII contains not only 
the disclosure requirements analogous 
to chapter 2 of the Truth in Lending A ct 
but also the fair credit billing provisions 
of chapter 4 and the consumer leasing 
requirements of chapter 5 of the federal 
act. In addition. Article I of the Code 
contains definitions applicable to the 
Truth in Lending provisions in Article 
VHL Section 8-104 of Article VIII directs 

5 the administrator to prescribe and 
publish regulations to carry out the 
purposes of Article VHL 
“Administrator” is defined in section 8- 
103 of the Code to mean the 
Superintendent of the Bureau of 
Consumer Protection.

Effective September 7,1981, the 
Administrator published a rule (Rule 02- 
030-240), to be known as Regulation Z— 
2, which adopts by reference the 
provisions of federal Regulation M (12 
CFR Part 213) and federal. Regulation Z 
(12 CFR Part 226), including all 
appendices. However, the notice of the 
rule specifies six provisions of federal 
Regulations Z and M that are not 
adopted, to the extent that they are in 
conflict with the state regulation. 
Following is a description of those 
provisions, with a preliminary 
assessment of the effect of failure to 
adopt them on Maine’s request:

1. Section 228.3(b) of federal 
Regulation Z exempts from the 
regulation credit extensions over $25,000 
not secured by real estate or a dwelling. 
Sections 1-106 and 1-301 of the Maine 
Consumer Credit Code directs the 
Administrator to tie the various dollar 
amounts in the Code, including the 
relevant Truth in Lending exceptions, to 
changes in the consumer price index. 
Any changes are effected by the 
issuance of a rule by the Administrator, 
promulgated in the same manner as any 
revision to its Regulation Z-2. Currently 
the limitation is set at $45,000, pursuant 
to Rule 02-030-220, effective July 1 ,198a 
The effect of this change is to make 
Maine’s Truth in Lending Act more 
inclusive than the federal version, in 
that, for example, a $53,000 credit 
extension which would be-exempt under 
the federal regulation would be subject 
to Maine’s regulation. In the Board’s 
view, the fact that more transactions 
may be potentially subject to the Maine 
regulation than to the federal regulation 
should not adversely affect the 
exemption determination.

2. Sections 228.4(d)(1) and (2) of the 
federal regulation allow creditors to 
exclude the cost of certain insurance 
premiums from the finance charge if, 
among other things, the creditor 
discloses the cost of the insurance. The 
federal provision permits creditors to 
show the cost of insurance for the initial 
term of insurance, rather than for the 
entire term of the transaction, and in 
certain cases, to disclose that premium 
on a unit-cost basis. Sections 8-105(2)(b) 
and (3) of the Code require that the 
creditor state the total cost on a unit 
basis. While the requirements thus 
imposed on creditors under the Maine 
law are slightly different from those 
imposed under the federal law, it 
appears that the variation is minimal 
and does not detract from the 
substantial similarity of the Maine law.

3. Section 228.9(c) of the federal 
regulation requires creditors to provide 
notice of changes in terms on open-end 
credit accounts. Section 3-204 of the 
Maine Code requires notices for more 
types of changes in terms than are 
covered by the federal law and require a 
succession of notices rather than the 
single notice called for by the federal 
regulation. In the Board’s view, this 
provision does not affect the substantial 
similarity of the Maine law.

4. Section 213.4 (g)(15) of the federal 
Regulation M limits lessee liability at 
termination or expiration of a consumer 
lease to three times the average monthly 
payment. Section 3--i01 of the Maine 
Code reduces that liability to two times 
the average monthly payment. Since one 
of the exemption criteria in section

188(b) of the federal statute is whether a 
consumer leasing law “gives greater 
protection and benefit to the consumer,” 
the stricter liability limits in the Maine 
law will not adversely affect the Maine 
exemption application.

5. Section 213.2(a)(0) of federal 
Regulation M exempts from the - 
regulation’s requirements consumer 
leases in excess of $25,000. As discussed 
in paragraph 1 above, section 1-301 of 
the Maine Code, as implemented by the 
Administrator, increases that exemption 
to $45,000, making more consumer 
leases subject to the Maine law than are 
subject to the federal law. For the 
reasons discussed above in connection 
with section 226.3(b), this restricted 
exemption should not adversely affect 
the Maine exemption request

8. Appendix G -l (B) and (D) of federal 
Regulation Z are excluded from 
incorporation by reference in Regulation 
Z-2, to the extent of any conflict with 
sections 2-202(2) and 2-402(2) of the 
Maine Code. The Appendix G clauses 
excluded from the Maine regulation 
provide model disclosures of two 
balance computation methods that 
creditors subject to Maine’s law may not 
use. The federal law does not require 
the use of any particular balance 
computation method, and the variation 
in the state regulation merely eliminates 
from the state’s model clauses 
descriptions of the two methods that, by 
law, Maine creditors are not permitted 
to use. The variation is nonsubstantive 
and will not affect the Maine exemption 
application.

In addition to the variations 
enumerated in the Bureau's notice of 
adoption of the federal regulation, the 
Board has also identified two other 
variations. The first relates to discounts 
for payment in cash. Section 167 of the 
federal statute authorizes the exclusion 
from the finance charge of certain 
discounts offered for “payment by cash, 
check, or other means not involving the 
use of an open-end credit plan or a 
credit card." Section 8-303(3), the 
comparable provision in the Maine 
Code, excludes only those cash 
discounts offered for payment by means 
not involving the use of a credit card.
On its face, this variation in the Maine 
law, limiting the types of discounts that 
would not constitute a finance charge, 
would result in the exclusion of fewer 
discounts from the finance charge under 
the Maine law than under the 
comparable federal provision. However, 
Maine has incorporated in its Regulation 
Z-2 the cash discount provision of 
Regulation Z, which reflects the 
application of section 167(b) to open-end 
credit plans. Thus, while the Maine and
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federal statutes on cash discounts are 
not identical, the Board believes that the 
regulatory provisions implementing 
those statutes are identical and that the 
statutory differences therefore do not 
affect the exemption.

Second, section 183 of the federal act 
grants a lessee in a consumer lease 
transaction the right to obtain an 
independent professional appraisal of 
the leased property. This provision is 
implemented in federal Regulation M as 
section 213.4(g)(14), which requires the 
lessor to disclose the lessee’s right to a 
professional appraisal. The Maine law 
contains no counterpart to section 183 
itself, but does incorporate by reference 
a counterpart to section 213.4(g)(14). In 
the Board's view, the incorporation by 
reference satisfies the requirements 
under the act

Based on the material submitted with 
the application, the Board has 
tentatively determined that*Maine has 
demonstrated adequate provision for 
enforcement of its truth in lending 
regulation. The Maine Consumer Credit 
Code is implemented and enforced by 
the Bureau of Consumer Protection, 
headed by an administrator empowered 
to make rules to implement the Code, 
conduct examinations and 
investigations, and enforce the 
provisions of the Code through civil and 
criminal mechanisms. The Bureau has 
adopted an enforcement policy guideline 
for Regulation Z-2, that is similar to the 
enforcement policy issued by the 
Federal Financial Institutions 
Examination Council. The guideline 
requires restitution for certain violations 
involving the annual percentage rate or 
finance charge, and additionally 
requires the Bureau to inform consumers 
of their rights and remedies upon 
discovery of a violation. Article X of the 
Code provides for civil and criminal 
penalties similar to those imposed under 
the federal law for certain Truth in 
Lending violations.

For the reasons discussed above, the 
Board has made a preliminary

determination that the provisions of the 
Maine act are substantially similar to 
the requirements of the federal act and 
that there is adequate provision for 
enforcement Therefore, pursuant to the 
authority granted in 15 U.S.C. 1633,1666j 
and 1667e, the Board proposes to 
exempt transactions subject to the 
Maine Code and Regulation Z-2 from 
chapters 2, 4 and 5 of the federal Truth 
in Lending A ct

(3) Connecticut application. The state 
of Connecticut was granted an 
exemption from the requirements of 
chapter 2 of the original Truth in 
Lending Act on July 20,1970. Through its 
Banking Commissioner, the state is now 
applying for an exemption from chapters 
2 and 4 of the Truth in Lending Act as 
revised in 1980. The state is seeking the 
exemption under the revised 
Connecticut Truth in Lending Act 
(Chapter 657 of the Connecticut General 
Statutes, sections 36-393 through 36-417 
inclusive, as amended by Public Act 81- 
158). The Connecticut act contains 
requirements analogous to the 
disclosure and rescission provisions of 
chapter 2 and the fair credit billing 
provisions of chapter 4 of the federal 
act. Section 36-395 of the act authorizes 
the Banking. Commissioner, as defined in 
section 36-393, to adopt substantive and 
procedural regulations to carry out the 
provisions of the act.

The Board has made a preliminary 
determination that the provisions of the 
Connecticut act are substantially similar 
to the requirements of the federal act 
The sections of the federal act not 
included in the Connecticut act have 
been incorporated by reference. The 
pertinent language of the state act reads:

Except as otherwise provided in chapter 
657 of the general statutes or regulations 
adopted by the Commissioner, any person 
who is a creditor or lessor shall comply with 
all provisions of the Consumer Credit 
Protection Act which apply to him.
In section 36-363, the definition of 
"Consumer Credit Protection Act"

specifically includes all provisions of ' 
federal Regulation Z.

The Board has tentatively determined 
that Connecticut has demonstrated 
adequate provision for enforcement of 
its Truth inXending A ct The 
Connecticut act is implemented and 
enforced by the Connecticut Banking 
Commissioner. Within the Banking 
Department responsibility for 
enforcement is assigned to the 
Consumer Credit Division. The 
Commissioner has authority to conduct 
investigations and examinations, and 
enforce the provisions of the Code 
through civil and criminal mechanisms. 
The act requires restituti&n for certain 
violations involving the annual 
percentage rate or finance charge, and 
authorizes the Commissioner to counsel 
and educate consumers on their rights 
under the act The provisions for dvil 
liability under the Connecticut act are 
substantially the same as those under 
the federal act -

For the foregoing reasons, and 
pursuant to the authority granted in 15 
U.S.C. 1633 and 1666j, the Board 
proposes to exempt transactions subject 
to the Connecticut Truth in Lending Act 
from chapters 2 and 4 of the federal act

(4) Comments requested. Interested 
persons are invited to submit written 
comments regarding the proposed 
exemption of transactions subject to the 
Maine Consumer Credit Code from 
federal Regulations Z and M, and the 
proposed exemption of transactions 
subject to the Connecticut Truth in 
Lending Act from federal Regulation Z. 
After the close of the comment period 
and analysis of the comments received, 
notice of the final disposition of the 
exemption requests will be published in 
the Federal Register.

By Order of the Board of Governors of the 
Federal Reserve System. April 8.1982. 
William W. Wiles,
Secretary of the Board.
|FK Doc. 82-10186 Filed 4-14-82; 8:45 am)
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FEDERAL RESERVE SYSTEM

12 CFR Part 265

[Docket No. R-0393]

Rules Regarding Delegation of 
Authority; Rescission of Authority To 
Grant Exemptions

a g e n c y : Board of Governors of the 
Federal Reserve System. 
a c t io n : Final rule

su m m a r y : The Board is amending its 
Rules Regarding Delegation of Authority 
to rescind the authority delegated to the 
Director of the Division of Consumer 
and Community Affairs to grant state ' 
exemptions from the requirements of the 
Truth in Lending Act and the Electronic 
Fund Transfer A ct 
EFFECTIVE d a t e : April 19,1982.
FOR FURTHER INFORMATION CONTACT: 
Rugenia Silver, Staff Attorney, Division 
of Consumer and Community Affairs, 
Board of Governors of the Federal 
Reserve System, Washington, D.C.

20551, (202) 452-3867.
SUPPLEMENTARY INFORMATION: (1) In
1975 and 1980, respectively, the Board 
delegated authority to the Director of the 
Division of Consumer and Community 
Affairs to grant state exemptions from 
the requirements of the Truth in Lending 
Act of 1969 and the Electronic Fund 
Transfer Act. The Board has decided, 
however, that under the provisions of 
the Federal Reserve A ct delegation of 
authority to grant exemptions is not 
appropriate, and, in light of the limited 
number of requests for state exemptions, 
is unnecessary. Therefore, the Board has 
amended the Rules Regarding 
Delegation of Authority by rescinding 
the authority delegated to the Director of 
the Division of Consumer and 
Community Affairs to grant state 
exemptions from the Truth in Lending 
Act (12 CFR 265.2(h)(2)) and the 
Electronic Fund Transfer Act (12 CFR 
265.2(h)(4)(ii)).

(2) The Board finds that the notice, 
opportunity for comment, and deferral of 
effective date procedures of 5 U.S.C.

553(b) are unnecessary in connection 
with this proceeding because it relates 
to agency procedures. For the same 
reasons, the expanded rulemaking 
procedures set forth in the Board’s 
policy statement of January 15,1979 (44 
FR 3957), will not be followed in 
connection with this proceeding.
List of Subjects in 12 CFR Part 265

Authority delegations (Government 
agencies); Banks, banking; Federal 
Reserve System.

§ 265.2 [Amended]
(3) Pursuant to the provisions of 

section ll(k ) of the Federal Reserve Act 
(12 U.S.C. 248(k)), the Board hereby 
amends 12 CFR 285.2 by rescinding and 
removing paragraphs (h)(2) and (h)(4)(ii), 
and by redesignating paragraphs (h)(3) 
and (h)(4)(i) as (h)(2) and (h)(3) 
respectively.

By Order of the Board of Governors of the 
Federal Reserve System, April 8,1982. 
William W. Wiles,
Secretary of the Board.
[FR Doc 82-10184 Filed 4-14-82; 8:46 am)
BILLING CODE 4210-01-4*

13Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




