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REGULATION Z
Revision of Official Staff Commentary

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

The following statement was issued by the Board of Governors of the Federal Reserve System:

The Federal Reserve has made public a revision of its official staff commentary on Regulation Z 
(Truth in Lending).

The revision of the staff commentary, which applies and interprets the requirements of Regulation 
Z, is effective September 17. However, creditors have the option of continuing to rely on the existing 
Regulation Z commentary until April 1, 1983, when reliance on the revised commentary becomes 
mandatory. The new commentary is based upon Regulation Z as revised April 1, 1981 under the Truth in 
Lending Simplification Act of 1980.

The commentary was revised following consideration of comment received on proposals in May of 
this year. This is the first of expected periodic revisions of the commentary to update it as significant new 
questions arise about the application of the regulation to specific transactions. The commentary is 
intended to substitute for individual Board and staff interpretations. Reliance upon it is a defense against 
suit.

Changes in the commentary are generally in the direction of providing more flexibility, while 
preserving basic consumer protection. Changes generally have been made only when necessary to 
respond to significant questions that have arisen since the commentary was first issued, or to clarify 
language.

Issues dealt with in the revised commentary include:
—  The use of the creditor's commercial lending rate as the base rate in variable-rate open-end 

credit plans.
—  Application of the finance charge rules to the offering of cash discounts in the sale of motor 

vehicle fuel.
—  Prepayment disclosures in transactions involving prepaid finance charges.
—  Disclosures for several types of mortgage financing plans, including growth equity mortgages 

and graduated payment adjustable rate mortgages.

Enclosed, for depository institutions in this District, is an excerpt from the, Federal Register of 
September 20, 1982, containing the text of the staff commentary. Additional copies will be 
furnished upon request directed to our Circulars Division.

A n t h o n y  M. S o l o m o n , 

President.
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FEDERAL RESERVE SYSTEM

12 CFR Part 226

[Reg. Z; TIL-1]

Truth in Lending; Official Staff 
Commentary Update

AGENCY: Board of Governors of the 
Federal Reserve System. 
a c t io n : Final official staff 
interpretation.

SUMMARY: In  a c c o r d a n c e  w it h  A p p e n d ix  
C  to  12  C F R  P a r t 2 2 6 , th e  s t a f f  o f  th e  
F e d e r a l  R e s e r v e  B o a r d  i s  p u b l is h in g  in  
f in a l  fo r m  a n  u p d a t e  to  th e  o f f i c ia l  s t a f f  
c o m m e n t a r y  to  R e g u la t io n  Z  (T r u th  in  
L e n d in g ) , a s  r e v i s e d  e f f e c t i v e  A p r i l  1, 
1 9 8 1 . T h e  c o m m e n t a r y  a p p l ie s  a n d  
in te r p r e t s  th e  r e q u ir e m e n ts  o f  th e  
r e v i s e d  R e g u la t io n  Z  to  o p e n - e n d  a n d  
c l o s e d - e n d  c o n s u m e r  c r e d it  a n d  is  
in t e n d e d  to  s u b s t i t u t e  fo r  in d iv id u a l  
B o a r d  a n d  s t a f f  in t e r p r e t a t io n s  o f  th e  
r e g u la t io n .
EFFECTIVE DATE: S e p t e m b e r  1 7 ,1 9 8 2 ,  b u t  
r e l i a n c e  o p t io n a l  u n t i l  A p r il  1 ,1 9 8 3 .
FOR FURTHER INFORMATION:
C o n t a c t  th e  f o l l o w in g  a t t o r n e y s  in  th e  
D iv is io n  o f  C o n s u m e r  a n d  C o m m u n it y  
A f f a ir s ,  B o a r d  o f  G o v e r n o r s  o f  th e  
F e d e r a l  R e s e r v e  S y s t e m , W a s h in g t o n ,  
D .C . 2 0 5 5 1 , a t  (2 0 2 ) 4 5 2 -3 6 6 7  o r  (2 0 2 )  
4 5 2 -3 8 6 7 :
Subpart A—Gerald Hurst, Rugenia 

Silver
Subpart B  and Appendices—Ruth 

Amberg, Jesse Filkins, Lynn 
Goldfaden, Gerald Hurst, John Wood 

Subpart C and Appendices—Clarence 
Cain, Lucy Griffin, Rugenia Silver, 
Susan Werthan, Claudia Yarns,
S t e v e n  Z e i s e l

Subpart D — Lynn Goldfaden, Rugenia 
Silver

SUPPLEMENTARY INFORMATION: (1)
General. E f f e c t iv e  O c t o b e r  1 3 .1 9 8 1  (4 6  
F R  5 0 2 8 8 , O c t . 9 ,1 9 8 1 ) ,  a n  o f f i c ia l  s t a f f  
c o m m e n t a r y  w a s  p u b l is h e d  to  in te r p r e t  
R e g u la t io n  Z , a s  r e v i s e d  e f f e c t i v e  A p r il  
1 ,1 9 8 1 .  C r e d ito r s  n o w  h a v e  th e  o p t io n  o f  
c o m p ly in g  w it h  r e v i s e d  R e g u la t io n  Z  
a n d  th e  c o m m e n t a r y , b u t  c o m p l ia n c e  
d o e s  n o t  b e c o m e  m a n d a to r y  u n t i l  
O c t o b e r  1 ,1 9 8 2  (P u b . L. 9 7 - 1 1 0 ,  
D e c e m b e r  2 6 ,1 9 8 1 ) .  T h e  c o m m e n t a r y  i s  
d e s ig n e d  to  p r o v id e  g e n e r a l  g u id a n c e  to  
c r e d i t o r s  in  a p p ly in g  th e  r e g u la t io n  to  
s p e c i f i c  t r a n s a c t io n s .  P e r io d ic  u p d a t e s  
w i l l  p r o v id e  th e  v e h ic l e  fo r  a d d i t io n a l  
s t a f f  in t e r p r e t a t io n s  th a t  m a y  b e  
n e c e s s a r y  a s  s ig n i f ic a n t  n e w  q u e s t io n s

a r is e .  T h e  f ir s t  u p d a te  to  th e  
c o m m e n t a r y  w a s  p r o p o s e d  fo r  c o m m e n t  
o n  M a y  1 3 ,1 9 8 2  (4 7  FR  2 0 6 0 3 ) a n d  is  
n o w  b e in g  a d o p t e d  in  f in a l  fo rm .

T h e  t y p e s  o f  c h a n g e s  b e in g  a d o p t e d  
g e n e r a l ly  g iv e  c r e d it o r s  m o r e  f l e x ib i l i t y  
in  m a k in g  d i s c lo s u r e s  w h i le  p r e s e r v in g  
b a s i c  c o n s u m e r  p r o t e c t io n s .  C h a n g e s  
g e n e r a l ly  h a v e  b e e n  m a d e  o n ly  w h e n  
n e c e s s a r y  to  r e s p o n d  to  s ig n i f ic a n t  
q u e s t io n s  th a t  h a v e  a r is e n  s in c e  th e  
c o m m e n t a r y ’s  i s s u a n c e  o r  to  c la r if y  
a m b ig u o u s  la n g u a g e . H o w e v e r ,  b e c a u s e  
th is  is  th e  f ir s t  u p d a t e  to  th e  
c o m m e n t a r y , s o m e  t e c h n ic a l  a n d  
e d i t o r ia l  c h a n g e s  h a v e  b e e n  n e c e s s a r y  
in  o r d e r  to  e x p e d i t e  a d j u s tm e n t  to  th e  
c o m m e n t a r y ’s  n e w  m a te r ia l  a n d  fo r m a t,  
in  a  f e w  c a s e s  th e  lo c a t io n  o f  c o m m e n t s  
h a s  b e e n  c h a n g e d  a n d  o t h e r s  h a v e  b e e n  
r e n u m b e r e d  a s  a  r e s u l t  o f  th e  d e l e t i o n  o r  
a d d i t io n  o f  m a te r ia l .

T h e  c h a n g e s  a r e  e f f e c t i v e  o n  
S e p t e m b e r  1 7 ,1 9 8 2 .  A lt h o u g h  c r e d it o r s  
a r e  fr e e  to  r e ly  o n  th e  r e v i s i o n s  a s  o f  
th a t  d a t e  a n d  a r e  p r o t e c t e d  i f  th e y  d o  s o ,  
th e y  n e e d  n o t  f o l l o w  th e  r e v i s i o n s  u n til  
A p r il 1 ,1 9 8 3 .  T h e  la t t e r  d a t e  is  p r o v id e d  
to  m in im iz e  a n y  d i f f ic u l t ie s  th a t  
c r e d it o r s  m a y  e x p e r ie n c e  in  a d j u s t in g  to  
th e  r e v is i o n s .

(2 ) Commentary revisions. F o l lo w in g  
is  a  b r ie f  d e s c r ip t io n  o f  th e  r e v i s i o n s  
c o n t a in e d  in  th e  c o m m e n t a r y  u p d a te  
a n d  h o w  t h e y  d iffe r , i f  a t a l l ,  fr o m  t h o s e  
p r o p o s e d .
I n tr o d u c t io n

C o m m e n t  1 -3  is  a m e n d e d  to  r e fe r e n c e  
th e  r e g u la t io n ’s  e f f e c t i v e  d a t e  o f  
O c t o b e r  1 ,1 9 8 2 ,  in  a c c o r d a n c e  w it h  P u b . 
L. 9 7 - 1 1 0  ( D e c e m b e r  2 6 ,1 9 8 1 ) .
S u b p a r t  A — G e n e r a l
Section 226.2—Definitions and Rules o f 
Construction

2(a)(3) ‘‘Arranger o f Credit":
C o m m e n t  2 ( a ) ( 3 ) - 6  is  a d d e d  to  e x p la in  

th e  B o a r d ’s  a m e n d m e n t  to  § 2 2 6 .2 (a )(3 )  
o f  th e  r e g u la t io n  (4 7  F R  7 3 9 1 , F e b r u a r y  
1 9 ,1 9 8 2 )  d e a l in g  w it h  r e a l  e s t a t e  
b r o k e r s . T h e  p r o p o s e d  la n g u a g e  h a s  
b e e n  a d o p t e d  w it h  o n ly  s l ig h t  
m o d i f ic a t io n  o f  th e  f ir s t  s e n t e n c e  to  
e l im in a t e  a m b ig u it y .

T h e  n o t e  r e g a r d in g  p e n d in g  B o a r d  
a c t io n  o n  th is  s e c t io n  is  d e l e t e d  b e c a u s e  
it is  n o  lo n g e r  r e le v a n t .

2(a)(13) "Consummation":
C o m m e n t  2 ( a ) ( 1 3 ) - l  i s  r e v i s e d  to  s h o w  

th a t  a  c o m m it m e n t  a g r e e m e n t  c a n  b e  
c o n s u m m a t e d  i f  u n d e r  a p p l ic a b le  l a w  a 
c o n t r a c t u a l  r e la t io n s h ip  is  c r e a t e d .  T h e  
u p d a t e d  c o m m e n t  d if f e r s  fr o m  th e  
p r o p o s e d  r e v i s io n  in  th a t  th e  fir s t

s e n t e n c e  o f  th e  p r o p o s a l  a n d  th e  p h r a s e  
‘‘s p e c i f i c  c r e d it  t e r m s ” h a v e  b e e n  
d e le t e d .  T h e s e  d e l e t i o n s  h a v e  b e e n  
m a d e  fr o m  th e  p r o p o s a l  to  a v o id  th e  
m is u n d e r s t a n d in g  b y  s o m e  c o m m e n t e r s  
th a t  th e  p r o p o s a l  w a s  in te n d in g  to  
c r e a t e  a n  e x c e p t io n  fr o m  th e  g e n e r a l  
ru le  th a t  s t a t e  la w  g o v e r n s  o n  th e  i s s u e  
o f  w h e n  c o n s u m m a t io n  o c c u r s .  T h e  
u p d a te d  c o m m e n t  m a k e s  it c l e a r  th a t  
s t a t e  o r  o th e r  a p p l ic a b le  la w  is  
d e t e r m in a t iv e  o n  w h e n  a c o n tr a c tu a l  
r e la t io n s h ip  i s  c r e a t e d  a n d  th a t , fo r  
T ru th  in  L e n d in g  p u r p o s e s ,  th e  fo c u s  is  
o n  w h e n  th e  c o n s u m e r  b e c o m e s  b o u n d  
to  th e  c r e d it  te r m s .

2(a)(23) "PrepaidFinance Charge":
C o m m e n t  2 (a ) ( 2 3 ) - 2  is  r e v i s e d  to  

m a k e  c l e a r  th a t  a n y  p o r t io n  o f  th e  
f in a n c e  c h a r g e  p a id  p r io r  to  o r  a t  c lo s in g  
o r  s e t t l e m e n t  is  c o n s id e r e d  a p r e p a id  
f in a n c e  c h a r g e . T h e  u p d a te d  c o m m e n t  
d if f e r s  fr o m  th e  p r o p o s e d  r e v i s io n  in  
th a t  it c o v e r s  a m o u n t s  p a id  “ p r io r  to"  
c lo s in g  o r  s e t t l e m e n t  a s  w e l l  a s  t h o s e  
p a id  “a t ” c lo s in g  o r  s e t t le m e n t .

2(a)(24) "R esidential M ortgage 
Transaction":

C o m m e n t  2 ( a ) ( 2 4 ) - l  is  r e v i s e d  to  a d d  
§ 2 2 6 .2 0 (b )  to  th e  l i s t  o f  p r o v i s io n s  u s in g  
th e  te rm  “ r e s id e n t ia l  m o r tg a g e  
t r a n s a c t io n .” Its  o m is s io n  w a s  
in a d v e r te n t .

2(a)(25) "Security Interest”:
C o m m e n t  2 ( a ) ( 2 5 ) - l  is  r e v i s e d  b y  

a d d in g  a c r o s s  r e f e r e n c e  a t  th e  e n d  o f  
th e  p a r a g r a p h  to  u p d a te d  c o m m e n t  
2 ( a ) (2 5 ) -2 .  T h is  c r o s s  r e f e r e n c e  is  a d d e d  
to  m a k e  c l e a r  th a t  w h i le  c r e d it o r s  m a y  
n o t  d i s c l o s e  a n  in t e r e s t  th a t  
u n q u e s t io n a b ly  f a l l s  w it h in  a n  e x c lu d e d  
c a te g o r y , w h e r e  u n c e r t a in t y  e x i s t s  a s  to  
w h e t h e r  a n  in t e r e s t  is  a  s e c u r i t y  in te r e s t  
o r  a n  e x c lu d e d  in te r e s t ,  c r e d it o r s  m a y  a t  
th e ir  o p t io n  d i s c l o s e  th e  in te r e s t  
p u r s u a n t  to  u p d a te d  c o m m e n t  2 (a ) (2 5 ) -2 .

C o m m e n t  2 ( a ) ( 2 5 ) - 2  is  r e v is e d  to  
p e r m it  c r e d it o r s ,  a t  th e ir  o p t io n , to  
d i s c l o s e  c e r t a in  in t e r e s t s  a s  s e c u r ity  
in t e r e s t s  w h e n  u n c e r ta in ty  e x i s t s  a s  to  
w h e t h e r  a p a r t ic u la r  in t e r e s t  is  o n e  o f  
th e  e x c lu d e d  in t e r e s t s .
Section 226.4—Finance Charge

4(b) Examples o f Finance Charge:
C o m m e n t  4 (b ) (9 )—3 is  a d d e d  to  e x p la in  

th e  “r e g u la r  p r i c e ” d e f in i t io n  in  
a m e n d e d  s e c t io n  1 0 3 (x )  o f  th e  a c t  a n d  
i t s  r e la t io n s h ip  to  c a s h  d i s c o u n t s  o f f e r e d  
u n d e r  s e c t io n  1 6 7 (b ) o f  th e  a c t . T h e  n e w  
c o m m e n t  s p e c i f i c a l ly  d i s c u s s e s  th e  
d is p la y in g  o f  p r ic e s  fo r  m o to r  v e h ic le  
fu e l.  It d if f e r s  fr o m  th e  p r o p o s a l  in  th a t it 
(1 ) a d d s  th e  s ta t u to r y  d e f in it io n  o f  
“r e g u la r  p r ic e ,"  a n d  (2) p r o v id e s  
a d d i t io n a l  g u id a n c e  r e g a r d in g  m o to r
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v e h ic l e  fu e l  s a l e s  in  th e  c o n t e x t  o f  
s e p a r a t e  p u m p s  o r  i s la n d s  fo r  c a s h  a n d  
c r e d it  p u r c h a s e s  a n d  p u m p s  c a p a b l e  o f  
s h o w in g  e i th e r  c a s h  o r  c r e d it  p r ic e s .

4(c) Charges Excluded from  the 
Finance Charge:

C o m m e n t  4 | c ) ( 7 ) - l  is  r e v i s e d  to  s t a t e  
th a t a c h a r g e  fo r  a l a w y e r ’s  a t t e n d a n c e  
a t a c lo s in g  o r  a  c h a r g e  fo r  c o n d u c t in g  a 
c lo s in g  (fo r  e x a m p le ,  b y  a  t i t le  c o m p a n y )  
is  n o t  a f in a n c e  c h a r g e  if  th e  c h a r g e  is  
p r im a r ily  fo r  s e r v i c e s  r e la t e d  to  it e m s  
l i s t e d  in  § 2 2 6 .4 (c ) (7 ) . In a d d i t io n , th e  
s e n t e n c e  c o n c e r n in g  th e  r e q u ir e m e n t  
th a t  c h a r g e s  e x c lu d e d  u n d e r  
§ 2 2 6 .4 (c ) (7 )  b e  b o n a  f id e  a n d  
r e a s o n a b le  is  r e w o r d e d  s l ig h t ly  a n d  
p la c e d  a t  th e  e n d  o f  th e  u p d a te d  
c o m m e n t  to  m a k e  c l e a r  th a t  th e  
r e q u ir e m e n t  a p p l ie s  tc  a l l  e x c lu d e d  
c h a r g e s .  T h e  u p d a te d  c o m m e n t  d if f e r s  
from  th e  p r o p o s a l  in  th a t  it (1 ) is  n o t  
l im ite d  to  l a w y e r s ’ f e e s  a n d  (2 ) d o e s  n o t  
lim it  th e  e x c lu s io n  to  c h a r g e s  th a t  a r e  
p u r e ly  fo r  in s u r in g  th a t  d o c u m e n t s  a r e  
c o m p le t e d  a n d  e x e c u t e d  p r o p e r ly .

4(d) Insurance:
C o m m e n t  4 ( d ) - l l  is  a d d e d  to  c la r if y  

th e  c o n c e p t  o f  in it ia l  te r m  o f  in s u r a n c e  
c o v e r a g e  a n d  to  p e r m it  th e  in it ia l  te rm  
to  b e  c o n s id e r e d  o n e  y e a r  in  s i t u a t io n s  
w h e r e  th e  in s u r a n c e  c o v e r a g e  is  n o t  
c le a r ly  fo r  a  s p e c i f i c  te rm . T h e  n e w  
c o m m e n t  d if f e r s  fr o m  th e  p r o p o s a l  in  
th a t  it (1 ) d e l e t e s  th e  r e f e r e n c e  to  th e  
c r e d it o r  b e in g  “ u n s u r e ” o f  th e  in it ia l  
te rm , a n d  (2) a d d s  a n  e x a m p le  o f  a 
s i t u a t io n  w h e r e  th e  in it ia l  te rm  o f  
in s u r a n c e  c o v e r a g e  m a y  n o t  b e  c le a r  
a n d  a l l o w s  th e  u s e  o f  a p r e m iu m  fo r  o n e  
y e a r  in  s u c h  s i t u a t io n s .

C o m m e n t  4 (d )—12 is  a d d e d  to  c la r ify  
th a t  lo s s - o f - in c o m e  in s u r a n c e  in c lu d e s  
in v o lu n t a r y  u n e m p lo y m e n t  in s u r a n c e .
S u b p a r t  B— O p e n -E n d  C re d it
Section 226.5— General Disclosure 
Requirements

5(a) Form o f D isclosures:
C o m m e n t  5 (a )(2 )—1 is  r e v i s e d  to  

in c lu d e  a d d i t io n a l  e x a m p l e s  o f  th e  
a p p l ic a t io n  o f  th e  “ m o r e  c o n s p ic u o u s ” 
ru le . T h e s e  e x a m p l e s  a r e  in t e n d e d  to  
c la r if y  th e  ru le; n o  s u b s t a n t iv e  c h a n g e s  
a r e  in t e n d e d .  T h e  p r o p o s a l  is  c h a n g e d  to  
c la r if y  th a t  o n ly  th e  te r m s , a n d  n o t  th e  
n u m b e r s , a r e  s u b j e c t  to  th e  “ m o r e  
c o n s p ic u o u s ” ru le . In  a d d i t io n , th e  
p r o p o s e d  e x a m p le  r e g a r d in g  m in im u m  
f i n a n c e  c h a r g e s  is  d e l e t e d  a s  n o t  b e in g  
o f  g e n e r a l  a p p l ic a b i l i t y .

5(b) Time o f D isclosures:
C o m m e n t  5 (b )(1 )—!  i s  r e v i s e d  to

e x p la in  m o r e  c le a r ly  w h e n  in it ia l  
d is c lo s u r e s  a r e  t im e ly  i f  th e  p la n  
in v o l v e s  a n  in i t ia l  f e e  th a t  is  p a id  b e f o r e  
th e  in it ia l  d i s c lo s u r e s  a r e  g iv e n , o r  i f  th e  
p la n  i n v o l v e s  a n  a d v a n c e  m a d e  a t  th e  
t im e  th a t  th e  c o n s u m e r  is  g iv e n  th e  
in it ia l  d is c lo s u r e s .

5(c) Basis o f D isclosures and Use o f 
Estimates:

C o m m e n t  5 (c )—1 is  r e v i s e d  to  c la r if y  
th e  m e a n in g  o f  th e  te r m  “ le g a l  
o b l ig a t io n .” B e c a u s e  th e  p r o p o s a l  w o u ld  
h a v e  a d d e d  to  c o m m e n t  1 7 (c )(1 )—1 a  
s e n t e n c e  to  s h o w  th e  e f f e c t  o f  c e r t a in  
p r e v io u s  c o u r t  d e c i s i o n s  o n  d is c lo s u r e s ,  
th e  s t a f f  s o l i c i t e d  c o m m e n t  o n  w h e t h e r  a  
c o m p a n io n  p r o v i s io n  fo r  o p e n - e n d  c r e d it  
s h o u ld  b e  a d d e d . T h e  p r o p o s e d  a d d i t io n  
is  n o t  b e in g  in c lu d e d  in  e i t h e r  S u b p a r t  B  
o r  S u b p a r t  C . ( S e e  d i s c u s s io n  o f  
c o m m e n t  1 7 ( c ) ( l ) - l . )

5(d) M ultiple Creditors; M ultiple 
Consumers:

M a te r ia l  th a t  w a s  in a p p r o p r ia te  fo r  
c o m m e n t a r y  tr e a tm e n t  r e g a r d in g  l e g a l  
r e s p o n s ib i l i t y  fo r  p r o v id in g  d i s c lo s u r e s  
i s  d e l e t e d  fr o m  c o m m e n t  5 (d )—1. T h e  la s t  
p a r a g r a p h  o f  c o m m e n t  5 (d )—1 is  a l s o  
d e l e t e d  fr o m  th a t  c o m m e n t ;  th e  
s u b s t a n c e  is  r e d e s ig n a t e d  a s  c o m m e n t  
7 - 2 .  A  c o m p a n io n  p r o v i s io n  r e g a r d in g  
in it ia l  d i s c lo s u r e  s t a t e m e n t s  is  a d d e d  a s  
c o m m e n t  6 - 2 .
Section 226.6—Initial D isclosure 
Statem ent

C o m m e n t  6 - 2  is  a d d e d  a s  a  
c o m p a n io n  p r o v i s io n  to  c o m m e n t  7 -2 ,  
r e g a r d in g  c i r c u m s t a n c e s  u n d e r  w h ic h  
c r e d i t o r s  in v o lv e d  in  a  c e r t a in  o p e n - e n d  
c r e d it  p r o g r a m  m a y  s e n d  s e p a r a t e  in it ia l  
d is c lo s u r e  s t a t e m e n t s .

6(a) Finance Charge:
C o m m e n t  6 ( a ) ( 2 ) - 2  is  r e v i s e d  in  i t s  

d e s c r ip t io n  o f  th e  t y p e s  o f  o p e n - e n d  
c r e d it  p r o g r a m s  fo r  w h ic h  th e  c r e d i t o r ’s  
in it ia l  d i s c lo s u r e  o f  p la n n e d  r a te  
c h a n g e s  e x c u s e s  th e  c r e d it o r  fr o m  th e  
g e n e r a l  r e q u ir e m e n t  to  g iv e  n o t i c e s  
w h e n  th e  r a te  in c r e a s e s  a c c o r d in g  to  th e  
d i s c l o s e d  p la n . T h e  c o m m e n t a r y  a s  
o r ig in a l ly  w r i t t e n  p r o v id e d  th a t  
c r e d it o r s  m a y  a v o id  t h e s e  n o t ic e s  a f t e r  
g iv in g  a p p r o p r ia t e  d i s c lo s u r e s  in  p la n s  
in  w h ic h  th e  r a t e s  f o l l o w  a n  in d e x  th a t  
i s  “r e a d i ly  v e r i f i a b le  b y  th e  b o r r o w e r  
a n d  b e y o n d  th e  c o n tr o l  o f  th e  le n d e r .”

A  n u m b e r  o f  q u e s t io n s  h a d  a r is e n  a s  
to  th e  in t e r p r e ta t io n  a n d  p u r p o s e  o f  th e  
o r ig in a l  c o m m e n t a r y  la n g u a g e . In  
p a r t ic u la r , s o m e  c r e d it o r s  r a is e d  
c o n c e r n s  a b o u t  p r o g r a m s  th a t  w o u ld  u s e  
c e r t a in  in te r n a l  r a t e s  a s  th e  in d e x  a n d  
th e r e f o r e  n o t  m e e t  th e  c r it e r io n  th a t  th e  
in d e x  b e  b e y o n d  th e  l e n d e r ’s  c o n tr o l .  
T h e s e  c r e d it o r s  n o t e d  th a t  ty in g  th e  r a te

to their commercial lending rate or to 
rates paid on savings instruments was 
customary practice. The updated 
comment reflects these concerns, while 
at the same time continuing to provide 
guidance on the types of rate increases 
for which additional disclosures may be 
needed. The updated comment also 
adds a cross reference to comment 9(c)-
1, with regard to disclosures under 
employee preferential-rate plans.

6(b) Other Charges:
L a n g u a g e  is  a d d e d  to  c o m m e n t  6 ( b ) - 2  

to  p r o v id e  th a t  a  c h a r g e  fo r  s u b m it t in g  
a s  p a y m e n t  a  c h e c k  th a t  is  la te r  
r e tu r n e d  u n p a id  w o u ld  n o t b e  a n  “ o th e r  
c h a r g e ” fo r  p u r p o s e s  o f  th e  r e g u la t io n .
Section 226.7—Periodic Statement

T h e  s u b s t a n c e  o f  th e  la s t  p a r a g r a p h  o f  
c o m m e n t  5 (d )—1 is  a d d e d  a s  c o m m e n t  7 -
2. T h is  c o m m e n t  is  m o r e  a p p r o p r ia t e ly  
p la c e d  in  th e  s e c t io n  o n  p e r io d ic  
s t a t e m e n t s .

7(b) Identification o f Transactions:
C o m m e n t  7 (b )—1 is  r e v is e d  to  c la r if y  

th a t  th e  l i s t e d  w a y s  fo r  a  c r e d it o r  to  
id e n t i f y  t r a n s a c t io n s  fo r  m u lt i fe a tu r e d  
p la n s  a r e  m e r e ly  e x a m p l e s  o f  a c c e p t a b le  
a r r a n g e m e n t s .

7(c) Credits:
C o m m e n t  7 (c )—3 is  r e v is e d  to  c la r if y  

w h e n  a d d i t io n a l  id e n t i f i c a t io n  o f  d a t e s  
is  n e e d e d ,  a n d  a l s o  th a t  n o  s p e c i f i c  
t e r m in o lo g y  i s  r e q u ir e d  fo r  t h e s e  d a t e  
id e n t i f i c a t io n s .

7(e) Balance on Which Finance 
Charge Computed:

C o m m e n t  7 ( e ) - 2  is  r e v i s e d  b y  
in d ic a t in g  th a t  th e  e x c e p t io n  p e r m itt in g  
th e  c r e d it o r  to  d i s c l o s e  o n e  c o m b in e d  
b a la n c e  w h e n  s p l i t  r a t e s  (o r  “b r e a k  
r a t e s ” ) a r e  a p p l ie d  d o e s  n o t  e x t e n d  to  
th e  c a s e  in  w h ic h  s p l i t  r a te s  a r e  a p p l ie d  
to  e a c h  d a y ’s  b a la n c e .  T h is  c h a n g e  in  
th e  u p d a te d  c o m m e n t a r y  r e tu r n s  to  th e  
p o s i t io n  u n d e r  p r e v io u s  R e g u la t io n  Z , 
a n d  c o r r e c t s  th e  in a d v e r t e n t  r e f e r e n c e  in  
c o m m e n t  7 ( e ) - 4 .  T h a t  r e fe r e n c e  
p e r m it t e d  a  c o m b in e d  b a la n c e ,  w h ic h  
w o u ld  n o t  a l l o w  v e r i f i c a t io n  o f  th e  
f in a n c e  c h a r g e  a t t r ib u ta b le  to  p e r io d ic  
r a te s .

T h e  la s t  s e n t e n c e  o f  c u r r e n t  c o m m e n t  
7 ( e ) - 4  (u p d a t e d  c o m m e n t  7 (e )—5) is  
d e le t e d ,  a n d  th e  s u b s t a n c e  is  
in c o r p o r a t e d  in  c o m m e n t  7 ( e ) - 2 .

C o m m e n ts  7 (e )—4, 5, 6 , a n d  7 o f  th e  
c o m m e n t a r y  a r e  r e d e s ig n a t e d  a s  
u p d a te d  c o m m e n t s  7 (e )—5, 6 , 7, a n d  8, 
a n d  c o m m e n t  7 ( e ) - 8 ,  w h ic h  d e a l s  w it h  
th e  d is c lo s u r e  o f  th e  p e r io d ic  r a te  
b a l a n c e  a m o u n t  in  m u lt i f e a t u r e d  p la n s ,  
is  r e d e s ig n a t e d  a s  u p d a te d  c o m m e n t  
7 ( e ) - 4 .
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U p d a t e d  c o m m e n t  7 ( e ) - 4  (fo r m e r ly  
c o m m e n t  7 (e )—8 ) is  r e v i s e d  to  g iv e  m o r e  
c o m p le t e  g u id a n c e  o n  w h e n  s e p a r a t e  
b a l a n c e s  m u s t  b e  d i s c lo s e d  w h e n  a  p la n  
in v o l v e s  d if f e r e n t  f e a t u r e s .

C o m m e n t  7 ( e ) - 9  is  a d d e d  to  c la r if y  
th a t  th e  c r e d it o r  c o u ld  e x p la in  it s  
b a l a n c e  c o m p u t a t io n  m e t h o d  o n ly  o n c e ,  
e v e n  i f  it d i s c l o s e s  m o r e  th a n  o n e  
b a l a n c e  c o m p u t e d  b y  th a t  s a m e  m e th o d .  
T h e  u p d a te d  c o m m e n t  d if f e r s  fr o m  th e  
p r o p o s a l  b y  a d d in g  t w o  s p e c i f i c  
e x a m p l e s  o f  w h e n  o n e  e x p la n a t io n  is  
s u f f ic ie n t .

7(g) Annual Percentage Rate:
C o m m e n t  7 (g )—2 is  e x p a n d e d  to  c la r if y  

th a t , in  m u lt i f e a t u r e d  p la n s ,  th e  c r e d ito r  
m a y  g iv e  s e p a r a t e  a n n u a l p e r c e n t a g e  
r a te  d i s c lo s u r e s  fo r  e a c h  fe a t u r e  o r  m a y  
g iv e  a  c o m p o s i t e  a c tu a l  a n n u a l  
p e r c e n t a g e  r a te  fo r  th e  e n t ir e  p la n .
Section 226.8—Identification o f 
Transactions

8(a) Sale Credit:
C o m m e n t  8 (a ) (2 )—5 is  a d d e d  to  r e f le c t  

th e  p o s i t io n  u n d e r  p r e v io u s  R e g u la t io n  Z  
th a t  th e  d e b it in g  d a t e  m a y  b e  
c o n s id e r e d  th e  t r a n s a c t io n  d a t e  fo r  
fo r e ig n  t r a n s a c t io n s .  T h e  p la c e m e n t  o f  
th is  p r o v i s io n  in  th e  p r o p o s a l  
in a d v e r t e n t ly  l im ite d  th e  a v a i l a b i l i t y  o f  
th is  p r o v i s io n  to  th r e e - p a r ty  
t r a n s a c t io n s .  B y  p la c in g  th e  p r o v i s io n  
u n d e r  b o th  § 2 2 6 .8 (a )  (2 ) a n d  (3), th e  
u p d a te d  c o m m e n t a r y  m a k e s  c l e a r  th a t  
th e  p r o v i s io n  m a y  a l s o  b e  u s e d  in  tw o -  
p a r ty  t r a n s a c t io n s .

In  th e  la s t  s e n t e n c e  o f  c o m m e n t  
8 (a ) (3 )—2, th e  in a d v e r t e n t  r e f e r e n c e  to  
" c r e d ito r ’s ” s t o r e s  is  c h a n g e d  to  
“ s e l l e r ’s ” s t o r e s .

C o m m e n t  8 (a ) (3 )—4 is  a d d e d ,  a s  
p r e v io u s ly  n o t e d , to  r e f l e c t  th e  p o s i t io n  
u n d e r  p r e v io u s  R e g u la t io n  Z  th a t  th e  
d e b it in g  d a t e  m a y  b e  c o n s id e r e d  th e  
t r a n s a c t io n  d a t e  fo r  fo r e ig n  t r a n s a c t io n s .
Section 226.9—Subsequent Disclosure 
Requirements

9(c) Change in Terms:
C o m m e n t  9 ( c ) - l  i s  r e v i s e d  to  

c o r r e s p o n d  to  th e  r e v i s i o n s  to  c o m m e n t  
6 (a ) (2 )—2.
Section 226.13— BUling-Error Resolution

13(d) Rules Pending Resolution:
C o m m e n t  1 3 (d ) (1 )—2 is  r e v i s e d  to  

c la r if y  th a t , fo r  p u r p o s e s  o f  
§ 2 2 6 .1 3 (d )(1 ) , th e  c r e d it o r  n e e d  o n ly  
d i s c l o s e  th a t  p a y m e n t  o f  " a n y  d is p u t e d  
a m o u n t ” i s  n o t  r e q u ir e d  p e n d in g  
r e s o lu t io n , a s  w a s  th e  c a s e  u n d e r  th e  
p r e v io u s  R e g u la t io n  Z . L a n g u a g e  h a s

b e e n  a d d e d  to  th e  p r o p o s a l  to  c la r if y  
th a t  th e  d i s c lo s u r e  i s  o n ly  r e q u ir e d  i f  th e  
c r e d ito r  b i l l s  fo r  d is p u t e d  a m o u n ts .
Section 226.14—Determination o f 
Annual Percentage Rate

14(c) Annual Percentage Rate for  
Periodic Statem ents:

T h e  n e w  c o m m e n t  1 4 ( c ) - 6  id e n t i f i e s  
th e  m e t h o d  in  § 2 2 6 .1 4 (c ) (3 )  a s  a n  
a c c e p t a b le  m e t h o d  fo r  c a lc u la t in g  th e  
a n n u a l  p e r c e n t a g e  r a te  w h e n  th e  f in a n c e  
c h a r g e  r e s u l t s  fr o m  th e  a p p l ic a t io n  o f  
b o th  d a i ly  p e r io d ic  r a te s  a n d  s p e c i f i c  
t r a n s a c t io n  c h a r g e s .  T h e  p r o p o s a l  s e t  
fo r th  a n  a l t e r n a t iv e  c a lc u la t io n  m e t h o d ,  
a n d  c o m m e n t  w a s  s o l i c i t e d  o n  th e  n e e d  
fo r  th a t  o p t io n . T h e  r e s p o n s e  d id  n o t  
d e m o n s t r a t e  a  c u r r e n t  n e e d  fo r  th e  
a l t e r n a t iv e  m e t h o d  a s  p r o p o s e d .

T h e  § 2 2 6 .1 4 (c ) (3 )  m e t h o d  in c lu d e s  th e  
r u le s  in  A p p e n d ix  F; th e  a p p e n d ix  g iv e s  
e x a m p l e s  fo r  d e te r m in in g  th e  
d e n o m in a t o r  o f  th e  fr a c t io n  in  th is  
fo r m u la . F o o t n o t e  1 to  th e  a p p e n d ix  
in s tr u c t s  c r e d it o r s  th a t  a p p ly  b o t h  a  
d a i ly  p e r io d ic  r a te  a n d  a  s p e c i f i c  
t r a n s a c t io n  c h a r g e  to  u s e  th e  a v e r a g e  o f  
d a i ly  b a l a n c e s  in s t e a d  o f  th e  s u m  o f  th e  
b a la n c e s .

C o m m e n ts  1 4 ( c ) - 6 ,  7 , a n d  8  h a v e  b e e n  
r e d e s ig n a t e d  a s  u p d a t e d  c o m m e n t s  
1 4 (c )—7, 8 a n d  9 , r e s p e c t iv e ly .

A n  e d i t o r ia l  c h a n g e  i s  m a d e  to  
u p d a t e d  c o m m e n t  1 4 ( c ) - 9  ( fo r m e r ly  
c o m m e n t  1 4 ( c ) - 8 )  to  c o r r e c t  th e  
in a d v e r t e n t  u s e  o f  th e  te r m  “ f e e s ” 
in s t e a d  o f  " f in a n c e  c h a r g e s .” T h e  
c h a n g e  in d ic a t e s  th a t  th e  o p t io n a l  
a n n u a l  p e r c e n t a g e  r a te  fo r m u la  in  
§ 2 2 6 .1 4 (c ) (4 )  m a y  b e  u s e d  w h e n  to ta l '  
f in a n c e  c h a r g e s  o f  5 0  c e n t s  o r  l e s s  a r e  
in v o lv e d .

14(d) Calculations W here D aily 
Periodic Rate Applied:

C o m m e n t  1 4 ( d ) - 2  i s  r e v i s e d  m e r e ly  to  
c r o s s  r e f e r e n c e  u p d a t e d  c o m m e n t  1 4 (c )—
6. T h e  la te r  c o m m e n t  id e n t i f i e s  a n  
a c c e p t a b le  m e t h o d  fo r  c a lc u la t in g  th e  
a n n u a l  p e r c e n t a g e  r a te  fo r  p la n s  
in v o lv in g  b o th  d a i ly  p e r io d ic  r a t e s  a n d  
s p e c i f i c  t r a n s a c t io n  c h a r g e s .
Section 226.15—Right o f R escission

15(a) Consumer's Right To Rescind:
T w o  c h a n g e s  a r e  m a d e  in  c o m m e n t  

1 5 (a ) (1 )—2. F ir s t , th e  d a t e s  in  th e  
c o m m e n t ,  w h ic h  r e fe r  to  th e  th r e e - y e a r  
tr ia l p e r io d  in  s e c t io n  1 2 5 (e )  o f  th e  a c t ,  
a r e  c h a n g e d  fr o m  M a r c h  3 1 ,1 9 8 5  to  
S e p t e m b e r  3 0 ,1 9 8 5  to  r e f l e c t  th e  c h a n g e  
in  th e  m a n d a to r y  e f f e c t i v e  d a t e  o f  th e  
a c t  fr o m  A p r il  1 ,1 9 8 2  to  O c t o b e r  1 ,1 9 8 2 .  
S e c o n d ,  a  s e n t e n c e  i s  a d d e d  to  c la r if y  
th a t  th e  l im it e d  r e s c i s s i o n  o p t io n  is

a v a i l a b l e  fo r  p r o g r a m s  w h e t h e r  o r  n o t  
t h e y  e x i s t e d  o n  th e  e f f e c t i v e  d a t e  o f  th e  
a c t .
Section 226.16—Advertising

16(b) A dvertisem ent o f Terms That 
Require Additional D isclosures:

T h e  f ir s t  e x a m p le  in  c o m m e n t  1 6 ( b ) - 5  
i s  d e l e t e d  in  o r d e r  to  r e f l e c t  a  lo n g 
s t a n d in g  p o s i t io n  t a k e n  u n d e r  th e  
p r e v io u s  R e g u la t io n  Z .

C o m m e n t  1 6 (b )—6  is  a d d e d  to  m a k e  
c l e a r  th a t  c h a r g e s  e x c lu d e d  fr o m  th e  
f in a n c e  c h a r g e  u n d e r  § 2 2 6 .4  a r e  n o t  
r e q u ir e d  d i s c lo s u r e s  w h e n  a  tr ig g e r in g  
te r m  is  u s e d  in  a n  a d v e r t i s e m e n t .

Subpart C—Closed-End Credit
Section 226.17— General Disclosure 
Requirements

17(a) Form o f D isclosures:
C o m m e n ts  1 7 (a ) (1 )—5 a d d s  th r e e  

e x a m p l e s  o f  in f o r m a t io n  c o n s id e r e d  
d ir e c t ly  r e la t e d  to  r e q u ir e d  d is c lo s u r e s .  
T h e  f ir s t  n e w  e x a m p le ,  r e la t in g  to  
§ 2 2 6 .1 8 (k ) , c l a r i f ie s  th e  a p p l ic a b i l i t y  o f  
th e  § 2 2 6 ! 8 ( k ) ( l )  d i s c lo s u r e .  F o r  
p u r p o s e s  o f  th is  d is c lo s u r e ,  a  m in im u m  
f in a n c e  c h a r g e  in  a  s im p le  in t e r e s t  
t r a n s a c t io n  is  c o n s id e r e d  a  p e n a l t y .  
S o m e  s t a t e  l a w s  p r o h ib it  c r e d it o r s  fr o m  
c h a r g in g  a  p e n a l t y  in  th e  e v e n t  o f  
p r e p a y m e n t  w h i le  p e r m it t in g  th e  
c r e d it o r  to  c h a r g e  a  m in im u m  c h a r g e . In  
th is  in s t a n c e  th e  c r e d it o r  m a y  s t a t e  th a t  
a  m in im u m  f in a n c e  c h a r g e  m a y  b e  
im p o s e d .

T h e  s e c o n d  a d d i t io n , r e la t in g  to  
§ 2 2 6 .1 8 (f) , r e s p o n d s  to  in q u ir ie s  a b o u t  
d is c lo s in g  th e  f a c t  th a t  a  v a r ia b le - r a t e  
fe a t u r e  m a y  p r o d u c e  n e g a t iv e  
a m o r t iz a t io n . It p e r m its  c r e d it o r s  to  
d i s c l o s e  th is  f a c t  w h e n  m a k in g  th e  o th e r  
r e q u ir e d  v a r ia b le - r a t e  d i s c lo s u r e s .  T h e  
l a s t  e x a m p le  p e r m it s  th e  in c lu s io n  o f  a  
t i t le  fo r  th e  d i s c lo s u r e  s t a t e m e n t .

T h e  p r o p o s e d  r e v i s io n  to  c o m m e n t  
1 7 ( a ) ( l ) - 5  a l s o  w o u ld  h a v e  a d d e d  a  
fo u r th  e x a m p le ,  r e la t in g  to  § 2 2 6 .1 8 (k )(2 ) . 
T h a t  e x a m p le  is  r e f l e c t e d  in  n e w  
c o m m e n t  1 8 ( k ) -3 ,  w h ic h  a d d r e s s e s  th e  
a p p l ic a t io n  o f  p r e p a y m e n t  d i s c lo s u r e s  to  
p r e p a id  f in a n c e  c h a r g e s .

17(c) Basis o f D isclosures and Use o f 
Estim ates:

C o m m e n t  1 7 ( c ) ( l ) - l  i s  r e v i s e d  to  
c la r if y  th e  m e a n in g  o f  th e  te r m  “ le g a l  
o b l ig a t io n .” T h e  s e n t e n c e  d i s c u s s in g  
c o n t r a c t s  la t e r  d e e m e d  u n e n f o r c e a b ly  
b y  a  c o u r t  i s  m o d i f ie d  to  in c lu d e  
s i t u a t io n s  in  w h ic h  a n  in d iv id u a l  te rm , 
r a th e r  th a n  a n  e n t ir e  c o n tr a c t ,  i s  d e e m e d  
u n e n f o r c e a b le .  P o r t io n s  o f  c o m m e n t s  
1 7 ( c ) ( 1 ) - !  a n d  2 a r e  r e s t r u c t u r e d  fo r
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a d d e d  c la r it y .  T h e  p r o p o s e d  a d d i t io n  to  
c o m m e n t  1 7 ( c ) ( l ) - l ,  d i s c u s s in g  th e  e f f e c t  
o f  c e r t a in  p r e v io u s  c o u r t  d e c i s i o n s  o n  
th e  l e g a l  o b l ig a t io n ,  h a s  n o t  b e e n  
a d o p t e d .

C o m m e n t  1 7 (c ) (1 )—4  is  r e v i s e d  to  
c la r i f y  th e  t r e a tm e n t  o f  c e r t a in  b u y d o w n  
p la n s ,  in c lu d in g  th e  F e d e r a l  N a t io n a l  
M o r tg a g e  A s s o c i a t i o n ’s  B u y d o w n  
P r o g r a m , a s  r e v i s e d  fo r  c o m m it m e n t s  
i s s u e d  o n  o r  a f t e r  F e b r u a r y  1 6 ,1 9 8 2 .

A  n e w  c o m m e n t  1 7 (c ) (1 )—S  i s  a d d e d  to  
a d d r e s s  th e  d i s c lo s u r e  o f  a d j u s t a b le  r a te  
m o r tg a g e s  th a t  c o n t a in  a  g r a d u a t e d  
p a y m e n t  fe a t u r e  o r  a n  in i t ia l  p a y m e n t  
a m o u n t  r e s u l t in g  in  n e g a t iv e  
a m o r t iz a t io n .  T h is  c o m m e n t  a p p l ie s  to  
m o r t g a g e s  s u c h  a s  th e  g r a d u a te d  
p a y m e n t  a d j u s t a b le  m o r tg a g e  lo a n  
a u t h o r iz e d  b y  th e  F e d e r a l  H o m e  L o a n  
B a n k  B o a r d  (1 2  C F R  5 4 5 .6 —4 b ). T h e  n e w  
c o m m e n t  h a s  b e e n  r e v i s e d  fr o m  th e  
p r o p o s a l  to  a p p ly  to  a l l  t y p e s  o f  l o a n s  
c o n t a in in g  b o t h  g r a d u a te d  p a y m e n t  a n d  
a d j u s t a b le  r a te  f e a t u r e s .

N e w  c o m m e n t s  1 7 (c ) (3 )—2 a n d  
1 7 ( c ) ( 4 ) -3  a r e  a d d e d  to  c la r if y  th a t  a  
c r e d it o r  m a y  ig n o r e  m in o r  v a r ia t io n s  in  
c a lc u la t in g  s o m e  d i s c lo s u r e s  w it h o u t  
b e in g  r e q u ir e d  to  ig n o r e  t h o s e  v a r ia t io n s  
in  c o m p u t in g  a l l  o f  th e  d is c lo s u r e s .

17(d) M ultiple Creditors; M ultiple 
Consumers:

M a te r ia l  th a t  w a s  in a p p r o p r ia te  fo r  
c o m m e n t a r y  t r e a tm e n t  is  d e l e t e d  fro m  
c o m m e n t  1 7 ( d ) - l .

17(h) Series o f Sales—Delay in 
Disclosures:

C o m m e n t  1 7 ( h ) -2  is  a d d e d  to  a d d r e s s  
th e  c o n t e n t  o f  d i s c lo s u r e s  fo r  
t r a n s a c t io n s  u n d e r  § 2 2 6 .1 7 (h ) .

17(i) Interim Student Credit 
Extensions:

C o m m e n t  1 7 ( i ) - l  i s  a m e n d e d  to  c la r if y  
th e  a p p l ic a b i l i t y  o f  th is  p r o v i s io n .  N o  
s u b s t a n t iv e  c h a n g e  is  m a d e .

C o m m e n t  1 7 ( i ) - 2  i s  r e v i s e d  to  p r o v id e  
fu r th e r  g u id a n c e  o n  th e  b a s i s  fo r  in te r im  
s t u d e n t  c r e d it  d i s c lo s u r e s  a n d  th e  u s e  o f  
e s t i m a t e s .

C o m m e n t  1 7 ( i)—5 is  a d d e d  a s  a  c r o s s  
r e f e r e n c e  to  A p p e n d ix  H , r e g a r d in g  
a p p r o v e d  d i s c lo s u r e  fo r m s .
Section 226.18— Content o f Disclosures

18(f) Variable Rate:
C o m m e n t  1 8 (f)—3 is  a d d e d  to  c la r if y  

th a t  th e  p r e s e n c e  o f  a  v a r ia b le - r a t e  
fe a t u r e  in  a  t r a n s a c t io n  d o e s  n o t , b y  
i t s e l f ,  m a k e  d i s c lo s u r e s  fo r  th a t  
t r a n s a c t io n  e s t im a t e s .  T h e  c o m m e n t  is  
r e v i s e d  fr o m  th e  p r o p o s a l  to  m a k e  c le a r  
th a t  e s t im a t e d  d i s c lo s u r e s  in  a  v a r ia b le -  
r a te  t r a n s a c t io n  m a y  n e v e r t h e l e s s  b e  
a p p r o p r ia t e  fo r  o th e r  r e a s o n s .

C o m m e n t  1 8 ( f ) - 7  i s  a d d e d  to  d i s c u s s  
th e  t r e a tm e n t  o f  g r o w th  e q u it y  
m o r tg a g e s .  T h e  p r o p o s a l  h a s  b e e n  
r e w r i t t e n  a n d  r e s tr u c tu r e d  fo r  a d d e d  
c la r it y .

C o m m e n t  1 8 (f)(3 )—1 i s  r e v i s e d  to  
in c lu d e  a  c r o s s  r e f e r e n c e  to  u p d a te d  
c o m m e n t  1 7 ( a ) ( l ) - 5 ,  w h ic h  p e r m its  th e  
in c lu s io n  o f  a  b r ie f  r e f e r e n c e  to  n e g a t iv e  
a m o r t iz a t io n  in  th e  v a r ia b le - r a t e  
d is c lo s u r e s .

C o m m e n t  1 8 ( f ) (4 )—1 is  r e v i s e d  to  
p r o v id e  fu r th e r  g u id a n c e  o n  th e  b a s i s  fo r  
th e  h y p o t h e t ic a l  e x a m p le .

C o m m e n t  1 8 ( f ) (4 )—2 c o n t a in s  
a d d i t io n a l  e x a m p le s  o f  t r a n s a c t io n s  th a t  
n e e d  n o t  m a k e  th e  h y p o t h e t ic a l  
d is c lo s u r e  r e q u ir e d  in  m o s t  t r a n s a c t io n s  
b y  § 2 2 6 .1 8 ( f)(4 ) .

18(g) Payment Schedule:
C o m m e n t  1 8 ( g ) - l  i s  r e v i s e d  to  c la r if y  

th a t  a  p r e p a id  f in a n c e  c h a r g e  s h o u ld  n o t  
b e  r e f l e c t e d  in  th e  r e p a y m e n t  s c h e d u le  
a s  a  s e p a r a t e  p a y m e n t .

C o m m e n t  1 8 (g ) (2 )—1 is  r e v i s e d  to  
c la r i f y  th a t  th e  a b b r e v ia t e d  d is c lo s u r e s  
m a y  b e  e m p lo y e d  w h e n  m o r tg a g e  
in s u r a n c e  p r e m iu m  p a y m e n t s  g r a d u a l ly  
in c r e a s e  o v e r  a  p o r t io n  o f  th e  lo a n  te rm . 
T h is  w i l l  o c c u r  i f  th e  a c c r u a l  r a te  
e x c e e d s  th e  p a y m e n t  r a te  fo r  a  p e r io d  
a n d  n e g a t iv e  a m o r t iz a t io n  c a u s e s  th e  
u n p a id  p r in c ip a l  b a l a n c e  to  in c r e a s e .  
D u r in g  th is  p e r io d , th e  a m o u n t  o f  e a c h  
p r e m iu m  p a y m e n t  w i l l  in c r e a s e  to  in s u r e  
th e  in c r e a s in g  p r in c ip a l  b a la n c e .  W h e n  
n e g a t iv e  a m o r t iz a t io n  e n d s ,  th e  
p r e m iu m s  w i l l  d e c r e a s e  in  a  t r a d i t io n a l  
m a n n e r . T h e  la n g u a g e  p e r m it s  th e  
c r e d it o r  to  d i s c l o s e  th e  l o w e s t  a n d  
h ig h e s t  p a y m e n t s  in  th e  in c r e a s in g  
s e r i e s  ( w i th  a  r e f e r e n c e  to  th e  v a r ia t io n  
in  p a y m e n t s )  f o l l o w e d  b y  th e  h ig h e s t  
a n d  l o w e s t  p a y m e n t s  in  th e  d e c r e a s in g  
s e r i e s  (w ith  a  r e f e r e n c e  to  th e  v a r ia t io n  
in  p a y m e n t s ) .

18(i) Demand Feature:
C o m m e n t  1 8 ( i)—2 is  r e v i s e d  to  c la r if y  

th a t  a  d u e - o n - s a l e  c l a u s e  is  n o t  a  
d e m a n d  f e a t u r e  r e q u ir in g  d is c lo s u r e .

18(k) Prepayment:
A  n e w  c o m m e n t  1 8 (k )—3  is  a d d e d  to  

a d d r e s s  th e  a p p l ic a t io n  o f  § 2 2 6 .1 8 (k )  to  
p r e p a id  f in a n c e  c h a r g e s .  U n d e r  th e  n e w  
c o m m e n t ,  a  p r e p a id  f in a n c e  c h a r g e  d o e s  
n o t  b y  i t s e l f  r e q u ir e  a  d i s c lo s u r e  u n d e r  
e i t h e r  § 2 2 6 .1 8 ( k ) ( l )  o r  § 2 2 6 .1 8 (k )(2 ) .
T h e  c o m m e n t  a l s o  p e r m it s  c r e d it o r s  to  
fu r th e r  id e n t i f y  th e  f in a n c e  c h a r g e  fo r  
w h ic h  a  r e b a t e  d i s c lo s u r e  i s  m a d e .

C o m m e n t  1 8 ( k ) ( l ) —1 is  c h a n g e d  to  
c la r if y  th a t  t h is  d i s c lo s u r e  a p p l ie s  n o t  
o n ly  to  in t e r e s t  c a lc u la t io n s  m a d e  d a i ly ,  
b u t  to  c a lc u la t io n s  th a t  a r e  m a d e  o th e r  
th a n  d a i ly  w h i le  ta k in g  in to  a c c o u n t

s c h e d u le d  r e d u c t io n s  in  p r in c ip a l. A  
c r o s s  r e f e r e n c e  to  u p d a te d  c o m m e n t  
1 7 (a ) (1 )—5  is  a d d e d  to  p o in t  o u t  th e  
p e r m it t e d  r e f e r e n c e  to  a  m in im u m  
f in a n c e  c h a r g e  in  th e  p e n a l t y  d is c lo s u r e .

C o m m e n t  1 8 ( k ) ( 2 ) - l  i s  r e v i s e d  fr o m  
b o t h  th e  o r ig in a l c o m m e n t a r y  a n d  th e  
p r o p o s a l ,  in  o r d e r  to  r e f l e c t  th e  
t r e a tm e n t  o f  p r e p a id  f in a n c e  c h a r g e s  
u n d e r  n e w  c o m m e n t  1 8 ( k ) -3 .

18(r) Required Deposit- 
A  n e w  c o m m e n t  1 8 ( r ) - 2  i s  a d d e d  to  

a d d r e s s  p le d g e d  a c c o u n t  o r  FL IP  
m o r tg a g e s ,  a l lo w in g  c r e d it o r s  t w o  
o p t io n s  in  d i s c lo s in g  t h o s e  t y p e s  o f  
t r a n s a c t io n s .

Section 226.19— Certain Residential 
M ortgage Transactions

19(a) Time o f D isclosure:
C o m m e n t  1 9 ( a ) - 2  i s  r e v i s e d  to  

c o n fo r m  w it h  c o m m e n t  1 7 ( a ) ( l ) - 5 ,  
r e g a r d in g  e x p la n a t io n  o f  th e  b a s i s  fo r  
e s t im a t e s .

Section 226.20—Subsequent D isclosure 
Requirem ents

20(a) Refinancings:
C o m m e n t  2 0 ( a } - 3  i s  r e v i s e d  to  c la r if y  

th e  c u r r e n t  c o m m e n t a r y  p o s i t io n  th a t  
th e  a d d i t io n  o f  a  v a r ia b le - r a t e  f e a t u r e  to  
a  p r e v io u s ly  f ix e d - r a t e  t r a n s a c t io n  
r e q u ir e s  n e w  d i s c lo s u r e s  r e g a r d le s s  o f  
th e  m a n n e r  in  w h ic h  th e  c h a n g e  is  m a d e .  
It a l s o  d i s c u s s e s  a  v a r ia b le - r a t e  
t r a n s a c t io n  fo r  w h ic h  n o  v a r ia b le - r a t e  
d is c lo s u r e s  w e r e  e v e r  p r o v id e d . T h e  
c o m m e n t  h a s  b e e n  r e o r g a n iz e d  to  c la r if y  
th a t  b o th  s i t u a t io n s  r e q u ir e  n e w  
d is c lo s u r e s .

C o m m e n t  2 0 ( a ) - 5  i s  a d d e d  to  c la r if y  
th e  c o v e r a g e  o f  § 2 2 6 .2 0 (a ) .  
" R e f in a n c in g ,” a s  th e  te r m  is  u s e d  h e r e , 
r e fe r s  o n ly  to  a  n e w  t r a n s a c t io n  u n d e r 
ta k e n  w it h  th e  o r ig in a l  c r e d it o r  (o r  a  
h o ld e r  o r  s e r v ic e r  o f  th e  o r ig in a l  
o b l ig a t io n )  to  r e p la c e  th e  o r ig in a l  
o b l ig a t io n .  T h e  te r m  " r e f in a n c in g ’’ is  
s o m e t im e s  u s e d  to  r e fe r  to  a lo a n , th e  
p r o c e e d s  o f  w h ic h  a r e  u s e d  in  w h o le  o r  
in  p a r t  to  s a t i s f y  a n  o b l ig a t io n  to  a  
d if f e r e n t  c r e d ito r . U n d e r  th e  r e g u la t io n ,  
th a t  lo a n  i s  n o t  a  r e f in a n c in g  b u t  h n e w  
t r a n s a c t io n  s u b j e c t  to  th e  g e n e r a l  
c o v e r a g e  r u le s  a n d  d i s c lo s u r e  
r e q u ir e m e n ts  o f  th e  r e g u la t io n .

20(b) Assumptions:
T h e  r e v i s io n  to  c o m m e n t  2 0 (b )—1 

c la r i f i e s  th e  c o v e r a g e  o f  § 2 2 6 .2 0 (b ) . T h e  
f o l l o w in g  e l e m e n t s  m u s t  a l l  b e  p r e s e n t  
b e f o r e  a n  a s s u m p t io n  u n d e r  th is  s e c t io n  
r e q u ir e s  n e w  d is c lo s u r e s :
•  T h e  o r ig in a l  o b l ig a t io n  m u s t  h a v e  

b e e n  a  c o n s u m e r  c r e d it  o b l ig a t io n  th a t
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w a s  n o t  o r ig in a l ly  e x e m p t  fr o m  th e  
r e g u la t io n .

•  T h e  c r e d it o r  m u s t  e x p r e s s ly  a g r e e  to  
th e  n e w  c o n s u m e r  a s  a  p r im a r y  
o b lig o r .

•  T h e  a g r e e m e n t  m u s t  b e  in  w r it in g .
•  T h e  t r a n s a c t io n  m u s t  b e  a  “ r e s id e n t ia l  

m o r tg a g e  t r a n s a c t io n ” a s  to  th e  n e w  
c o n s u m e r .
T o  d e t e r m in e  i f  d i s c lo s u r e s  a r e  

r e q u ir e d  fo r  th e  t r a n s fe r  o f  a n  o b l ig a t io n  
th a t  is  n o t  c o v e r e d  b y  § 2 2 6 .2 0 (b ) , th e  
c r e d it o r  m u s t  r e fe r  to  th e  g e n e r a l  
c o v e r a g e  r u le s  in  § 2 2 6 .2  a n d  § 2 2 6 .3 .

C o m m e n t  2 0 ( b ) - 6  is  d e l e t e d  fr o m  th e  
c o m m e n t a r y  a s  u n n e c e s s a r y .  D is c u s s io n  
o f  c h a n g e s  in  te r m s  d o e s  n o t  
s ig n i f ic a n t ly  a s s i s t  c r e d it o r s  in  
d e t e r m in in g  w h e t h e r  a n  a s s u m p t io n  is  
s u b j e c t  to  § 2 2 6 .2 0 (b ) .
Section 226.22—Determination o f the 
Annual Percentage Rate

22(a) A ccuracy o f the Annual 
Percentage Rate:

A  s e n t e n c e  i s  a d d e d  to  c o m m e n t  
2 2 (a ) (1 )—4 to  p r o v id e  a n  e x a m p le  o f  th e  
c a lc u la t io n  o f  a  c o m p o s i t e  a n n u a l  
p e r c e n t a g e  r a te , a s  th a t  te r m  i s  u s e d  in  a  
s t e p - r a t e  t r a n s a c t io n .
Section 226.24—Advertising

24(b) Advertisem ent o f  Rate o f  
Finance Charge:

C o m m e n t  2 4 ( b ) - 4  is  a d d e d  to  a d d r e s s  
th e  a d v e r t i s e m e n t  o f  s p e c i a l  f in a n c in g  
in v o lv in g  “ e f f e c t i v e  r a t e s ,” “p a y m e n t  
r a t e s ” o r  “ q u a l i f y in g  r a te s ."  It r e q u ir e s  
th a t  w h e n  th e  a d v e r t i s e m e n t  in c lu d e s  
s u c h  r a t e s ,  th e  a n n u a l  p e r c e n t a g e  r a te ,  
th e  te r m  o f  th e  r e d u c e d  p a y m e n t  
s c h e d u le ,  a n d  th e  r a te  a t  w h ic h  in t e r e s t  
a c c r u e s  a l s o  b e  s t a t e d .  T h is  c o m m e n t  
r e p la c e s  p r o p o s e d  c o m m e n t  2 4 ( b ) -2 .
S u b p a r t  D — M is c e l la n e o u s
Section 226.29—State Exemptions

29(a) General Rule:
C o m m e n t  2 9 ( a ) - 4  is  a d d e d  to  r e f l e c t  

th e  e x e m p t io n s  g r a n t e d  b y  th e  B o a r d  fo r  
c e r t a in  t r a n s a c t io n s  in  C o n n e c t ic u t  a n d  
M a in e  (4 7  F R  3 6 9 6 1 , A u g u s t  2 4 ,1 9 8 2 ) .  
F u r th e r  e x e m p t io n s  th a t  m a y  b e  g l i n t e d  
b y  th e  B o a r d  w i l l  b e  r e f l e c t e d  in  fu tu r e  
u p d a t e s  to  th e  c o m m e n t a r y .
A p p e n d ix  D — M u lt ip le - A d v a n c e  
C o n s tr u c t io n s  L o a n s

C o m m e n t  a p p . D - 2  is  a d d e d  to  p e r m it  
c r e d it o r s  to  o m it  d i s c lo s u r e  o f  a  
v a r ia b le - r a t e  e x a m p le  in  m u lt ip le -  
a d v a n c e  c o n s t r u c t io n  l o a n s  d i s c lo s e d  
p u r s u a n t  to  A p p e n d ix  D , P a r t I. ( S e e  
c o m m e n t  1 8 ( f ) (4 )—2)

C o m m e n t  a p p . D - 3  i s  a d d e d  to  c la r if y  
th a t  th e  t o t a l  o f  p a y m e n t s  d i s c lo s u r e  
u n d e r  A p p e n d ix  D  m a y  b e  c a lc u la t e d  a s  
e i th e r  th e  s u m  o f  th e  p a y m e n t s  o r  a s  th e  
a m o u n t  f in a n c e d  p lu s  th e  f in a n c e  
c h a r g e .

C o m m e n t  a p p . D - 4  i s  a d d e d  to  m a k e  
c le a r  th a t  A p p e n d ix  D  d o e s  n o t  r e q u ir e  
c r e d it o r s  to  u s e  th e  B o a r d ’s  A n n u a l  
P e r c e n t a g e  R a te  T a b le s .  T h e  e s t im a t e d  
a n n u a l  p e r c e n t a g e  r a te  m a y  b e  
c o m p u t e d  u n d e r  e i t h e r  th e  a c tu a r ia l  
m e t h o d  o r  th e  V o lu m e  I m e t h o d .

A p p e n d ix  F— A n n u a l  P e r c e n t a g e  R a te  
C o m p u ta t io n s  fo r  C e r ta in  O p e n -E n d  
C r e d it  P la n s

C o m m e n t  a p p . F - l  i s  a d d e d  to  c r o s s  
r e f e r e n c e  u p d a t e d  c o m m e n t  1 4 ( c ) - 6 .  T h e  
la t t e r  c o m m e n t  d i s c u s s e s  th e  a n n u a l  
p e r c e n t a g e  r a te  c a lc u la t io n  m e t h o d s  fo r  
p la n s  in v o lv in g  b o th  d a i ly  p e r io d ic  r a te s  
a n d  s p e c i f i c  t r a n s a c t io n  c h a r g e s .

A p p e n d ix  H — C lo s e d -E n d  M o d e l  F o r m s  
a n d  C la u s e s

C o m m e n ts  a p p . H - 1 7  th r o u g h  a p p . H -  
2 0  a r e  a d d e d  to  r e f l e c t  th e  a p p r o v a l  
u n d e r  s e c t io n  1 1 3  o f  th e  a c t  o f  c e r t a in  
s t u d e n t  lo a n  fo r m s  i s s u e d  b y  th e  U n it e d  
S t a t e s  D e p a r tm e n t  o f  E d u c a t io n .

L is t  o f  S u b j e c t s  in  1 2  C F R  P a r t  2 2 6
Advertising, Banks, Banking, 

Consumer protection, Credit, Federal 
Reserve System, Finance, Penalties, 
Truth in Lending.

(3 ) Text o f amendments. T h e  
a m e n d m e n t s  to  th e  c o m m e n t a r y  
(S u p p le m e n t  I to  P a r t 2 2 6 ) r e a d  a s  
f o l lo w s :
S u p p le m e n t  I— O f f ic ia l  S t a f f  
C o m m e n ta r y — T I L -1
I n tr o d u c t io n
* * * * *

3. Status o f previous interpretations. 
A ll  s t a t e m e n t s  a n d  o p in io n s  i s s u e d  b y  
th e  F e d e r a l  R e s e r v e  B o a r d  a n d  i t s  s t a f f  
in te r p r e t in g  p r e v io u s  R e g u la t io n  Z  
r e m a in  e f f e c t i v e  u n t i l  O c t o b e r  1 ,1 9 8 2 ,  
o n ly  in s o f a r  a s  t h e y  in te r p r e t  th a t  
r e g u la t io n . W h e n  c o m p l ia n c e  w it h  
r e v i s e d  R e g u la t io n  Z  b e c o m e s  
m a n d a t o r y  o n  O c t o b e r  1 ,1 9 8 2 ,  th e  B o a r d  
a n d  s t a f f  in t e r p r e t a t io n s  o f  th e  p r e v io u s  
r e g u la t io n  w i l l  b e  e n t ir e ly  s u p e r s e d e d  
b y  th e  r e v i s e d  r e g u la t io n  a n d  th is  
c o m m e n t a r y  e x c e p t  w it h  r e g a r d  to  
l i a b i l i t y  u n d e r  th e  p r e v io u s  
r e g u la t io n .*  * *

S u b p a r t  A — G e n e r a l
Section 226.2—D efinitions and Rules o f  
Construction

2(a) Definitions. * * *
2(a)(3) "Arranger o f Credit”. * * *
1. Coverage. * * *
6. R eal estate brokers. The general 

definition does not include a person 
(such as a real estate broker or 
salesperson) who, as part of the process 
of arranging the sale of real property or 
a dwelling, arranges for the seller to 
totally or partly finance the purchase, 
even if the obligation by its terms is 
sim ultaneously assigned by the seller to 
another person. However, a broker or 
salesperson is not exem pt from coverage 
in all transactions. For example, a real 
estate broker may be a creditor in the 
following situations:
• The broker acts as a loan broker to 

arrange for someone other than the 
seller to extend credit, provided that 
the extender of credit (the person to 
whom the obligation is initially 
payable) does not meet the “creditor” 
definition.

• The broker extends credit itself, 
provided that the broker otherwise 
meets the “creditor” definition.* * * 
2(a)(13) “Consummation”.
1. State law governs. W hen a 

contractual obligation on the consum er’s 
part is created is a m atter to be 
determ ined under applicable law; 
Regulation Z does not make this 
determination. A contractual 
commitment agreement, for example, 
that under applicable law  binds the 
consum er to the credit terms would be 
consummation. Consummation, 
however, does not occur merely because 
the consum er has m ade som e financial 
investm ent in the transaction (for 
example, by paying a nonrefundable 
fee) unless, of course, applicable law 
holds otherwise. * * *

2(a)(23) "Prepaid Finance Charge”.* * *
2. Examples. Common exam ples of 

prepaid finance charges include:
• Buyer’s points.
• Service fees.
• Loan fees.
• Finder’s fees.
• Loan guarantee insurance.
• Credit investigation fees.
However, in order for these or any other 
finance charges to be considered 
prepaid, they must be either paid 
separately in cash or check or withheld 
from the proceeds. Prepaid finance 
charges include any portion of the 
finance charge paid prior to or at closing
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o r  s e t t l e m e n t .  * * *
2(a)(24) “R esidential M ortgage 

Transaction ”.
1. Relation to other sections. This 

term is im portant in six provisions in the 
regulation:
•  Section 2 2 8 .4 (c )(7 )— exclusions from 

the finance charge.
•  S e c t io n  2 2 6 .1 5 ( f )— e x e m p t io n  fr o m  th e  

r ig h t o f  r e s c i s s i o n .
• Section 2 2 6 .1 8 (q )— w hether or not the 

obligation is assum able.
•  Section 2 2 6 .1 9 — special timing rules.
•  S e c t io n  2 2 6 .2 0 (b )— d is c lo s u r e  

r e q u ir e m e n t s  fo r  a s s u m p t io n s .
•  S e c t io n  2 2 6 .2 3 ( f )— e x e m p t io n  fr o m  th e  

r ig h t o f  r e s c i s s i o n .  * * *
2(a)(25) “Security In terest”.
1. Threshold test. T h e  t h r e s h o ld  t e s t  i s  

w h e t h e r  a  p a r t ic u la r  in t e r e s t  in  p r o p e r ty  
i s  r e c o g n iz e d  a s  a  s e c u r i t y  in t e r e s t  
u n d e r  a p p l ic a b le  la w .  T h e  r e g u la t io n  
d o e s  n o t  d e t e r m in e  w h e t h e r  a  p a r t ic u la r  
in t e r e s t  is  a  s e c u r i t y  in t e r e s t  u n d e r  
a p p l ic a b le  la w .  I f  th e  c r e d it o r  i s  u n s u r e  
w h e t h e r  a  p a r t ic u la r  in t e r e s t  is  a  
s e c u r i t y  in t e r e s t  u n d e r  a p p l ic a b le  la w  
( fo r  e x a m p le ,  i f  s t a t u t e s  a n d  c a s e  l a w  
a r e  e i t h e r  s i l e n t  o r  in c o n c l u s iv e  o n  th e  
i s s u e ) ,  th e  c r e d it o r  m a y  a t  i t s  o p t io n  
c o n s i d e r  s u c h  in t e r e s t s  a s  s e c u r i t y  
in t e r e s t s  fo r  T ru th  in  L e n d in g  p u r p o s e s .  
H o w e v e r ,  th e  r e g u la t io n  a n d  th e  
c o m m e n t a r y  d o  e x c lu d e  s p e c i f i c  
in t e r e s t s ,  s u c h  a s  a f t e r - a c q u ir e d  
p r o p e r ty  a n d  a c c e s s o r i e s ,  fr o m  th e  
s c o p e  o f  th e  d e f in i t io n  r e g a r d le s s  o f  
th e ir  c a t e g o r iz a t io n  u n d e r  a p p l ic a b le  
l a w ,  a n d  t h e s e  n a m e d  e x c lu s io n s  m a y  
n o t  b e  d i s c l o s e d  a s  s e c u r i t y  in t e r e s t s  
u n d e r  th e  r e g u la t io n . (B u t s e e  th e  
d i s c u s s io n  o f  e x c lu s io n s  e l s e w h e r e  iii 
th e  c o m m e n t a r y  to  § 2 2 6 .2 (a )(2 5 ) .)

2 . Exclusions. T h e  g e n e r a l  d e f in it io n  
o f  s e c u r i t y  in t e r e s t  e x c lu d e s  th r e e  
g r o u p s  o f  in te r e s t s :  in c id e n t a l  in t e r e s t s ,  
in t e r e s t s  in  a f t e r - a c q u ir e d  p r o p e r ty , a n d  
in t e r e s t s  th a t  a r is e  s o l e l y  b y  o p e r a t io n  
o f  l a w .  T h e s e  in t e r e s t s  m a y  n o t  b e  
d i s c l o s e d  w it h  th e  d i s c lo s u r e s  r e q u ir e d  
u n d e r  § 2 2 6 .1 8 , b u t  th e  c r e d it o r  i s  n o t  
p r e c lu d e d  fr o m  p r e s e r v in g  t h e s e  r ig h ts  
e l s e w h e r e  in  th e  c o n t r a c t  d o c u m e n t s ,  o r  
in v o k in g  a n d  e n f o r c in g  s u c h  r ig h ts , i f  it 
i s  o t h e r w i s e  la w f u l  to  d o  s o .  I f  th e  
c r e d i t o r ' i s  u n s u r e  w h e t h e r  a  p a r t ic u la r  
in t e r e s t  i s  o n e  o f  th e  e x c lu d e d  in t e r e s t s ,  
th e  c r e d it o r  m a y , a t  i t s  o p t io n , c o n s id e r  
s u c h  in t e r e s t s  a s  s e c u r i t y  in t e r e s t s  fo r  
T r u th  in  L e n d in g  p u r p o s e s .  * * *
Section 226.4—Finance Charge
t * * * *

4(b) Exam ples o f Finance

Charge.* * *
Paragraph 4(b)(9). * * *
3. Determination o f  the regular price. 

T h e  “ r e g u la r  p r i c e ” i s  c r i t ic a l  in  
d e t e r m in in g  w h e t h e r  th e  d i f f e r e n c e  
b e t w e e n  th e  p r ic e  c h a r g e d  to  c a s h  
c u s t o m e r s  a n d  c r e d it  c u s t o m e r s  i s  a  
“ d is c o u n t ” o r  a  “ s u r c h a r g e ,” a s  t h e s e  
te r m s  a r e  d e f in e d  in  a m e n d e d  s e c t io n  
1 0 3  o f  th e  a c t . T h e  “r e g u la r  p r ic e ” is  
d e f in e d  in  s e c t io n  1 0 3  o f  th e  a c t  a s  “ th e  
ta g  o r  p o s t e d  p r ic e  c h a r g e d  fo r  th e  
p r o p e r ty  o r  s e r v ic e  i f  a  s in g le  p r ic e  is  
ta g g e d  o r  p o s t e d ,  o r  th e  p r ic e  c h a r g e d  
fo r  th e  p r o p e r ty  o r  s e r v ic e  w h e n  
p a y m e n t  i s  m a d e  b y  u s e  o f  a n  o p e n - e n d  
c r e d it  a c c o u n t  o r  a  c r e d it  c a r d  i f  e i th e r  
(1 ) n o  p r ic e  i s  ta g g e d  o r  p o s t e d ,  o r  (2) 
t w o  p r ic e s  a r e  ta g g e d  o r  p o s t e d .  . . .” 
F o r  e x a m p le ,  in  th e  s a l e  o f  m o to r  v e h ic le  
fu e l ,  th e  ta g g e d  o r  p o s t e d  p r ic e  is  th e  
p r ic e  d i s p la y e d  a t  th e  p u m p . A s  a  r e s u lt , 
th e  h ig h e r  p r ic e  ( th e  o p e n - e n d  c r e d it  o r  
c r e d it  c a r d  p r ic e )  m u s t  b e  d i s p la y e d  a t 
th e  p u m p , e i th e r  a lo n e  o r  a lo n g  w it h  th e  
c a s h  p r ic e . S e r v i c e  s t a t io n  o p e r a to r s  
m a y  d e s ig n a t e  s e p a r a t e  p u m p s  o r  
s e p a r a t e  i s la n d s  a s  b e in g  fo r  e i t h e r  c a s h  
o r  c r e d it  p u r c h a s e s  a n d  d i s p la y  o n ly  th e  
a p p r o p r ia t e  p r ic e s  a t  th e  v a r io u s  p u m p s .  
I f a  p u m p  is  c a p a b le  o f  d is p la y in g  o n  it s  
m e t e r  e i t h e r  a  c a s h  o r  a  c r e d it  p r ic e  
d e p e n d in g  u p o n  th e  c o n s u m e r ’s  m e a n s  
o f  p a y m e n t ,  b o t h  th e  c a s h  p r ic e  a n d  th e  
c r e d it  p r ic e  m u s t  b e  d i s p la y e d  a t  th e  
p u m p . A  s e r v ic e  s t a t io n  o p e r a to r  m a y  
d is p la y  th e  c a s h  p r ic e  o f  fu e l  b y  i t s e l f  o n  
a  c u r b  s ig n , a s  lo n g  a s  th e  s ig n  c le a r ly  
in d ic a t e s  th a t  th e  p r ic e  i s  l im ite d  to  c a s h  
p u r c h a s e s .  * * *

4(c) Charges Excluded from  the 
Finance Charge. * * *

Paragraph 4(c)(7).
1. R eal estate or residential mortgage 

transaction charges. T h e  l i s t  o f  c h a r g e s  
in  § 2 2 6 .4 (c ) (7 )  a p p l ie s  b o th  to  
r e s id e n t ia l  m o r tg a g e  t r a n s a c t io n s  
( w h ic h  m a y  in c lu d e , fo r  e x a m p le ,  th e  
p u r c h a s e  o f  a  m o b i le  h o m e )  a n d  to  o th e r  
t r a n s a c t io n s  s e c u r e d  b y  r e a l  e s t a t e .  T h e  
f e e s  a r e  e x c lu d e d  fr o m  th e  f in a n c e  
c h a r g e  e v e n  i f  th e  s e r v i c e s  fo r  w h ic h  th e  
f e e s  a r e  im p o s e d  a r e  p e r fo r m e d  b y  th e  
c r e d i t o r ’s  e m p l o y e e s  r a th e r  th a n  b y  a  
th ir d  p a r ty . In  a d d i t io n ,  c r e d it  r e p o r t  
f e e s  in c lu d e  n o t  o n ly  th e  c o s t  o f  th e  
r e p o r t  i t s e l f ,  b u t  a l s o  th e  c o s t  o f  
v e r i f y in g  in fo r m a t io n  in  th e  r e p o r t . I f  a  
lu m p  s u m  i s  c h a r g e d  fo r  s e v e r a l  s e r v i c e s  
a n d  in c lu d e s  a  c h a r g e  th a t  i s  n o t  
e x c lu d a b le ,  a  p o r t io n  o f  th e  t o t a l  s h o u ld  
b e  a l l o c a t e d  to  th a t  s e r v i c e  a n d  in c lu d e d  
in  th e  f in a n c e  c h a r g e . A  c h a r g e  fo r  a  
l a w y e r ’s  a t t e n d a n c e  a t  th e  c lo s in g  o r  a

c h a r g e  fo r  c o n d u c t in g  th e  c lo s in g  (fo r  
e x a m p le ,  b y  a  t i t le  c o m p a n y )  is  
e x c lu d e d  fr o m  th e  f in a n c e  c h a r g e  i f  th e  
c h a r g e  is  p r im a r ily  fo r  s e r v i c e s  r e la t e d  
to  i t e m s  l i s t e d  in  § 2 2 6 .4 (c ) (7 )  (fo r  
e x a m p le ,  r e v ie w in g  o r  c o m p le t in g  
d o c u m e n t s ) ,  e v e n  i f  o th e r  in c id e n t a l  
s e r v ic e s ,  s u c h  a s  e x p la in in g  v a r io u s  
d o c u m e n t s  o r  d is b u r s in g  fu n d s  fo r  th e  
p a r t ie s ,  a r e  p e r fo r m e d . In  a l l  c a s e s ,  
c h a r g e s  e x c lu d e d  u n d e r  § 2 2 6 .4 (c ) (7 )  
m u s t  b e  b o n a  f id e  a n d  r e a s o n a b le .

4(d) Insurance. * * *
1 1 . Initial term. T h e  in it ia l  te rm  o f  

in s u r a n c e  c o v e r a g e  d e t e r m in e s  th e  
p e r io d  fo r  w h ic h  a  p r e m iu m  a m o u n t  
m u s t  b e  d i s c lo s e d .  In  s o m e  c a s e s  th e  
in i t ia l  te r m  i s  c le a r ,  fo r  e x a m p le ,  a  
p r o p e r ty  in s u r a n c e  p o l i c y  o n  a n  
a u t o m o b i le  w r i t t e n  fo r  o n e  y e a r  ( e v e n  
th o u g h  th e  te r m  o f  th e  c r e d it  t r a n s a c t io n  
i s  fo u r  y e a r s )  o r  a  c r e d it  l i f e  in s u r a n c e  
p o l ic y  fo r  th e  te r m  o f  th e  c r e d it  
t r a n s a c t io n  p u r c h a s e d  b y  p a y in g  o r  
f in a n c in g  a  s in g le  p r e m iu m . In  o th e r  
c a s e s ,  h o w e v e r ,  it  m a y  n o t  b e  c le a r  w h a t  
th e  in i t ia l  te r m  o f  th e  in s u r a n c e  is ,  fo r  
e x a m p le ,  w h e n  th e  c o n s u m e r  a g r e e s  to  
p a y  a p r e m iu m  th a t  i s  a s s e s s e d  
p e r io d ic a l l y  a n d  th e  c o n s u m e r  is  u n d e r  
n o  o b l ig a t io n  to  c o n t in u e  m a k in g  th e  
p a y m e n t s .  In  c a s e s  s u c h  a s  th is , th e  c o s t  
d is c lo s u r e  m a y  b e  m a d e  o n  th e  b a s i s  o f  
a  p r e m iu m  fo r  o n e  y e a r  o f  in s u r a n c e  
c o v e r a g e .  T h e  p r e m iu m  m u s t  b e  c le a r ly  
l a b e l e d  a s  b e in g  fo r  o n e  y e a r .

1 2 . Loss-of-incom e insurance. The 
loss-of-income insurance mentioned in 
§ 226.4(d) includes involuntary 
unemployment insurance, which 
provides that some or all of the 
consumer’s payments will be made if the 
consumer becomes unemployed 
involuntarily. * * *

Subpart B—Open-end Credit
Section 226.5— G eneal Disclosure 
Requirem ents

5(a) Form o f D isclosures. * * *
Paragraph 5(a)(2).
1 . When disclosures must be “m ore 

conspicuous. ”  T h e  te r m s  " f in a n c e  
c h a r g e ” a n d  “ a n n u a l  p e r c e n t a g e  r a te " , 
w h e n  r e q u ir e d  to  b e  u s e d  w it h  a  
n u m b e r , m u s t  b e  d i s c l o s e d  m o r e  
c o n s p ic u o u s ly  th a n  o th e r  r e q u ir e d  
d is c lo s u r e s ,  e x c e p t  in  th e  t w o  c a s e s  
p r o v id e d  in  f o o t n o t e  9 . A t  th e  c r e d it o r ’s  
o p t io n , “ f in a n c e  c h a r g e "  a n d  “a n n u a l  
p e r c e n t a g e  r a te "  m a y  a l s o  b e  d i s c lo s e d  
m o r e  c o n s p ic u o u s ly  th a n  th e  o th e r  
r e q u ir e d  d i s c lo s u r e s  e v e n  w h e n  th e  
r e g u la t io n  d o e s  n o t  s o  r e q u ir e . T h e
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following examples illustrate these rules:
•  In  d i s c lo s in g  th e  a n n u a l  p e r c e n t a g e  

r a te  a s  r e q u ir e d  b y  § 2 2 6 .6 (a )(2 ) , th e  
te r m  ‘‘a n n u a l  p e r c e n t a g e  r a t e ” is  
s u b j e c t  to  th e  “ m o r e  c o n s p ic u o u s ’’ 
ru le .

•  In  d i s c lo s in g  th e  a m o u n t  o f  th e  
f in a n c e  c h a r g e , r e q u ir e d  b y  § 2 2 6 .7 (f) , 
th e  te r m  “ f in a n c e  c h a r g e ” i s  s u b j e c t  to  
th e  " m o r e  c o n s p ic u o u s ” ru le .

•  A l t h o u g h  n e i t h e r  " f in a n c e  c h a r g e ” n o r  
“a n n u a l  p e r c e n t a g e  r a t e ” n e e d  b e  
e m p h a s iz e d  w h e n  u s e d  a s  p a r t  o f  
g e n e r a l  in fo r m a t io n a l  m a te r ia l  o r  in  
t e x t u a l  d e s c r ip t io n s  o f  o th e r  te r m s ,  
e m p h a s i s  i s  p e r m is s ib le  in  s u c h  c a s e s .  
F o r  e x a m p le ,  w h e n  th e  te r m s  a p p e a r  
a s  p a r t  o f  th e  e x p la n a t io n s  r e q u ir e d  
u n d e r  § 2 2 6 .6 (a )  (3 ) a n d  (4 ), t h e y  m a y  
b e  e q u a l ly  c o n s p ic u o u s  a s  th e  
d is c lo s u r e s  r e q u ir e d  u n d e r
§ §  2 2 6 .6 (a )(2 )  a n d  2 2 6 .7 (g ) . * * *
5(b) Time o f D isclosures.
5(b)(1) Initial Disclosures.
1 . D isclosure before the first 

transaction. The rule that the initial disclosure statement must be furnished "before the first transaction" requires delivery of the initial disclosure statement before the consumer becomes obligated on the plan (for example, before the consumer makes the first purchase, receives the first advance, or pays a fee under the plan).
• If the consumer pays a membership fee before receiving the Truth in Lending disclosures, or the consumer agrees to the imposition of a membership fee at the time of application and the Truth in Lending disclosure statement is not given at that time, disclosures are timely as long as the consumer, after receiving the disclosures, can reject the plan. The creditor must refund the membership fee if it has been paid, or clear the account if it has been debited to the consumer’s account• If the consumer receives a cash advance check at the same time the Truth in Lending disclosures are provided, disclosures are still timely if the consumer can, after receiving the disclosures, return the cash advance check to the creditor without obligation (for example, without paying finance charges).
•  I n it ia l  d i s c lo s u r e s  n e e d  n o t  b e  g iv e n  

b e f o r e  th e  im p o s i t io n  o f  a n  
a p p l ic a t io n  f e e  u n d e r  § 2 2 6 .4 (c ) (1 ) .

• If, after receiving the disclosures, the consumer uses the account, pays a

f e e ,  o r  n e g o t ia t e s  a  c a s h  a d v a n c e  
c h e c k , th e  c r e d it o r  m a y  c o n s i d e r  th e  
a c c o u n t  n o t  r e j e c t e d  fo r  p u r p o s e s  o f  
th is  s e c t io n .  * * *
5(c) Basis o f D isclosures and Use o f 

Estimates.
1 . Legal obligation. T h e  d i s c lo s u r e s  

s h o u ld  r e f l e c t  th e  c r e d it  te r m s  to  w h ic h  
th e  p a r t ie s  a r e  l e g a l l y  b o u n d  a t  th e  t im e  
o f  g iv in g  th e  d is c lo s u r e s .
•  T h e  le g a l  o b l ig a t io n  i s  d e t e r m in e d  b y  

a p p l ic a b le  s t a t e  o r  o th e r  la w .
•  T h e  f a c t  th a t  a  te r m  o r  c o n t r a c t  m a y  

la t e r  b e  d e e m e d  u n e n f o r c e a b le  b y  a  
c o u r t  o n  th e  b a s i s  o f  e q u it y  o r  o th e r  
g r o u n d s  d o e s  n o t , b y  i t s e l f ,  m e a n  th a t  
d is c lo s u r e s  b a s e d  o n  th a t  te r m  o r  
c o n t r a c t  d id  n o t  r e f l e c t  th e  le g a l  
o b l ig a t io n .

•  T h e  l e g a l  o b l ig a t io n  n o r m a l ly  is  
p r e s u m e d  to  b e  c o n t a in e d  in  th e  
c o n t r a c t  th a t  e v i d e n c e s  th e  
a g r e e m e n t .  B u t th is  m a y  b e  r e b u t te d  i f  
a n o th e r  a g r e e m e n t  b e t w e e n  th e
p a r t ie s  l e g a l l y  m o d i f ie s  th a t  c o n tr a c t .
* * *

5(d) M ultiple Creditors; M ultiple 
Consumers.

1. M ultiple creditors. U n d e r  § 2 2 6 .5 (d ):
•  C r e d ito r s  m u s t  c h o o s e  w h ic h  o f  th e m  

w i l l  m a k e  th e  d is c lo s u r e s .
•  A  s in g le ,  c o m p le t e  s e t  o f  d i s c lo s u r e s  

m u s t  b e  p r o v id e d , r a th e r  th a n  p a r t ia l  
d is c lo s u r e s  fr o m  s e v e r a l  c r e d it o r s .

•  A l l  d i s c lo s u r e s  fo r  th e  o p e n - e n d  c r e d it  
p la n  m u s t  b e  g iv e n ,  e v e n  i f  th e  
d i s c lo s in g  c r e d it o r  w o u ld  n o t  
o t h e r w i s e  h a v e  b e e n  o b l ig a t e d  to  
m a k e  a  p a r t ic u la r  d i s c lo s u r e .  * * *

Section 226.6—Initial Disclosure 
Statement

2. Separate initial disclosures 
perm itted. In  a  c e r t a in  o p e n - e n d  c r e d it  
p r o g r a m  in v o lv in g  m o r e  th a n  o n e  
c r e d ito r — a  c a r d  i s s u e r  o f  t r a v e l - a n d -  
e n t e r t a in m e n t  c a r d s  a n d  a  f in a n c ia l  
in s t i t u t io n — th e  c o n s u m e r  h a s  th e  o p t io n  
to  p a y  th e  c a r d  i s s u e r  d ir e c t ly  o r  to  
t r a n s fe r  to  th e  f in a n c ia l  in s t i t u t io n  a l l  o r  
p a r t o f  th e  a m o u n t  o w in g .  In  th is  c a s e ,  
th e  c r e d it o r s  m a y  s e n d  s e p a r a t e  in it ia l  
d is c lo s u r e  s t a t e m e n t s .

6(a) Finance Charge * * *
Paragraph 6(a)(2) * * *
2 . Variable-rate disclosures—  

coverage. T h is  s e c t i o n  c o v e r s  o p e n - e n d  
c r e d it  p la n s  u n d e r  w h ic h  r a te  c h a n g e s  
a r e  p a r t  o f  th e  p la n  a n d  a r e  t i e d  to  a n  
in d e x  o r  fo r m u la . A  c r e d it o r  w o u ld  u s e  
v a r ia b le - r a t e  d i s c lo s u r e s  (a n d  th u s  b e  
e x c u s e d  fr o m  th e  r e q u ir e m e n t  o f  g iv in g

a  c h a n g e - in - t e r m s  n o t ic e  w h e n  r a te  
in c r e a s e s  o c c u r  a s  d i s c lo s e d )  fo r  p la n s  
in v o lv in g  r a te  c h a n g e s  s u c h  a s  th e  
fo l lo w in g :
•  R a t e  c h a n g e s  th a t  a r e  t i e d  to  th e  r a te  

th e  c r e d it o r  p a y s  o n  i t s  6 -m o n th  
m o n e y  m a r k e t  c e r t i f i c a t e s .

•  R a t e  c h a n g e s  th a t  a r e  t i e d  to  T r e a s u r y  
b il l  r a te s .

•  R a t e  c h a n g e s  th a t  a r e  t i e d  to  c h a n g e s  
in  th e  c r e d i t o r ’s  c o m m e r c ia l  le n d in g  
r a te .

In  c o n t r a s t ,  th e  c r e d i t o r ’s c o n tr a c t  
r e s e r v a t io n  to  in c r e a s e  th e  r a te  w it h o u t  
r e f e r e n c e  to  s u c h  a n  in d e x  o r  fo r m u la  
(fo r  e x a m p le ,  a  p la n  th a t  s im p iy  
p r o v id e s  th a t  th e  c r e d i t o r  r e s e r v e s  th e  
r ig h t to  r a is e  i t s  r a te s )  w o u ld  n o t  b e  
c o n s id e r e d  a  v a r ia b le - r a t e  p la n  fo r  
T r u th  in  L e n d in g  d i s c lo s u r e  p u r p o s e s .  
M o r e o v e r ,  a n  o p e n - e n d  c r e d it  p la n  in  
w h ic h  th e  e m p l o y e e  r e c e iv e s  a  lo w e r  
r a te  c o n t in g e n t  u p o n  e m p lo y m e n t  ( th a t  
i s ,  w i t h  th e  r a te  to  b e  in c r e a s e d  u p o n  
t e r m in a t io n  o f  e m p lo y m e n t )  is  n o t  a 
v a r ia b le - r a t e  p la n . (W ith  r e g a r d  to  s u c h  
e m p lo y e e  p r e f e r e n t ia l - r a t e  p la n s ,  
h o w e v e r ,  s e e  c o m m e n t  9 (c )—1, w h ic h  
p r o v id e s  th a t  i f  th e  s p e c i f i c  c h a n g e  th a t  
w o u ld  o c c u r  is  d i s c l o s e d  o n  th e  in it ia l  
d is c lo s u r e  s t a t e m e n t ,  n o  n o t ic e  o f  a  
c h a n g e  in  te r m s  n e e d  b e  g iv e n  w h e n  th e  
te rm  la te r  c h a n g e s  a s  d i s c lo s e d . )  * * * 

6(b) Other Charges * * *
2. Exclusions. T h e  f o l l o w in g  a r e  

e x a m p l e s  o f  c h a r g e s  th a t  a r e  n o t  " o th e r  
c h a r g e s ” :
•  F e e s  c h a r g e d  fo r  d o c u m e n ta r y  

e v id e n c e  o f  t r a n s a c t io n s  fo r  in c o m e  
t a x  p u r p o s e s .

•  A m o u n t s  p a y a b l e  b y  a  c o n s u m e r  fo r  
c o l l e c t io n  a c t iv i t y  a f t e r  d e fa u lt ;  
a t t o r n e y ’s  f e e s ,  w h e t h e r  o r  n o t  
a u t o m a t i c a l ly  im p o s e d ;  f o r e c lo s u r e  
c o s t s ;  p o s t - ju d g m e n t  in t e r e s t  r a t e s  
im p o s e d  b y  la w ;  a n d  r e in s t a t e m e n t  o r  
r e i s s u a n c e  f e e s .

•  P r e m iu m s  fo r  v o lu n t a r y  c r e d it  l i f e  o r  
d is a b i l i t y  in s u r a n c e , o r  fo r  p r o p e r ty  
in s u r a n c e , th a t  a r e  n o t  p a r t  o f  th e  
f in a n c e  c h a r g e .

•  A p p l ic a t io n  f e e s  u n d e r  § 2 2 6 .4 (c ) (1 ) .
•  A  m o n t h ly  s e r v ic e  c h a r g e  fo r  a  

c h e c k in g  a c c o u n t  w it h  o v e r d r a f t  
p r o t e c t io n  th a t  i s  a p p l ie d  to  a l l  
c h e c k in g  a c c o u n t s ,  w h e t h e r  o r  n o t  a 
c r e d it  f e a t u r e  i s  a t t a c h e d .

•  C h a r g e s  fo r  s u b m it t in g  a s  p a y m e n t  a  
c h e c k  th a t  i s  la t e r  r e tu r n e d  u n p a id .  
( S e e  th e  c o m m e n t a r y  to  § 2 2 6 .4 (c ) (2 ) .)

Section 226.7—Periodic Statem ent 
2 . Separate periodic statem ents
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perm itted. In  a c e r t a in  o p e n - e n d  c r e d it  
p r o g r a m  in v o lv in g  m o r e  th a n  o n e  
c r e d it o r — a c a r d  i s s u e r  o f  t r a v e l -a n d -  
e n t e r t a in m e n t  c a r d s  a n d  a  f in a n c ia l  
in s t i t u t io n — th e  c o n s u m e r  h a s  th e  o p t io n  
to  p a y  th e  c a r d  i s s u e r  d ir e c t ly  o r  to  

t r a n s fe r  to  th e  f in a n c ia l  in s t i t u t io n  a l l  o r  
p a r t  o f  th e  a m o u n t  o w in g .  In th is  c a s e ,  
th e  c r e d it o r s  m a y  s e n d  s e p a r a t e  p e r io d ic  
s t a t e m e n t s  th a t  r e f l e c t  th e  s e p a r a t e  
o b l ig a t io n s  o w e d  to  e a c h .  * * *

7(b) Identification o f Transactions:
1. M ultifeaturedplans. In  id e n t i f y in g  

t r a n s a c t io n s  u n d e r  § 2 2 6 .7 (b )  fo r  
m u lt i f e a t u r e d  p la n s ,  c r e d it o r s  m a y , fo r  
e x a m p le ,  c h o o s e  to  a r r a n g e  t r a n s a c t io n s  
b y  fe a t u r e  ( s u c h  a s  d i s c lo s in g  s a l e  
t r a n s a c t io n s  s e p a r a t e ly  fr o m  c a s h  
a d v a n c e  t r a n s a c t io n s )  o r  in  s o m e  o th e r  
c l e a r  m a n n e r , s u c h  a s  b y  a r r a n g in g  th e  
t r a n s a c t io n s  in  g e n e r a l  c h r o n o lo g ic a l  
o r d e r . * * *

7(c) Credits * * *
3. Date. If o n ly  o n e  d a t e  is  d i s c lo s e d  

( th a t  is ,  th e  c r e d it in g  d a t e  a s  r e q u ir e d  b y  
th e  r e g u la t io n ) ,  n o  fu r th e r  id e n t i f i c a t io n  
o f  th a t  d a t e  is  n e c e s s a r y .  M o r e  th a n  o n e  
d a t e  m a y  b e  d i s c lo s e d  fo r  a  s in g le  e n tr y ,  
a s  lo n g  a s  it i s  c l e a r  w h ic h  d a t e  
r e p r e s e n t s  th e  d a t e  o n  w h ic h  c r e d it  w a s  
g iv e n .  * * *

7(e) Balance on Which Finance 
Charge Computed * * *

2. Split rates applied to balance 
ranges. I f  s p l i t  r a t e s  w e r e  a p p l ie d  to  a 
b a l a n c e  b e c a u s e  d i f f e r e n t  p o r t io n s  o f  
th e  b a l a n c e  fa ll  w i t h in  t w o  o r  m o r e  
b a l a n c e  r a n g e s ,  th e  c r e d it o r  n e e d  n o t  
s e p a r a t e l y  d i s c l o s e  th e  p o r t io n s  o f  th e  
b a l a n c e  s u b j e c t  to  s u c h  d if f e r e n t  r a te s  
s in c e  th e  r a n g e  o f  b a l a n c e s  to  w h ic h  th e  
r a t e s  a p p ly  h a s  b e e n  s e p a r a t e ly  
d i s c lo s e d .  F o r  e x a m p le ,  a  c r e d it o r  c o u ld  
d i s c l o s e  a  b a l a n c e  o f  $ 7 0 0  fo r  p u r c h a s e s  
e v e n  th o u g h  a  m o n t h ly  p e r io d ic  r a te  o f  
1 .5  p e r c e n t  a p p l ie d  to  th e  fir s t  $ 5 0 0 , a n d  
a  m o n t h ly  p e r io d ic  r a te  o f  1 p e r c e n t  to  
th e  r e m a in d e r . T h is  o p t io n  to  d i s c l o s e  a  
c o m b in e d  b a l a n c e  d o e s  n o t  a p p ly  w h e n  
th e  f in a n c e  c h a r g e  is  c o m p u t e d  b y  
a p p ly in g  th e  s p l i t  r a t e s  to  e a c h  d a y ’s 
b a l a n c e  (in  c o n t r a s t ,  fo r  e x a m p le ,  to  
a p p ly in g  th e  r a t e s  to  th e  a v e r a g e  d a i ly  
b a la n c e ) .  In th a t  c a s e ,  th e  b a l a n c e s  m u s t  
b e  d i s c lo s e d  u s in g  a n y  o f  th e  o p t io n s  
th a t  a r e  a v a i l a b l e  i f  t w o  o r  m o r e  d a i ly  
r a t e s  a r e  im p o s e d .  ( S e e  c o m m e n t  7 ( e ) -  
5 .) * * *

Comment 7(e)-8  is redesignated as 
7(e)-4.

4 . M ultifeatured plans. In  a  
m u lt i f e a t u r e d  p la n , th e  c r e d it o r  m u s t  
d i s c l o s e  a  s e p a r a t e  b a l a n c e  (o r  
b a l a n c e s ,  a s  a p p l ic a b le )  to  w h ic h  a 
p e r io d ic  r a te  w a s  a p p l ie d  fo r  e a c h

fe a t u r e  o r  g r o u p  o f  f e a t u r e s  s u b j e c t  to  
d if f e r e n t  p e r io d ic  r a t e s  o r  d if f e r e n t  
b a l a n c e  c o m p u t a t io n  m e t h o d s .  S e p a r a t e  
b a l a n c e s  a r e  n o t  r e q u ir e d , h o w e v e r ,  
m e r e ly  b e c a u s e  a  “ f r e e - r id e ” p e r io d  is  
a v a i l a b l e  fo r  s o m e  f e a t u r e s  b u t  n o t  
o th e r s .  A  to ta l  b a l a n c e  fo r  th e  e n t ir e  
p la n  i s  o p t io n a l .  T h is  d o e s  n o t  a f f e c t  
h o w  m a n y  b a l a n c e s  th e  c r e d it o r  m u s t  
d i s c l o s e — o r  m a y  d i s c lo s e — w it h in  e a c h  
fe a tu r e . ( S e e ,  fo r  e x a m p le ,  c o m m e n t  
7 (e )—5.) * * *

Comment 7(e)~4 is redesignated as 
7(e)-5.

5. Daily rate on daily balance. If th e  
f in a n c e  c h a r g e  is  c o m p u te d  o n  th e  
b a la n c e  e a c h  d a y  b y  a p p l ic a t io n  o f  o n e  
o r  m o r e  d a i ly  p e r io d ic  r a te s , th e  b a la n c e  
o n  w h ic h  th e  f in a n c e  c h a r g e  w a s  
c o m p u t e d  m a y  b e  d i s c lo s e d  in  a n y  o f  
th e  f o l l o w in g  w a y s  fo r  e a c h  fe a tu r e :
•  I f a  s in g le  d a i ly  p e r io d ic  r a te  is  

im p o s e d ,  th e  b a la n c e  to  w h ic h  it is  
a p p l ic a b le  m a y  b e  s t a t e d  a s:
— A  b a la n c e  fo r  e a c h  d a y  in  th e  b i l l in g  

c y c le
— A  b a la n c e  fo r  e a c h  d a y  in  th e  b i l l in g  

c y c l e  o n  w h ic h  th e  b a la n c e  in  th e  
a c c o u n t  c h a n g e s  

— T h e  s u m  o f  th e  d a i ly  b a l a n c e s  
d u r in g  th e  b i l l in g  c y c le  

— T h e  a v e r a g e  d a i ly  b a la n c e  d u r in g  
th e  b i l l in g  c y c le ,  in  w h ic h  c a s e  th e  
c r e d it o r  s h a l l  e x p la in  th a t  th e  
a v e r a g e  d a i ly  b a la n c e  is  o r  c a n  b e  
m u lt ip l ie d  b y  th e  n u m b e r  o f  d a y s  in  
th e  b i l l in g  c y c le  a n d  th e  p e r io d ic  
r a te  a p p l ie d  to  th e  p r o d u c t  to  
d e t e r m in e  th e  a m o u n t  o f  th e  f in a n c e  
c h a r g e .

• If t w o  o r  m o r e  d a i ly  p e r io d ic  r a te s  
m a y  b e  im p o s e d , th e  b a l a n c e s  to  
w h ic h  th e  r a te s  a r e  a p p l ic a b le  m a y  b e  
s t a t e d  a s:
— A  b a la n c e  fo r  e a c h  d a y  in  th e  b il l in g  

c y c le
— A  b a l a n c e  fo r  e a c h  d a y  in  th e  b il l in g  

c y c l e  o n  w h ic h  th e  b a la n c e  in  th e  
a c c o u n t  c h a n g e s  

— T w o  o r  m o r e  a v e r a g e  d a i ly  
b a la n c e s ,  e a c h  a p p l ic a b le  to  th e  
d a i ly  p e r io d ic  r a t e s  im p o s e d  fo r  th e  
t im e  th a t  th o s e  r a te s  w e r e  in  e f f e c t ,  
a s  lo n g  a s  th e  c r e d it o r  e x p la in s  th a t  
th e  f in a n c e  c h a r g e  is  o r  m a y  b e  
d e t e r m in e d  b y  (1) m u lt ip ly in g  e a c h  
o f  th e  a v e r a g e  b a l a n c e s  b y  th e  
n u m b e r  o f  d a y s  in  th e  b il l in g  c y c l e  
(o r  i f  th e  d a i ly  r a te  v a r ie d  d u r in g  th e  
c y c le ,  b y  m u lt ip ly in g  b y  th e  n u m b e r  
o f  d a y s  th e  a p p l ic a b le  r a te  w a s  in  
e f f e c t ) ,  (2 ) m u lt ip ly in g  e a c h  o f  th e  
r e s u l t s  b y  th e  a p p l ic a b le  d a i ly

p e r io d ic  r a te , a n d  (3) a d d in g  t h e s e  
p r o d u c ts  to g e th e r .

Comments 7(e)-5, 6, and 7 are 
redesignated as 7(e)-6, 7, and 8. 
respectively.

Comment 7(e)-8 is redesignated as 
7(e)—4.

9 . Use o f one balance computation 
method explanation when multiple 
balances disclosed. S o m e t im e s  th e  
c r e d it o r  w i l l  d i s c l o s e  m o r e  th a n  o n e  
b a la n c e  to  w h ic h  a  p e r io d ic  r a te  w a s  
a p p l ie d  e v e n  th o u g h  e a c h  b a la n c e  w a s  
c o m p u te d  u s in g  th e  s a m e  b a la n c e  
c o m p u t a t io n  m e t h o d . F o r  e x a m p le ,  i f  a  
p la n  in v o l v e s  p u r c h a s e s  a n d  c a s h  
a d v a n c e s  th a t  a r e  s u b j e c t  to  d if f e r e n t  
r a t e s ,  m o r e  th a n  o n e  b a l a n c e  m u s t  b e  
d i s c l o s e d  e v e n  th o u g h  th e  s a m e  
c o m p u t a t io n  m e t h o d  is  u s e d  fo r  
d e t e r m in in g  th e  b a la n c e  fo r  e a c h  
f e a t u r e .  In  t h e s e  c a s e s ,  o n e  e x p la n a t io n  
o f  th e  b a l a n c e  c o m p u t a t io n  m e t h o d  is  
s u f f ic ie n t .  S o m e t im e s  th e  c r e d it o r  
s e p a r a t e ly  d i s c l o s e s  th e  p o r t io n s  o f  th e  
b a l a n c e  th a t  a r e  s u b j e c t  to  d if f e r e n t  
r a t e s  b e c a u s e  d if f e r e n t  p o r t io n s  o f  th e  
b a l a n c e  fa l l  w i t h in  t w o  o r  m o r e  b a la n c e  
r a n g e s ,  e v e n  w h e n  a  c o m b in e d  b a la n c e  
d is c lo s u r e  w o u ld  b e  p e r m it t e d  u n d e r  
c o m m e n t  7 ( e ) - 2 . In  t h e s e  c a s e s ,  o n e  
e x p la n a t io n  o f  th e  b a l a n c e  c o m p u t a t io n  
m e t h o d  i s  a l s o  s u f f ic ie n t  ( a s s u m in g , o f  
c o u r s e ,  th a t  a l l  p o r t io n s  o f  th e  b a la n c e  
w e r e  c o m p u t e d  u s in g  th e  s a m e  
m e t h o d ) .  * * *

7(g) Annual Percentage Rate * * *
2. M ultifeatured plans. In  a  

m u lt i f e a t u r e d  p la n , th e  a c t u a l  a n n u a l  
p e r c e n t a g e  r a te  th a t  r e f l e c t s  th e  f in a n c e  
c h a r g e  im p o s e d  d u r in g  th e  c y c l e  m a y  b e  
s e p a r a t e ly  s t a t e d  fo r  e a c h  fe a tu r e , o r  
m a y  b e  d e s c r ib e d  a s  a  c o m p o s i t e  fo r  th e  
w h o l e  p la n . I f  s e p a r a t e  r a t e s  a r e  g iv e n , a  
c o m p o s i t e  a n n u a l  p e r c e n t a g e  r a te  fo r  
th e  e n t ir e  p la n  is  o p t io n a l .  * * *
Section 226.8—Identification o f  
Transactions

8(a) Sale Credit * * *
8(a)(2) Copy o f Credit Document Not 

Provided— Creditor and Seller Same or 
Related Person(s) * * *

5 . Date o f transaction—foreign  
transactions. In a  fo r e ig n  tr a n s a c t io n ,  
th e  d e b it in g  d a t e  m a y  b e  c o n s id e r e d  th e  
t r a n s a c t io n  d a t e .

8(a)(3) Copy o f Credit Document Not 
Provided—Creditor and Seller Not 
Same or R elated Person(s) * * *2. Location o f transaction. The disclosure of the location where the transaction took place generally requires an indication of both the city,
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a n d  th e  s t a t e  o r  fo r e ig n  c o u n tr y . I f  th e  
s e l l e r  h a s  m u lt ip le  s t o r e s  o r  b r a n c h e s  
w it h in  th a t  c i ty ,  th e  c r e d it o r  n e e d  n o t  
id e n t i f y  th e  s p e c i f i c  b r a n c h  a t  w h ic h  th e  
s a l e  o c c u r r e d . * * *

4 . Date o f transaction—foreign
transactions. S e e  c o m m e n t  8 (a ) ( 2 ) - 5 .

* ★  *

Section 226.9—Subsequent D isclosure 
Requirem ents

9(c) Change in Terms:
1 . “Changes” initially disclosed. N o  

n o t ic e  o f  a  c h a n g e  in  te r m s  n e e d  b e  
g iv e n  i f  th e  s p e c i f i c  c h a n g e  i s  s e t  fo r th  
in i t ia l ly ,  s u c h  a s:  r a te  in c r e a s e s  u n d e r  a  
p r o p e r ly  d i s c l o s e d  v a r ia b le - r a t e  p la n , a  
r a te  in c r e a s e  th a t  o c c u r s  w h e n  a n  
e m p l o y e e  h a s  b e e n  u n d e r  a  p r e fe r e n t ia l  
r a te  a g r e e m e n t  a n d  t e r m in a te s  
e m p lo y m e n t ,  o r  a n  in c r e a s e  th a t  o c c u r s  
w h e n  th e  c o n s u m e r  h a s  b e e n  u n d e r  a n  
a g r e e m e n t  to  m a in ta in  a  c e r t a in  b a la n c e  
in  a  s a v in g s  a c c o u n t  in  o r d e r  to  k e e p  a  
p a r t ic u la r  r a te  a n d  th e  a c c o u n t  b a la n c e  
f a l l s  b e l o w  th e  s p e c i f i e d  m in im u m . In  
c o n t r a s t ,  n o t ic e  m u s t  b e  g iv e n  i f  th e  
c o n t r a c t  a l l o w s  th e  c r e d it o r  to  in c r e a s e  
th e  r a te  a t  i t s  d is c r e t io n  b u t  d o e s  n o t  
in c lu d e  s p e c i f i c  te r m s  fo r  a n  in c r e a s e  
( fo r  e x a m p le ,  w h e n  a n  in c r e a s e  m a y  
o c c u r  u n d e r  th e  c r e d i t o r ’s  c o n tr a c t  
r e s e r v a t io n  r ig h t to  in c r e a s e  th e  p e r io d ic  
r a te ) .  * * *

Section 226.13— Billing-Error Resolution
1 3 (d ) R u le s  P e n d in g  R e s o lu t io n  * * *
13(d)(1) Consum er’s Right to Withhold 

Disputed Amount; Collection Action  
Prohibited  * * *

2 . Right to withhold payment. I f  th e  
c r e d it o r  r e f l e c t s  a n y  d is p u t e d  a m o u n t  o r  
r e la t e d  f in a n c e  o r  o th e r  c h a r g e s  o n  th e  
p e r io d ic  s t a t e m e n t ,  a n d  is  th e r e fo r e  
r e q u ir e d  to  m a k e  th e  d i s c lo s u r e  u n d e r  
f o o t n o t e  30 , th e  c r e d it o r  m a y  c o m p ly  
w it h  th a t  d i s c lo s u r e  r e q u ir e m e n t  b y  
in d ic a t in g  th a t  p a y m e n t  o f  a n y  d is p u t e d  
a m o u n t  is  n o t  r e q u ir e d  p e n d in g  
r e s o lu t io n .  M a k in g  a  d is c lo s u r e  th a t  o n ly  
r e fe r s  to  th e  d is p u t e d  a m o u n t  w o u ld ,  o f  
c o u r s e ,  in  n o  w a y  a f f e c t  th e  c o n s u m e r ’s  
r ig h t u n d e r  § 2 2 6 .1 3 (d )(1 )  to  w it h h o ld  
r e la t e d  f in a n c e  a n d  o th e r  c h a r g e s .  T h e  
d is c lo s u r e  u n d e r  f o o t n o t e  3 0  n e e d  n o t  
a p p e a r  in  a n y  s p e c i f i c  p la c e  o n  th e  
p e r io d ic  s t a t e m e n t ,  n e e d  n o t  s t a t e  th e  
s p e c i f i c  a m o u n t  th a t  th e  c o n s u m e r  m a y  
w it h h o ld ,  a n d  m a y  b e  p r e p r in te d  o n  th e  
p e r io d ic  s t a t e m e n t .  * * *
Section 226.14—Determination o f 
Annual Percentage Rate

14(c) Annual Percentage Rate for  
Periodic Statem ents * * *

6 . Daily rate with specific transaction 
charge. S e c t io n  2 2 6 .1 4 (c ) (3 )  s e t s  fo r th  a n  
a c c e p t a b l e  m e t h o d  fo r  c a lc u la t in g  th e  
a n n u a l  p e r c e n t a g e  r a te  i f  th e  f in a n c e  
c h a r g e  r e s u l t s  fr o m  a  c h a r g e  r e la t in g  to  
a  s p e c i f i c  t r a n s a c t io n  a n d  th e  
a p p l ic a t io n  o f  a  d a i ly  p e r io d ic  r a te . T h is  
s e c t io n  in c lu d e s  th e  r e q u ir e m e n t  th a t  th e  
c r e d it o r  f o l l o w  th e  r u le s  in  A p p e n d ix  F  
in  c a lc u la t in g  th e  a n n u a l  p e r c e n t a g e  
r a te , e s p e c ia l l y  f o o t n o t e  1 to  A p p e n d ix  F  
w h ic h  a d d r e s s e s  th e  d a i ly  r a t e /  
t r a n s a c t io n  c h a r g e  s i t u a t io n  b y  
p r o v id in g  th a t  th e  “ a v e r a g e  o f  d a i ly  
b a l a n c e s ” s h a l l  b e  u s e d  in s t e a d  o f  th e  
" su m  o f  th e  b a l a n c e s .” * * *

Comments 14(c)-6, 7, and 8 are 
redesignated as 14(c)-7, 8, and 9, 
respectively.

9 . Small finance charges. S e c t io n  
2 2 6 .1 4 (c ) (4 )  g iv e s  th e  c r e d it o r  a n  
a l t e r n a t iv e  to  § 2 2 6 .1 4 (c ) (2 )  a n d  (c ) (3 )  i f  
s m a l l  f in a n c e  c h a r g e s  (5 0  c e n t s  o r  l e s s )  
a r e  in v o lv e d ;  th a t  is ,  i f  th e  f in a n c e  
c h a r g e  in c lu d e s  m in im u m  o r  f i x e d  f e e s  
n o t  d u e  to  th e  a p p l ic a t io n  o f  a  p e r io d ic  
r a te  a n d  th e  to ta l  f in a n c e  c h a r g e  fo r  th e  
c y c le  d o e s  n o t  e x c e e d  5 0  c e n t s .  F o r  
e x a m p le ,  w h i le  a  m o n t h ly  a c t iv i t y  f e e  o f  
5 0  c e n t s  o n  a  b a la n c e  o f  $ 2 0  w o u ld  
p r o d u c e  a n  a n n u a l  p e r c e n t a g e  r a te  o f  3 0  
p e r c e n t  u n d e r  th e  r u le  in  § 2 2 6 .1 4 (c ) (2 ) , 
th e  c r e d it o r  m a y  d i s c lo s e  a n  a n n u a l  
p e r c e n t a g e  r a te  o f  1 8  p e r c e n t  i f  th e  
p e r io d ic  r a te  g e n e r a l ly  a p p l ic a b le  to  a l l  
b a l a n c e s  i s  1& p e r c e n t  p e r  m o n th . T h is  
o p t io n  is  c o n s i s t e n t  w it h  th e  p r o v i s io n  in  
f o o t n o t e  11  to  § §  2 2 6 .6  a n d  2 2 6 .7  
p e r m it t in g  th e  c r e d ito r  to  d is r e g a r d  th e  
e f f e c t  o f  m in im u m  c h a r g e s  in  d is c lo s in g  
th e  r a n g e s  o f  b a l a n c e s  to  w h ic h  p e r io d ic  
r a t e s  a p p ly .

14(d) Calculations W here Daily 
Periodic Rate Applied  * * *

2 . Daily rate with specific transaction 
charge. I f  th e  F in a n c e  c h a r g e  r e s u l t s  
fr o m  a  c h a r g e  r e la t in g  to  a  s p e c i f i c  
t r a n s a c t io n  a n d  th e  a p p l ic a t io n  o f  a  
d a i ly  p e r io d ic  r a te , s e e  c o m m e n t  1 4 (c )—6  
fo r  g u id a n c e  o n  a n  a p p r o p r ia te  
c a lc u la t io n  m e t h o d . * * *
Section 226.15—Right o f R escission

15(a) Consumer’s Right to Rescind
Paragraph 15(a)(1) * * *
2. Exceptions. A lt h o u g h  th e  c o n s u m e r  

g e n e r a l ly  h a s  th e  r ig h t to  r e s c in d  w it h  
e a c h  t r a n s a c t io n  o n  th e  a c c o u n t ,  s e c t io n  
1 2 5 (e )  o f  th e  a c t  p r o v id e s  a n  e x c e p t io n :  
U n til  S e p t e m b e r  3 0 ,1 9 8 5 ,  th e  c r e d it o r  
n e e d  n o t  p r o v id e  th e  r ig h t to  r e s c in d  a t  
th e  t im e  o f  e a c h  c r e d it  e x t e n s io n  m a d e  
u n d e r  a n  o p e n - e n d  c r e d it  p la n  s e c u r e d  
b y  th e  c o n s u m e r ’s p r in c ip a l d w e l l in g  to
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th e  e x t e n t  th a t  th e  c r e d it  e x t e n d e d  i s  in  
a c c o r d a n c e  w it h  a  p r e v io u s ly  
e s t a b l i s h e d  c r e d it  l im it  fo r  th e  p la n . T h is  
l im ite d  r e s c i s s i o n  o p t io n  i s  a v a i l a b le  
w h e t h e r  o r  n o t  th e  p la n  e x i s t e d  p r io r  to  
th e  e f f e c t i v e  d a t e  o f  th e  a c t . T h e  
c o n s u m e r  w i l l  h a v e  th e  r ig h t to  r e s c in d  
e a c h  e x t e n s io n  m a d e  a f te r  S e p t e m b e r  
3 0 ,1 9 8 5  u n d e r  s u c h  a  s e c u r e d  o p e n - e n d  
c r e d it  p la n , w h e t h e r  th a t  p la n  w a s
e s t a b l i s h e d  b e f o r e  o r  a f t e r  th a t  d a t e .
* * *

Section 226.16—Advertising
16(b) Advertisem ent o f Terms That 

Require Additional D isclosures. * * *
5. Triggering terms. The following are 

exam ples of terms that trigger additional 
disclosures:
• “Small monthly service charge on the 

remaining balance.”
• “12 percent Annua^Percentage Rate.”
•  " A  $ 1 5  a n n u a l  m e m b e r s h ip  f e e  b u y s  

y o u  $2,000 in c r e d i t .”
6 . Minimum, fixed , transaction, 

activity, or sim ilar charge. T h e  c h a r g e s  
to  b e  d i s c lo s e d  u n d e r  § 2 2 6 .1 6 (b )(1 )  a r e  
t h o s e  th a t  a r e  c o n s id e r e d  f in a n c e  
c h a r g e s  u n d e r  § 2 2 6 .4 . * * *
Subpart C—Closed-End Credit
Section 226.17— General Disclosure 
Requirements

17(a) Form o f Disclosures.
Paragraph 17(a)(1). * * *
5. D irectly related. The segregated 

disclosures may, at the creditor’s option, 
include any information that is directly 
related to those disclosures. Directly 
related information includes, for 
example, the following:
•  A  d e s c r ip t io n  o f  a  g r a c e  p e r io d  a f te r  

w h ic h  a  la t e  p a y m e n t  c h a r g e  w i l l  b e  
im p o s e d .  F o r  e x a m p le ,  th e  d i s c lo s u r e  
g iv e n  u n d e r  § 2 2 6 .1 8 (1 )  m a y  s t a t e  th a t  
a  la t e  c h a r g e  w i l l  a p p ly  to  " a n y  
p a y m e n t  r e c e iv e d  m o r e  th a n  1 5  d a y s  
a f te r  th e  d u e  d a te ."

•  A  s t a t e m e n t  th a t  th e  t r a n s a c t io n  is  n o t  
s e c u r e d .  F o r  e x a m p le ,  th e  c r e d it o r  
m a y  a d d  a  c a t e g o r y  la b e l l e d  
" u n s e c u r e d ” o r  " n o t s e c u r e d "  to  th e  
s e c u r i t y  in t e r e s t  d i s c lo s u r e s  g iv e n  
u n d e r  § 2 2 6 .1 8 (m ).

• The basis for any estim ates used in 
making disclosures. For example, if 
the maturity date of a loan depends 
solely on the occurrence of a future 
event, the creditor may indicate that 
the disblosures assum e that event will 
occur at a certain time.

• The conditions under which a demand 
feature may be exercised. For 
example, in a loan subject to dem and
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a f te r  f i v e  y e a r s ,  th e  d i s c lo s u r e s  m a y  
s t a t e  th a t  th e  lo a n  w i l l  b e c o m e  
p a y a b l e  o n  d e m a n d  in  f i v e  y e a r s .

•  W h e n  a  v a r ia b le - r a t e  fe a t u r e  is  
d i s c l o s e d  o n  o th e r  d o c u m e n t s  u n d e r  
f o o t n o t e  4 3  to  § 2 2 6 .1 8 ( f ) , a  r e f e r e n c e  
to  th e  v a r ia b le - r a t e  fe a t u r e  a n d / o r  to  
o th e r  d o c u m e n t s  o n  w h ic h  th e  
v a r ia b le - r a t e  d i s c lo s u r e s  a r e  m a d e .

• An explanation of the use of pronouns 
or other references to the parties to 
the transaction. For example, the 
disclosures may state,

*' ‘Y o u ’ r e fe r s  to  th e  c u s t o m e r  a n d  ‘w e ’ 
r e fe r s  to  th e  c r e d it o r .”

• Instructions to the creditor or its 
employees on the use of a multiple- 
purpose form. For example, the 
disclosures may state, "Check box if 
applicable.”

•  A  s t a t e m e n t  th a t  th e  b o r r o w e r  m a y  
p a y  a  m in im u m  f i n a n c e  c h a r g e  u p o n  
p r e p a y m e n t  in  a  s im p le  in t e r e s t  
t r a n s a c t io n .  F o r  e x a m p le ,  w h e n  s t a t e  
l a w  p r o h ib it s  p e n a l t i e s ,  b u t  w o u ld  
a l lo w  a  m in im u m  f in a n c e  c h a r g e  in  
th e  e v e n t  o f  p r e p a y m e n t ,  th e  c r e d it o r  
m a y  m a k e  th e  § 2 2 8 .1 8 ( k ) ( l )  d is c lo s u r e  
b y  s t a t in g  " Y o u  m a y  b e  c h a r g e d  a  
m in im u m  f in a n c e  c h a r g e .”

• A brief reference to negative 
am ortization in variable-rate 
t r a n s a c t io n s .  F o r  e x a m p le ,  in  th e  
v a r ia b le - r a t e  d i s c lo s u r e ,  th e  c r e d it o r  
m a y  in c lu d e  a  s h o r t  s t a t e m e n t  s u c h  a s  
“ U n p a id  in t e r e s t  w i l l  b e  a d d e d  to  
p r in c ip a l."  ( S e e  th e  c o m m e n t a r y  to
§ 2 2 6 .1 8 (f)(3 ) .)

•  A  b r ie f  c a p t io n  id e n t i f y in g  th e  
d is c lo s u r e s .  F o r  e x a m p le ,  th e  
d is c lo s u r e s  m a y  b e a r  a g e n e r a !  t i t le  
s u c h  a s  " F e d e r a l T r u th  in  L e n d in g  
D is c lo s u r e s ” o r  a  d e s c r ip t iv e  t i t le  s u c h
a s  " R e a l E s t a t e  L o a n  D i s c lo s u r e s .”
•* * *

17(c) Basis o f  Disclosures and Use o f 
Estimates.

Paragraph 17(c)(1).
1 . Legal obligation. T h e  d is c lo s u r e s  

s h o u ld  r e f l e c t  th e  c r e d it  te r m s  to  w h ic h  
th e  p a r t ie s  a r e  l e g a l l y  b o u n d  a t  th e  
o u t s e t  o f  th e  t r a n s a c t io n .  T h e  le g a l  
o b l ig a t io n  i s  d e t e r m in e d  b y  a p p l ic a b le  
s t a t e  l a w  o r  o th e r  la w . (C e r ta in  
t r a n s a c t io n s  a r e  s p e c i f i c a l l y  a d d r e s s e d  
in  th is  c o m m e n t a r y . S e e ,  fo r  e x a m p le ,  
th e  d i s c u s s io n  o f  b u y d o w n  t r a n s a c t io n s  
e l s e w h e r e  in  th e  c o m m e n t a r y  to  
§ 2 2 6 .1 7 (c ) .)
•  T h e  f a c t  th a t  a  te r m  o r  c o n t r a c t  m a y  

la t e r  b e  d e e m e d  u n e n f o r c e a b le  b y  a 
c o u r t  o n  th e  b a s i s  o f  e q u it y  o r  o th e r  
g r o u n d s  d o e s  n o t , b y  i t s e l f ,  m e a n  th a t  
d is c lo s u r e s  b a s e d  o n  th a t  te r m  o r  
c o n t r a c t  d id  n o t  r e f l e c t  th e  le g a l

o b l ig a t io n .
2 . M odification o f obligation. T h e  

l e g a l  o b l ig a t io n  n o r m a l ly  i s  p r e s u m e d  to  
b e  c o n t a in e d  in  th e  n o t e  o r  c o n t r a c t  th a t  
e v i d e n c e s  th e  a g r e e m e n t .  B u t th is  
p r e s u m p t io n  is  r e b u t te d  i f  a n o th e r  
a g r e e m e n t  b e t w e e n  th e  p a r t ie s  le g a l l y  
m o d i f i e s  th a t  n o t e  o r  c o n tr a c t .  I f  th e  
p a r t ie s  in fo r m a lly  a g r e e  to  a  
m o d i f ic a t io n  o f  th e  l e g a l  o b l ig a t io n ,  th e  
m o d i f ic a t io n  s h o u ld  n o t  b e  r e f l e c t e d  in  
th e  d i s c lo s u r e s  u n le s s  it  r i s e s  to  th e  
l e v e l  o f  a  c h a n g e  in  th e  te r m s  o f  th e  
l e g a l  o b l ig a t io n .  F o r  e x a m p le :
•  I f  th e  c r e d i t o r - e m p lo y e r  o f f e r s  a  

p r e f e r e n t ia l  e m p l o y e e  r a te , th e  
d is c lo s u r e s  s h o u ld  r e f l e c t  th e  te r m s  o f  
th e  l e g a l  o b l ig a t io n .  ( S e e  th e  
c o m m e n t a r y  to  § 2 2 6 .1 8 (f)  fo r  a n  
e x a m p le  o f  a  p r e fe r r e d -r a te  e m p lo y e e  
t r a n s a c t io n  th a t  i s  a  v a r ia b le - r a t e  
t r a n s a c t io n .)

•  I f  th e  c o n t r a c t  p r o v id e s  fo r  a  c e r t a in  
m o n t h ly  p a y m e n t  s c h e d u le  b u t  
p a y m e n t s  a r e  m a d e  o n  a  v o lu n ta r y  
p a y r o l l  d e d u c t io n  p la n  o r  a n  in fo r m a l  
p r in c ip a l- r e d u c t io n  a g r e e m e n t ,  th e  
d is c lo s u r e s  s h o u ld  r e f l e c t  th e  s c h e d u le  
in  th e  c o n tr a c t .

•  I f  th e  c o n tr a c t  p r o v id e s  fo r  r e g u la r  
m o n t h ly  p a y m e n t s  b u t  th e  c r e d it o r  
in fo r m a lly  p e r m it s  th e  c o n s u m e r  to  
d e f e r  p a y m e n t s  fr o m  t im e  to  t im e , fo r  
in s t a n c e ,  to  ta k e  a c c o u n t  o f  h o l id a y  
s e a s o n s  o r  s e a s o n a l  e m p lo y m e n t ,  th e  
d i s c lo s u r e s  s h o u ld  r e f l e c t  th e  r e g u la r  
m o n t h ly  p a y m e n t s .  * * *
4 . Consumer buydowns. In c e r t a in  

t r a n s a c t io n s ,  th e  c o n s u m e r  m a y  p a y  a n  
a m o u n t  to  th e  c r e d it o r  to  r e d u c e  th e  
p a y m e n t s  o r  o b t a in  a  lo w e r  in t e r e s t  r a te  
o n  th e  t r a n s a c t io n .  C o n s u m e r  b u y d o w n s  
m u st  b e  r e f l e c t e d  in  th e  d i s c lo s u r e s  
g iv e n  fo r  th a t  t r a n s a c t io n .  T o  i l lu s t r a te ,  
in  a m o r tg a g e  t r a n s a c t io n , th e  c r e d ito r  
a n d  c o n s u m e r  a g r e e  to  a  n o t e  s p e c i f y in g  
a 1 4  p e r c e n t  in t e r e s t  r a te . H o w e v e r ,  in  a  
s e p a r a t e  d o c u m e n t ,  th e  c o n s u m e r  a g r e e s  
to  p a y  a n  a m o u n t  to  th e  c r e d it o r  a t  
c o n s u m m a t io n  in  r e tu rn  fo r  a r e d u c t io n  
in  th e  in t e r e s t  r a te  to  1 2  p e r c e n t  fo r  a  
p o r t io n  o f  th e  m o r tg a g e  te rm . T h e  
a m o u n t  p a id  b y  th e  c o n s u m e r  m a y  b e  
d e p o s i t e d  in  a n  e s c r o w  a c c o u n t  o r  m a y  
b e  r e t a in e d  b y  th e  c r e d ito r . D e p e n d in g  
u p o n  th e  b u y d o w n  p la n , th e  c o n s u m e r ’s  
p r e p a y m e n t  o f  th e  o b l ig a t io n  m a y  o r  
m a y  n o t  r e s u lt  in  a p o r t io n  o f  th e  
a m o u n t  b e in g  c r e d it e d  o r  r e fu n d e d  to  
th e  c o n s u m e r . In th e  d i s c lo s u r e s  g iv e n  
fo r  th e  m o r tg a g e , th e  c r e d it o r  m u s t  
r e f l e c t  th e  te r m s  o f  th e  b u y d o w n  
a g r e e m e n t .  F o r  e x a m p le :
•  T h e  a m o u n t  p a id  b y  th e  c o n s u m e r  is  a
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p r e p a id  f in a n c e  c h a r g e  ( e v e n  i f  
d e p o s i t e d  in  a n  e s c r o w  a c c o u n t ) .

•  A  c o m p o s i t e  a n n u a l  p e r c e n t a g e  r a te  
m u s t  b e  c a lc u la t e d ,  ta k in g  in to  
a c c o u n t  b o t h  in t e r e s t  r a te s ,  a s  w e l l  a s  
th e  e f f e c t  o f  th e  p r e p a id  f in a n c e  
c h a r g e .

•  T h e  p a y m e n t  s c h e d u le  m u s t  r e f l e c t  th e  
m u lt ip le  p a y m e n t  l e v e l s  r e s u l t in g  fro m  
th e  b u y d o w n .*  * *
8. Graduated paym ent adjustable rate 

mortgages. T h e s e  m o r tg a g e s  in v o l v e \  
b o th  a  v a r ia b le  in t e r e s t  r a te  a n d  
s c h e d u le d  v a r ia t io n s  in  p a y m e n t  
a m o u n ts  d u r in g  th e  lo a n  te rm . F o r  
e x a m p le ,  u n d e r  t h e s e  p la n s ,  a  s e r i e s  o f  
g r a d u a te d  p a y m e n t s  m a y  b e  s c h e d u le d  
b e f o r e  r a te  a d j u s t m e n t s  a f f e c t  p a y m e n t  
a m o u n ts ,  o r  th e  in i t ia l  s c h e d u le d  
p a y m e n t  m a y  r e m a in  c o n s t a n t  fo r  a  s e t  
p e r io d  b e f o r e  r a te  a d j u s t m e n t s  a f f e c t  th e  
p a y m e n t  a m o u n t . In  a n y  c a s e ,  th e  in it ia l  
p a y m e n t  a m o u n t  m a y  b e  in s u f f ic ie n t  to  
c o v e r  th e  s c h e d u le d  in te r e s t ,  c a u s in g  
n e g a t iv e  a m o r t iz a t io n  fr o m  th e  o u t s e t  o f  
th e  t r a n s a c t io n . In  t h e s e  t r a n s a c t io n s ,  
th e  d i s c lo s u r e s  s h o u ld  tr e a t  t h e s e  
f e a t u r e s  a s  f o l lo w s :
•  T h e  f in a n c e  c h a r g e  in c lu d e s  th e  

a m o u n t  o f  n e g a t iv e  a m o r t iz a t io n  
b a s e d  o n  th e  a s s u m p t io n  th a t  th e  r a te  
in  e f f e c t  a t  c o n s u m m a t io n  r e m a in s  
u n c h a n g e d .

•  T h e  a m o u n t  f in a n c e d  d o e s  n o t  in c lu d e  
th e  a m o u n t  o f  n e g a t iv e  a m o r t iz a t io n .

•  A s  in  a n y  v a r ia b le - r a t e  t r a n s a c t io n ,  
th e  a n n u a l  p e r c e n t a g e  r a te  i s  b a s e d  o n  
th e  te r m s  in  e f f e c t  a t  c o n s u m m a t io n .

•  T h e  s c h e d u le  o f  p a y m e n t s  d i s c l o s e s  
th e  a m o u n t  o f  a n y  s c h e d u le d  in it ia l  
p a y m e n t s  f o l l o w e d  b y  a n  a d j u s te d  
l e v e l  o f  p a y m e n t s  b a s e d  o n  th e  in it ia l  
in t e r e s t  r a te . S in c e  s o m e  m o r tg a g e  
p la n s  c o n t a in  l im it s  o n  th e  a m o u n t  o f  
th e  p a y m e n t  a d ju s tm e n t ,  th e  p a y m e n t  
s c h e d u le  m a y  r e q u ir e  s e v e r a l  d if f e r e n t  
l e v e l s  o f  p a y m e n t s ,  e v e n  w it h  th e  
a s s u m p t io n  th a t  th e  o r ig in a l in t e r e s t  
r a te  d o e s  n o t  in c r e a s e .*  * *
Comments 17(c)(l)-8  and 9 are

redesignated 17(c)(l)-9  and 10, 
respectively.

Paragraph 17(c)(3). * * *
2. Use o f special rules. A  c r e d it o r  m a y  

u t i l iz e  th e  s p e c i a l  r u le s  in  § 2 2 6 .1 7 (c ) (3 )  
fo r  p u r p o s e s  o f  c a lc u la t in g  a n d  m a k in g  
a l l  d i s c lo s u r e s  fo r  a  t r a n s a c t io n  o r  m a y  
a t  i t s  o p t io n , u s e  th e  s p e c i a l  r u le s  fo r  
s o m e  d i s c lo s u r e s  a n d  n o t  o th e r s .  

Paragraph 17(c)(4). * * *
3 .. Use o f special rules. A  c r e d it o r  

m a y  u t i l iz e  th e  s p e c i a l  r u le s  in  
§ 2 2 6 .1 7 (c ) (4 )  fo r  p u r p o s e s  o f  c a lc u la t in g  
a n d  m a k in g  s o m e  d i s c lo s u r e s  b u t  m a y
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e l e c t  n o t  to  d o  s o  fo r  a l l  o f  th e  
d is c lo s u r e s .  F o r  e x a m p le ,  th e  v a r ia t io n s  
m a y  b e  ig n o r e d  in  c a lc u la t in g  a n d  
d i s c lo s in g  th e  a n n u a l  p e r c e n t a g e  r a te  
b u t  ta k e n  in to  a c c o u n t  in  c a lc u la t in g  
a n d  d i s c lo s in g  th e  f in a n c e  c h a r g e  a n d  
p a y m e n t  s c h e d u le .  * * *

17(d) M ultiple Creditors; M ultiple 
Consumers.

1. M ultiple creditors. I f  a  c r e d it  
t r a n s a c t io n  i n v o l v e s  m o r e  th a n  o n e  
c r e d ito r :
•  T h e  c r e d it o r s  m u s t  c h o o s e  w h ic h  o f  

th e m  w i l l  m a k e  th e  d i s c lo s u r e s .
•  A  s in g le ,  c o m p le t e  s e t  o f  d i s c lo s u r e s  

m u s t  b e  p r o v id e d , r a th e r  th a n  p a r t ia l  
d is c lo s u r e s  fr o m  s e v e r a l  c r e d it o r s .

•  A l l  d i s c lo s u r e s  fo r  th e  t r a n s a c t io n  
m u s t  b e  g iv e n ,  e v e n  i f  th e  d i s c lo s in g  
c r e d it o r  w o u ld  n o t  o t h e r w i s e  h a v e  
b e e n  o b l ig a t e d  to  m a k e  a  p a r t ic u la r  
d is c lo s u r e .  F o r  e x a m p le ,  i f  o n e  o f  th e  
c r e d it o r s  is  th e  s e l l e r ,  -the t o t a l  s a l e  
p r ic e  d i s c lo s u r e  u n d e r  § 2 2 6 .1 8 (j)  m u s t  
b e  m a d e , e v e n  th o u g h  th e  d i s c lo s in g  
c r e d it o r  i s  n o t  th e  s e l l e r .  * * *
17(h) Series o f Sales—D elay in 

Disclosures. * * *
2. Basis o f disclosures. C r e d ito r s  

s tr u c tu r in g  d i s c lo s u r e s  fo r  a  s e r i e s  o f  
s a l e s  u n d e r  § 2 2 6 .1 7 (h )  m a y  c o m p u t e  th e  
t o t a l  s a l e  p r ic e  a s  e ith e r :
•  T h e  c a s h  p r ic e  fo r  th e  s a l e  p lu s  th a t  

p o r t io n  o f  th e  f in a n c e  c h a r g e  a n d  
o th e r  c h a r g e s  a p p l ic a b le  to  th a t  s a le ;  
o r

•  T h e  c a s h  p r ic e  fo r  th e  s a le ,  o th e r  
c h a r g e s  a p p l ic a b le  to  th e  s a le ,  a n d  th e  
t o t a l  f in a n c e  c h a r g e  a n d  o u t s t a n d in g  
p r in c ip a l .
17(i) Interim Student Credit 

Extensions.
1 . Definition. S tu d e n t  c r e d it  p la n s  

i n v o l v e  e x t e n s io n s  o f  c r e d it  fo r  
e d u c a t io n  p u r p o s e s  w h e r e  th e  
r e p a y m e n t  a m o u n t  a n d  s c h e d u le  a r e  n o t  
k n o w n  a t  th e  t im e  c r e d it  i s  a d v a n c e d .  
T h e s e  p la n s  in c lu d e , fo r  e x a m p le ,  l o a n s  
m a d e  u n d e r  th e  G u a r a n t e e d  S tu d e n t  
L o a n  p r o g r a m , th e  P L U S  p r o g r a m  o r  a n y  
o th e r  s t u d e n t  c r e d it  p la n , w h e t h e r  
g o v e r n m e n t  o r  p r iv a te ,  w h e r e  th e  
r e p a y m e n t  p e r io d  d o e s  n o t -b e g in  
im m e d ia t e ly .  C r e d ito r s  in  in te r im  
s t u d e n t  c r e d it  e x t e n s io n s  n e e d  n o t  
d i s c l o s e  th e  te r m s  s e t  fo r th  in  th is  
p a r a g r a p h  a t  th e  t im e  th e  c r e d it  is  
a c t u a l ly  e x t e n d e d  b u t  m u s t  m a k e  
c o m p le t e  d i s c lo s u r e s  a t  th e  t im e  th e  
c r e d it o r  a n d  c o n s u m e r  a g r e e  u p o n  th e  
r e p a y m e n t  s c h e d u le  fo r  th e  to ta l  
o b l ig a t io n .  A t  th a t  t im e , a  n e w  s e t  o f  
d i s c lo s u r e s  m u s t  b e  m a d e  o f  a l l  
a p p l ic a b le  i t e m s  u n d e r  § 2 2 6 .1 8 .

2 . Basis o f disclosures. T h e  
d is c lo s u r e s  g iv e n  a t  th e  t im e  o f  
e x e c u t io n  o f  th e  in te r im  n o t e  s h o u ld  
r e f l e c t  t w o  a n n u a l  p e r c e n t a g e  r a t e s ,  o n e  
fo r  th e  in te r im  p e r io d  a n d  o n e  fo r  th e  
r e p a y m e n t  p e r io d . T h e  u s e  o f  § 2 2 6 .1 7 ( i)  
in  m a k in g  d i s c lo s u r e s  d o e s  n o t , b y  i t s e l f ,  
m a k e  t h o s e  d i s c lo s u r e s  e s t im a t e s .  A n y  
p o r t io n  o f  th e  f in a n c e  c h a r g e , s u c h  a s  
s t a t u t o r y  in t e r e s t ,  th a t  is  a t t r ib u ta b le  to  
th e  in te r im  p e r io d  a n d  i s  p a id  b y  th e  
s t u d e n t  ( e i th e r  a s  a  p r e p a id  f in a n c e  
c h a r g e , p e r io d ic a l l y  d u r in g  th e  in te r im  
p e r io d , in  o n e  p a y m e n t  a t  th e  e n d  o f  th e  
in te r im  p e r io d , o r  c a p i t a l i z e d  a t  th e  
b e g in n in g  o f  th e  r e p a y m e n t  p e r io d )  m u s t  
b e  r e f l e c t e d  in  th e  in te r im  a n n u a l  
p e r c e n t a g e  r a te . I n t e r e s t  s u b s id ie s ,  s u c h  
a s  p a y m e n t s  m a d e  b y  e i th e r  a  s t a t e  or  
th e  f e d e r a l  g o v e r n m e n t  o n  a n  in te r im  
lo a n ,  m u s t  b e  e x c lu d e d  in  c o m p u t in g  th e  
a n n u a l  p e r c e n t a g e  r a te  o n  th e  in te r im  
o b l ig a t io n ,  w h e n  th e  c o n s u m e r  h a s  n o  
c o n t in g e n t  l i a b i l i t y  fo r  p a y m e n t  o f  t h o s e  
a m o u n ts .  A n y  f in a n c e  c h a r g e s  th a t  a r e  
p a id  s e p a r a t e ly  b y  th e  s t u d e n t  a t  th e  
o u t s e t  o r  w it h h e ld  fr o m  th e  p r o c e e d s  o f  
th e  lo a n  a r e  p r e p a id  f in a n c e  c h a r g e s .  A n  
e x a m p le  o f  th is  t y p e  o f  c h a r g e  is  th e  
lo a n  g u a r a n t e e  f e e .  T h e  s u m  o f  th e  
p r e p a id  f in a n c e  c h a r g e s  is  d e d u c t e d  
fr o m  th e  lo a n  p r o c e e d s  to  d e t e r m in e  th e  
a m o u n t  f in a n c e d  a n d  in c lu d e d  in  th e  
c a lc u la t io n  o f  th e  f in a n c e  c h a r g e . * * *

5. A pproved student credit form s. S e e  
th e  c o m m e n t a r y  to  A p p e n d ix  H  
r e g a r d in g  d i s c lo s u r e  fo r m s  a p p r o v e d  fo r  
u s e  in  c e r t a in  s t u d e n t  c r e d it  
p r o g r a m s .*  * *
Section 226.18—Content o f D isclosures

18(f) Variable Rate. * * *
3 . Use o f estim ates. T h e  v a r ia b le  r a te  

fe a t u r e  d o e s  n o t ,  b y  i t s e l f ,  m a k e  th e  
d i s c lo s u r e s  e s t im a t e s .  ( S e e  th e  
c o m m e n t a r y  to  § 2 2 6 .1 7 (c )  fo r  a  
d i s c u s s io n  o f  b a s i s  fo r  e s t im a t e s . )  * * *

Comments 18(f)-3, 4, and 5 are 
redesignated 18(f)-4, 5, and 6, 
respectively.

7 . Growth equity mortgages. A l s o  
r e fe r r e d  to  a s  p a y m e n t  e s c a la t e d  
m o r tg a g e s ,  t h e s e  m o r tg a g e  p la n s  in v o lv e  
s c h e d u le d  p a y m e n t  in c r e a s e s  to  
p r e m a t u r e ly  a m o r t iz e  th e  lo a n . T h e  
in it ia l  p a y m e n t  a m o u n t  i s  d e t e r m in e d  a s  
fo r  a  lo n g - te r m  lo a n  w it h  a  f i x e d  in t e r e s t  
r a te . P a y m e n t  in c r e a s e s  a r e  s c h e d u le d  
p e r io d ic a l l y ,  b a s e d  o n  c h a n g e s  in  a n  
in d e x .- T h e  la r g e r  p a y m e n t s  r e s u l t  in  
a c c e le r a t e d  a m o r t iz a t io n  o f  th e  lo a n . In  
d is c lo s in g  t h e s e  m o r tg a g e  p la n s ,  
c r e d it o r s  m a y  e ith e r :
•  E s t im a t e  th e  a m o u n t  o f  p a y m e n t

in c r e a s e s ,  b a s e d  o n  th e  b e s t  
in fo r m a t io n  r e a s o n a b ly  a v a i la b le :  o r

•  D i s c lo s e  b y  a n a lo g y  to  th e  v a r ia b le  
r a te  d is c lo s u r e s ,  in d ic a t in g  th a t  th e  
p a y m e n t s  a r e  s u b j e c t  to  in c r e a s e ,  
d e s c r ib in g  th e  c ir c u m s t a n c e s  u n d e r  
w h ic h  th e  p a y m e n t s  w o u ld  in c r e a s e ,  
t o g e th e r  w it h  l im it a t io n s  o n  th e  
in c r e a s e ,  a n d  p r o v id in g  a n  e x a m p le  o f  
th e  in c r e a s e .

(T h is  d i s c u s s io n  d o e s  n o t  a p p ly  to  
g r o w th  e q u it y  m o r ta g e s  in  w h ic h  th e  
a m o u n t  o f  p a y m e n t  in c r e a s e s  c a n  b e  
a c c u r a t e ly  d e t e r m in e d  a t  th e  t im e  o f  
d is c lo s u r e .  F o r  t h e s e  m o r ta g e s ,  a s  fo r  
g r a d u a te d  p a y m e n t  m o r ta g e s ,  
d is c lo s u r e s  s h o u ld  r e f le c t  th e  s c h e d u le d  
i n c r e a s e s  in  p a y m e n t s .)  * * *

Paragraph 18(f)(3).
1 . Effects. D i s c lo s u r e  o f  th e  e f f e c t  o f  

a n  in c r e a s e  r e fe r s  to  a n  in c r e a s e  in  th e  
n u m b e r  o r  a m o u n t  o f  p a y m e n t s  o r  a n  
in c r e a s e  in  th e  f in a l  p a y m e n t .  In  
a d d i t io n , th e  c r e d it o r  m a y  m a k e  a b r ie f  
r e f e r e n c e  to  n e g a t iv e  a m o r t iz a t io n  th a t  
m a y  r e s u l t  fr o m  a  r a te  in c r e a s e .  ( S e e  th e  
c o m m e n t a r y  to  § 2 2 6 .1 7 (a ) (1 )  r e g a r d in g  
d ir e c t ly  r e la t e d  in fo r m a t io n .)  I f  th e  
e f f e c t  c a n n o t  b e  d e t e r m in e d , th e  c r e d ito r  
m u s h p r o v id e  a s t a t e m e n t  o f  th e  p o s s i b le  
e f f e c t s .  F o r  e x a m p le ,  i f  th e  e x e r c i s e  o f  
th e  v a r ia b le - r a t e  fe a t u r e  m a y  r e s u l t  in  
e i th e r  m o r e  o r  la r g e r  p a y m e n t s ,  b o th  
p o s s i b i l i t i e s  m u s t  b e  n o t e d .

Paragraph 18(f)(4).
1 . H ypothetical exam ple. T h e  e x a m p le  

m a y , a t  th e  c r e d it o r ’s  o p t io n , a p p e a r  
a p a r t  fr o m  th e  o th e r  d is c lo s u r e s .  T h e  
c r e d it o r  m a y  p r o v id e  e i th e r  a  s ta n d a r d  
e x a m p le  th a t  i l lu s t r a t e s  th e  te r m s  a n d  
c o n d it i o n s  o f  th a t  ty p e  o f  c r e d it  o f f e r e d  
b y  th a t  c r e d it o r  o r  a n  e x a m p le  th a t  
d ir e c t ly  r e f l e c t s  th e  te r m s  a n d  
c o n d it i o n s  o f  th e  p a r t ic u la r  t r a n s a c t io n .

2 . H ypothetical exam ple not required. 
T h e  c r e d it o r  n e e d  n o t  p r o v id e  a  
h y p o t h e t ic a l  e x a m p le  in  th e  f o l l o w in g  
t r a n s a c t io n s  w it h  a  v a r ia b le - r a te  
fe a tu r e :
• D e m a n d  o b l ig a t io n s  w it h  n o  a l t e r n a t e  

m a tu r ity  d a t e .
•  I n te r im  s t u d e n t  c r e d it  e x t e n s io n s .
•  M u lt ip le - a d v a n c e  c o n s t r u c t io n  lo a n s  

d i s c l o s e d  p u r s u a n t  to  A p p e n d ix  D ,
P a r t I.
18(g) Payment Schedule.
1. Amounts included in repaym ent 

schedule. T h e  r e p a y m e n t  s c h e d u le  
s h o u ld  r e f l e c t  a l l  c o m p o n e n t s  o f  th e  
f in a n c e  c h a r g e , n o t  m e r e ly  th e  p o r t io n  
a t t r ib u ta b le  to  in te r e s t .  A  p r e p a id  
f in a n c e  c h a r g e , h o w e v e r ,  s h o u ld  n o t  b e

11

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



s h o w n  in  th e  r e p a y m e n t  s c h e d u le  a s  a  
s e p a r a t e  p a y m e n t .  T h e  p a y m e n t s  m a y  
in c lu d e  a m o u n t s  b e y o n d  th e  a m o u n t  
f in a n c e d  a n d  f in a n c e  c h a r g e . F o r  
e x a m p le ,  th e  d i s c lo s e d  p a y m e n t s  m a y ,  
a t th e  c r e d i t o r ’s  o p t io n , r e f l e c t  c e r t a in  
in s u r a n c e  p r e m iu m s  w h e r e  th e  
p r e m iu m s  a r e  n o t  p a r t  o f  e i t h e r  th e  
a m o u n t  f in a n c e d  o r  th e  f in a n c e  c h a r g e ,  
a s  w e l l  a s  r e a l  e s t a t e  e s c r o w  a m o u n ts  
s u c h  a s  t a x e s  a d d e d  to  th e  p a y m e n t  in  
m o r ta g e  t r a n s a c t io n s .  * * *

Paragraph 18(g)(2).
1. A bbreviated disclosure. T h e  

c r e d it o r  m a y  d i s c l o s e  a n  a b b r e v ia t e d  
p a y m e n t  s c h e d u le  w h e n  th e  a m o u n t  o f  
e a c h  r e g u la r ly  s c h e d u le d  p a y m e n t  (o th e r  
th a n  th e  f ir s t  o r  la s t  p a y m e n t )  in c lu d e s  
a n  e q u a l  a m o u n t  to  b e  a p p l ie d  o n  
p r in c ip a l  a n d  a  f in a n c e  c h a r g e  c o m p u te d  
b y  a p p l ic a t io n  o f  a  r a te  to  th e  
d e c r e a s in g  u n p a id  b a la n c e .  T h is  o p t io n  
is  a l s o  a v a i l a b le  w h e n  m o r ta g e -  
g u a r a n t e e  in s u r a n c e  p r e m iu m s , p a id  
e i th e r  m o n t h ly  o r  a n n u a l ly ,  c a u s e  
v a r ia t io n s  in  th e  a m o u n t  o f  th e  
s c h e d u le d  p a y m e n t s ,  r e f l e c t in g  th e  
c o n t in u a l  d e c r e a s e  o r  in c r e a s e  in  th e  
p r e m iu m  d u e . T h e  c r e d it o r  u s in g  th is  
a l t e r n a t iv e  m u s t  d i s c l o s e  th e  d o l la r  
a m o u n t  o f  th e  h ig h e s t  a n d  lo w e s t  
p a y m e n t s  a n d  m a k e  r e f e r e n c e  to  th e  
v a r ia t io n  in  p a y m e n t s .  * * *

18(i) Demand Feature. * * *
2. Covered demand features. T h e  ty p e  

o f  d e m a n d  f e a t u r e  tr ig g e r in g  th e  
d is c lo s u r e s  r e q u ir e d  b y  § 2 2 6 .1 8 ( i)  
in c lu d e s  o n ly  t h o s e  d e m a n d  f e a t u r e s  
c o n t e m p la t e d  b y  th e  p a r t ie s  a s  p a r t  o f  
th e  le g a l  o b l ig a t io n .  F o r  e x a m p le ,  th is  
p r o v is io n  d o e s  n o t  a p p ly  to  t r a n s a c t io n s  
th a t  c o v e r t  to  a  d e m a n d  s t a t u s  a s  a  
r e s u lt  o f  th e  c o n s u m e r ’s  d e f a u lt .  A  d u e -  
o n - s a le  c l a u s e  i s  n o t  c o n s i d e r e d  a 
d e m a n d  fe a t u r e .  * * *

18(k) Prepayment. * * *
3. Prepaid finance charge. T h e  

e x i s t e n c e  o f  a  p r e p a id  f in a n c e  c h a r g e  in  
a t r a n s a c t io n  d o e s  n o t , b y  i t s e l f ,  r e q u ir e  
a d i s c lo s u r e  u n d e r  § 2 2 6 .1 8 (k ) . A  p r e p a id  
f in a n c e  c h a r g e  is  n o t  c o n s id e r e d  a  
p e n a lt y  u n d e r  § 2 2 6 .1 8 ( k ) ( l ) ,  n o r  d o e s  it 
r e q u ir e  a  d i s c lo s u r e  u n d e r  § 2 2 6 .1 8 (k )(2 ) . 
A t it s  o p t io n , h o w e v e r ,  a  c r e d it o r  m a y  
c o n s id e r  a p r e p a id  f in a n c e  c h a r g e  to  b e  
u n d e r  § 2 2 6 .1 8 (k )(2 ) . I f  a  d i s c lo s u r e  is  
m a d e  u n d e r  § 2 2 6 .1 8 (k )(2 )  w it h  r e s p e c t  
to  a  p r e p a id  f in a n c e  c h a r g e  o r  o th e r  
f in a n c e  c h a r g e , th e  c r e d it o r  m a y  fu r th e r  
id e n t i f y  th a t  f in a n c e  c h a r g e . F o r  
e x a m p le ,  th e  d i s c lo s u r e  m a y  s t a t e  th a t  
th e  b o r r o w e r  “w i l l  n o t  b e  e n t i t l e d  to  a  
r e fu n d  o f  th e  p r e p a id  f in a n c e  c h a r g e ” o r  
s o m e  o th e r  te r m  th a t  d e s c r ib e s  th e

f in a n c e  c h a r g e .
Paragraph 18(k)(l).
1. Penalty. T h is  a p p l ie s  o n ly  to  t h o s e  

t r a n s a c t io n s  in  w h ic h  th e  in t e r e s t  
c a lc u la t io n  t a k e s  a c c o u n t  o f  a l l  
s c h e d u le d  r e d u c t io n s  in  p r in c ip a l, a s  
w e l l  a s  t r a n s a c t io n s  in  w h ic h  in t e r e s t  
c a lc u la t io n s  a r e  m a d e  d a i ly .  T h e  te rm  
“ p e n a l t y ” a s  u s e d  h e r e  e n c o m p a s s e s  
o n ly  t h o s e  c h a r g e s  th a t  a r e  a s s e s s e d  
s t r ic t ly  b e c a u s e  o f  th e  p r e p a y m e n t  in  
fu ll  o f  a  s im p le - in t e r e s t  o b l ig a t io n ,  a s  a n  
a d d i t io n  to  a l l  o th e r  a m o u n ts .  I te m s  
w h ic h  a r e  n o t  p e n a l t i e s  in c lu d e , fo r  
e x a m p le :
•  L o a n  g u a r a n t e e  f e e s .
•  In te r im  in t e r e s t  o n  a  s t u d e n t  lo a n .  
H o w e v e r ,  a  m in im u m  f in a n c e  c h a r g e  is  a  
p e n a l t y  in  a  s im p le - in t e r e s t  t r a n s a c t io n .  
( S e e  th e  c o m m e n t a r y  to  § 2 2 6 .1 7 (a ) (1 )  
r e g a r d in g  th e  d i s c lo s u r e  o f  a  m in im u m  
f in a n c e  c h a r g e  a s  d ir e c t ly  r e la t e d  
in fo r m a t io n .)

Paragraph 18(k)(2).
1. Rebate o f  finance charge. T h is  

a p p l ie s  to  a n y  f in a n c e  c h a r g e s  th a t  d o  
n o t  ta k e  a c c o u n t  o f  e a c h  r e d u c t io n  in  
th e  p r in c ip a l  b a l a n c e  o f  a n  o b l ig a t io n .  
T h is  c a t e g o r y  in c lu d e s ,  fo r  e x a m p le :
•  P r e c o m p u t e d  f in a n c e  c h a r g e s  s u c h  a s  

a d d - o n  c h a r g e s .
•  C h a r g e s  th a t  ta k e  a c c o u n t  o f  s o m e  b u t  

n o t  a l l  r e d u c t io n s  in  p r in c ip a l, s u c h  a s  
m o r tg a g e  g u a r a n t e e  in s u r a n c e  
a s s e s s e d  o n  th e  b a s i s  o f  a n  a n n u a l  
d e c l in in g  b a la n c e ,  w h e n  th e  p r in c ip a l  
i s  r e d u c e d  o n  a m o n t h ly  b a s i s .

N o  d e s c r ip t io n  o f  th e  m e t h o d  o f  
c o m p u t in g  e a r n e d  o r  u n e a r n e d  f in a n c e  
c h a r g e s  is  r e q u ir e d  o r  p e r m it t e d  a s  p a r t  
o f  th e  s e g r e g a t e d  d i s c lo s u r e s  u n d e r  th is  
s e c t io n .  * * *

18(r) Required Deposit. * * *
2. Pledged account mortgages. In  

t h e s e  t r a n s a c t io n s ,  a  c o n s u m e r  p le d g e s  
a s  c o l l a t e r a l  fu n d s  th a t  th e  c o n s u m e r  
d e p o s i t s  in  a n  a c c o u n t  h e ld  b y  th e  
c r e d ito r . T h e  c r e d it o r  w i t h d r a w s  s u m s  
fr o m  th a t  a c c o u n t  to  s u p p le m e n t  th e  
c o n s u m e r ’s  p e r io d ic  p a y m e n t s .  C r e d ito r s  
m a y  tr e a t  t h e s e  p le d g e d  a c c o u n t s  a s  
r e q u ir e d  d e p o s i t s  o r  th e y  m a y  tr e a t  th e m  
a s  c o n s u m e r  b u y d o w n s  in  a c c o r d a n c e
w ith  th e  c o m m e n t a r y  to  § 2 2 6 .1 7 (c ) (1 ) .
• * *

Comments 18(r)-2, 3, 4, and 5 are 
redesignated 18(r)-3, 4, 5, and 6. 
respectively.
Section 226.19—Certain R esidential 
M ortgage Transactions

19(a) Time o f Disclosure. * * *
2. Timing and use o f estim ates. T ru th

in  L e n d in g  d i s c lo s u r e s  m u s t  b e  g iv e n  (a )  
b e f o r e  c o n s u m m a t io n  o r  (b ) w it h in  th r e e  
b u s in e s s  d a y s  a f te r  th e  c r e d it o r  r e c e iv e s  
th e  c o n s u m e r ’s  w r i t t e n  a p p l ic a t io n ,  
w h ic h e v e r  is  e a r lie r . T h e  th r e e - d a y  
p e r io d  fo r  d i s c lo s in g  c r e d it  te r m s  
c o in c id e s  w it h  th e  t im e  p e r io d  w it h in  
w h ic h  c r e d it o r s  s u b je c t  to  R E S P A  m u s t  
p r o v id e  g o o d  fa ith  e s t im a t e s  o f  
s e t t l e m e n t  c o s t s .  If th e  c r e d it o r  d o e s  n o t  
k n o w  th e  p r e c i s e  c r e d it  te r m s , th e  
c r e d it o r  m u s t  b a s e  th e  d is c lo s u r e s  o n  
th e  b e s t  in fo r m a t io n  r e a s o n a b ly  
a v a i l a b le  a n d  in d ic a t e  th a t  th e  
d is c lo s u r e s  a r e  e s t i m a t e s  u n d e r  
§ 2 2 6 .1 7 (c ) (2 ) . I f  m a n y  o f  th e  d is c lo s u r e s  
a r e  e s t im a t e s ,  th e  c r e d ito r  m a y  in c lu d e  a  
s t a t e m e n t  to  th a t  e f f e c t  (s u c h  a s  “ a ll  
n u m e r ic a l  d i s c lo s u r e s  e x c e p t  th e  la te -  
p a y m e n t  d i s c lo s u r e  a r e  e s t i m a t e s ” ) 
in s t e a d  o f  s e p a r a t e ly  la b e l l in g  e a c h  
e s t im a t e .  In  th e  a l t e r n a t iv e ,  th e  c r e d ito r  
m a y  la b e l  a s  a n  e s t im a t e  o n ly  th e  it e m s  
p r im a r ily  a f f e c t e d  b y  u n k n o w n  
in fo r m a t io n . ( S e e  th e  c o m m e n t a r y  to  
§ 2 2 6 .1 7 (c ) (2 ) .)  T h e  c r e d ito r  m a y  p r o v id e  
e x p la n a t o r y  m a te r ia l  c o n c e r n in g  th e  
e s t i m a t e s  a n d  th e  c o n t in g e n c ie s  th a t  
m a y  a f f e c t  th e  a c t u a l  te r m s , [e ith e r  o n  a 
s e p a r a t e  d o c u m e n t  o r  o n  th e  s a m e  
d o c u m e n t  (b u t s e p a r a t e  fr o m  th e  
r e q u ir e d  d is c lo s u r e s ) . ]  in  a c c o r d a n c e
w it h  th e  c o m m e n t a r y  to  § 2 2 6 .1 7 (a )(1 ) .
★  * *

Section 226.20—Subsequent Disclosure 
Requirements

20(a) Refinancings. * * *
3. Variable rate. I f a  v a r ia b le - r a te  

f e a t u r e  w a s  p r o p e r ly  d i s c lo s e d  u n d e r  
th e  r e g u la t io n , a  r a te  c h a n g e  in  a c c o r d  
w it h  t h o s e  d is c lo s u r e s  is  n o t  a  
r e f in a n c in g . F o r  e x a m p le ,  a  r e n e g o t ia b le  
r a te  m o r tg a g e  th a t  w a s  d i s c lo s e d  a s  a 
v a r ia b le - r a t e  t r a n s a c t io n  is  n o t  s u b je c t  
to  n e w  d i s c lo s u r e  r e q u ir e m e n ts  w h e n  
th e  v a r ia b le - r a t e  fe a t u r e  is  in v o k e d .  
H o w e v e r ,  e v e n  i f  it i s  n o t  a c c o m p l i s h e d  
b y  th e  c a n c e l la t i o n  o f  th e  o ld  o b l ig a t io n  
a n d  s u b s t i t u t io n  o f  a n e w  o n e , a  n e w  
t r a n s a c t io n  s u b j e c t  to  n e w  d i s c lo s u r e s  
r e s u l t s  i f  th e  c r e d it o r  e ith er :
•  I n c r e a s e s  th e  r a te  b a s e d  o n  a  

v a r ia b le - r a t e  fe a t u r e  th a t  w a s  n o t  
p r e v io u s ly  d i s c lo s e d ,  o r

•  A d d s  a  v a r ia b le - r a t e  fe a t u r e  to  th e  
o b l ig a t io n .  * * *
5. Coverage. S e c t io n  2 2 6 .2 0 (a )  a p p l ie s  

o n ly  to  r e f in a n c in g s  u n d e r t a k e n  b y  th e  
o r ig in a l c r e d it o r  o r  a  h o ld e r  o r  s e r v ic e r  
o f  th e  o r ig in a l o b l ig a t io n . A  
" r e f in a n c in g "  b y  a n y  o th e r  p e r s o n  is  a  
n e w  t r a n s a c t io n  u n d e r  th e  r e g u la t io n ,
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n o t  a  r e f in a n c in g  u n d e r  th is  s e c t io n .
* * ★

20(b) Assumptions.
1. General definition. A n  a s s u m p t io n  

a s  d e f in e d  in  § 2 2 6 .2 0 (b )  is  a  n e w  
t r a n s a c t io n  a n d  n e w  d i s c lo s u r e s  m u s t  b e  
m a d e  to  th e  s u b s e q u e n t  c o n s u m e r . A n  
a s s u m p t io n  u n d e r  th e  r e g u la t io n  
r e q u ir e s  th e  f o l l o w in g  th r e e  e le m e n t s :
•  A  r e s id e n t ia l  m o r tg a g e  t r a n s a c t io n .
•  A n  e x p r e s s  a c c e p t a n c e  o f  th e

s u b s e q u e n t  c o n s u m e r  b y  th e  c r e d ito r .
•  A  w r i t t e n  a g r e e m e n t .
T h e  a s s u m p t io n  o f  a  n o n - e x e m p t  
c o n s u m e r  c r e d it  o b l ig a t io n  r e q u ir e s  n o  
d is c lo s u r e s  u n le s s  a l l  th r e e  e l e m e n t s  a r e  
p r e s e n t .  * * *

Comment 20(b)-6 is rem oved and 
Comment 20(b)-7 is redesignated 20(b)-
6.
Section 226.22—Determination o f the 
Annual Percentage Rate

22(a) A ccuracy o f the Annual 
Percentage Rate.

Paragraph 22(a)(1). * * *
4 . Basis for calculations. W h e n  a  

t r a n s a c t io n  i n v o l v e s  “ s t e p  r a t e s ” o r  
“ s p l i t  r a t e s ”— th a t  is ,  d if f e r e n t  r a te s  
a p p l ie d  a t  d if f e r e n t  t im e s  o r  to  d if f e r e n t  
p o r t io n s  o f  th e  p r in c ip a l  b a l a n c e — a 
s in g le  c o m p o s i t e  a n n u a l  p e r c e n t a g e  r a te  
m u s t  b e  c a lc u la t e d  a n d  d i s c lo s e d  fo r  th e  
e n t ir e  t r a n s a c t io n . A s s u m e ,  fo r  e x a m p le ,  
a  s t e p - r a t e  t r a n s a c t io n  in  w h ic h  a 
$ 1 0 ,0 0 0  lo a n  i s  r e p a y a b le  in  5 y e a r s  a t  1 0  
p e r c e n t  in t e r e s t  fo r  th e  f ir s t  2  y e a r s ,  1 2  
p e r c e n t  fo r  y e a r s  3 a n d  4 , a n d  1 4  p e r c e n t  
fo r  y e a r  5. T h e  m o n t h ly  p a y m e n t s  a r e  
$ 2 1 0 .7 1  d u r in g  th e  f ir s t  2  y e a r s  o f  th e  
te rm , $ 2 2 0 .2 5  fo r  y e a r s  3 a n d  4, a n d  
$ 2 2 2 .5 9  fo r  y e a r  5. T h e  c o m p o s i t e  a n n u a l  
p e r c e n t a g e  r a te , u s in g  a  c a lc u la t o r  w it h  
a “ d i s c o u n t e d  c a s h  f l o w  a n a ly s i s "  o r  
“ in te r n a l  r a te  o f  r e tu r n ” fu n c t io n , is  
1 0 .7 5  p e r c e n t .  * * *
Section 226.24—Advertising

24(b) Advertisem ent o f Rate o f 
Finance Charge. * * *

4 . E ffective rates. In  s o m e  
t r a n s a c t io n s  th e  c o n s u m e r ’s  p a y m e n t s  
m a y  b e  b a s e d  u p o n  a n  in t e r e s t  r a te  
l o w e r  th a n  th e  r a te  a t  w h ic h  in t e r e s t  is  
a c c r u in g . T h e  lo w e r  r a te  m a y  b e  
r e fe r r e d  to  a s  th e  e f f e c t i v e  r a te , p a y m e n t  
r a te  o r  q u a l i fy in g  r a te . A  c r e d it o r  o r  
s e l l e r  m a y  a d v e r t i s e  s u c h  r a t e s  b y  
s ta t in g :  T h e  te r m  o f  th e  r e d u c e d  
p a y m e n t  s c h e d u le ,  th e  in t e r e s t  r a te  u p o n  
w h ic h  th e  r e d u c e d  p a y m e n t s  a r e  
c a lc u la t e d ,  th e  r a te  a t  w h ic h  th e  in t e r e s t  
is  in  f a c t  a c c r u in g , a n d  th e  a n n u a l

p e r c e n t a g e  r a te . T h e  a d v e r t i s e d  a n n u a l  
p e r c e n t a g e  r a te  th a t  m u s t  a c c o m p a n y  
th is  r a te  m u s t  ta k e  in to  a c c o u n t  th e  
in t e r e s t  th a t  w i l l  a c c r u e  b u t  w i l l  n o t  b e  
p a id  d u r in g  th is  p e r io d . F o r  e x a m p le ,  a n  
a d v e r t i s e m e n t  m a y  s t a t e  “A n  e f f e c t i v e  
f ir s t  y e a r  in t e r e s t  r a te  o f  1 0  p e r c e n t .  
I n t e r e s t  b e in g  e a r n e d  a t  14  p e r c e n t .  
A n n u a l  p e r c e n t a g e  r a te  1 5  p e r c e n t .”

Subpart D—Miscellaneous * * *
Section 226.29—State Exemptions

29(a) General Rule. * * *
4. Exemptions granted. E f f e c t iv e  

O c t o b e r  1 ,1 9 8 2 ,  th e  B o a r d  h a s  g r a n t e d  
th e  f o l l o w in g  e x e m p t io n s  fr o m  p o r t io n s  
o f  th e  r e v i s e d  T r u th  in  L e n d in g  A c t:
•  Maine. C r e d it  o r  l e a s e  t r a n s a c t io n s  

s u b j e c t  to  th e  M a in e  C o n s u m e r  C r e d it  
C o d e  a n d  i t s  im p le m e n t in g  r e g u la t io n s  
a r e  e x e m p t  fr o m  c h a p t e r s  2, 4  a n d  5 o f  
th e  f e d e r a l  a c t .  (T h e  e x e m p t io n  d o e s  
n o t  a p p ly  to  t r a n s a c t io n s  in  w h ic h  a 
f e d e r a l ly  c h a r t e r e d  in s t i t u t io n  is  a 
c r e d it o r  o r  l e s s o r .)

•  Connecticut. C r e d it  t r a n s a c t io n s  
s u b j e c t  to  th e  C o n n e c t ic u t  T r u th  in  
L e n d in g  A c t  a r e  e x e m p t  fr o m  c h a p te r s  
2 a n d  4 o f  th e  f e d e r a l  a c t .  (T h e  
e x e m p t io n  d o e s  n o t  a p p ly  to  
t r a n s a c t io n s  in  w h ic h  a f e d e r a l ly
c h a r t e r e d  in s t i t u t io n  i s  a  c r e d ito r .)
★  * *

Appendix D—Multiple-Advance Construction Loans
2. Variable-rate construction loans. 

T h e  h y p o t h e t ic a l  d i s c lo s u r e  r e q u ir e d  in  
m o s t  v a r ia b le - r a t e  t r a n s a c t io n s  b y
§ 2 2 6 .1 8 (f)(4 )  is  n o t  r e q u ir e d  fo r  m u lt ip le -  
a d v a n c e  c o n s t r u c t io n  l o a n s  d i s c lo s e d  
p u r s u a n t  to  A p p e n d ix  D , P a r t I.

3. Calculation o f the total o f 
paym ents. W h e n  d i s c lo s u r e s  a r e  m a d e  
p u r s u a n t  to  A p p e n d ix  D , th e  t o ta l  o f  
p a y m e n t s  m a y  r e f l e c t  e i t h e r  th e  s u m  o f  
th e  p a y m e n t s  o r  th e  s u m  o f  th e  a m o u n t  
f in a n c e d  a n d  th e  f in a n c e  c h a r g e .

4 . Annual percentage rate. A p p e n d ix  
D  d o e s  n o t  r e q u ir e  th e  u s e  o f  V o lu m e  I 
o f  th e  B o a r d ’s  A n n u a l  P e r c e n t a g e  R a te  
T a b le s  fo r  c a lc u la t io n  o f  th e  a n n u a l  
p e r c e n t a g e  r a te . C r e d ito r s  u t i l iz in g  
A p p e n d ix  D  in  m a k in g  c a lc u la t io n s  a n d  
d is c lo s u r e s  m a y  u s e  o th e r  c o m p u ta t io n  
t o o l s  to  d e t e r m in e  th e  e s t im a t e d  a n n u a l  
p e r c e n t a g e  r a te , b a s e d  o n  th e  f in a n c e  
c h a r g e  a n d  p a y m e n t  s c h e d u le  o b t a in e d  
b y  u s e  o f  th e  a p p e n d ix .  * * *

A p p e n d ix  F— A n n u a l  P e r c e n t a g e  R a te  
C o m p u ta t io n s  fo r  C e r ta in  O p e n -E n d  
C r e d it  P la n s

1. Daily rate with specific transaction 
charge. If th e  f in a n c e  c h a r g e  r e s u l t s  
from  a c h a r g e  r e la t in g  to  a s p e c i f i c  
t r a n s a c t io n  a n d  th e  a p p l ic a t io n  o f  a  
d a i ly  p e r io d ic  r a te , s e e  c o m m e n t  1 4 ( c ) - 6  
fo r  g u id a n c e  o n  a n  a p p r o p r ia t e  
c a lc u la t io n  m e t h o d . * * *
A p p e n d ix  H — C lo s e d -E n d  M o d e l  F o r m s  
a n d  C la u s e s

17 . ED-876A 4/82. P u r s u a n t  to  s e c t io n  
1 1 3 (a )  o f  th e  a m e n d e d  T ru th  in  L e n d in g  
A c t ,  F o r m  E D - 8 7 6 A  4 /8 2 ,  i s s u e d  b y  th e  
U.S. D e p a r tm e n t  o f  E d u c a t io n  fo r  c e r t a in  
s tu d e n t  lo a n s ,  h a s  b e e n  a p p r o v e d . T h is  
fo rm  m a y  b e  u s e d  fo r  a l l  PLUS l o a n s  in  
w h ic h  th e  b o r r o w e r  q u a l i f i e s  fo r  a n  
im m e d ia t e  d e f e r m e n t  o f  p r in c ip a l  
p a y m e n t s  u n d e r  th e  te r m s  o f  th e  n o t e  
a n d  d i s c lo s u r e s  a r e  m a d e  u n d e r  th e  
in te r im  s t u d e n t  c r e d it  r u le s  in  § 2 2 6 .1 7 ( i) . 
T h e  f o l l o w in g  c h a n g e s  m a y  b e  m a d e  to  
th e  form :
•  R e d u c in g  th e  s i z e  o f  th e  fo rm .
• Deleting inapplicable disclosures by 

whiting out, blocking out, filling in
“N /A ” (not applicable) or “O,” crossing 
out, leaving blanks, or circling 
applicable items.
• Deleting, whiting out, blocking out, oi 

crossing out the words “Less” and 
“Equals” in the Itemization of the 
Amount Financed.

• Adding lines to the Itemization of the 
Amount Financed to indicate amounts 
paid to others.
18 . E D -8761/82. P u r s u a n t  to  s e c t io n  

1 1 3 (a )  o f  th e  a m e n d e d  T ru th  in  L e n d in g  
A c t ,  F o r m  E D -8 7 6  1 /8 2 ,  i s s u e d  b y  th e  
U .S . D e p a r tm e n t  o f  E d u c a t io n  fo r  c e r t a in  
s t u d e n t  lo a n s ,  h a s  b e e n  a p p r o v e d . T h e  
fo rm  m a y  b e  u s e d  fo r  a l l  P L U S  lo a n s  in  
w h ic h  th e r e  is  n o  d e f e r m e n t  b e f o r e  th e  
b o r r o w e r  b e g in s  r e p a y m e n t  o f  b o th  
p r in c ip a l a n d  in te r e s t .  T h e  fo r m  m a y  
a l s o  b e  u s e d  fo r  P L U S  lo a n s  w h e n  th e  
b o r r o w e r  q u a l i f i e s  fo r  a  d e f e r m e n t  o f  
p r in c ip a l p a y m e n t s  a n d  th e  a n n u a l  
p e r c e n t a g e  r a te  to  b e  d i s c lo s e d  i s  
c a lc u la t e d  ta k in g  a c c o u n t  o f  th e  
ir r e g u la r  p a y m e n t  s c h e d u le .  T h e  fo rm  
m a y  a l s o  b e  u s e d  fo r  c o n s o l id a t io n  o f  
p r e v io u s  P L U S  lo a n s ,  w h e t h e r  o r  n o t  th e  
b o r r o w e r  h a d  a d e f e r m e n t  o f  p r in c ip a l  
p a y m e n t s  u n d e r  th e  e a r l ie r  lo a n s .  T h e  
fo l l o w in g  c h a n g e s  m a y  b e  m a d e  to  th e  
form :
•  R e d u c in g  th e  s i z e  o f  th e  fo rm .
•  A d d in g  l in e s  to  th e  p a y m e n t  s c h e d u le  

d is c lo s u r e .
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•  D e l e t in g  in a p p l ic a b le  d i s c lo s u r e s  b y  
w h it in g  o u t , b lo c k in g  o u t , f i l l in g  in

“N /A ” (not applicable) or “O,” crossing 
out, leaving blanks, or circling 
applicable items.
•  D e le t in g , w h it in g  o u t , b lo c k in g  o u t . o r  

c r o s s in g  o u t  th e  w o r d s  " L e s s ” a n d  
" E q u a ls ” in  th e  I t e m iz a t io n  o f  th e  
A m o u n t  F in a n c e d .

• Adding lines to the Itemization of the 
Amount Financed to indicate amounts 
paid to others.
19 . ED-888 5/82. P u r s u a n t  to  s e c t i o n  

1 1 3 (a )  o f  th e  a m e n d e d  T ru th  in  L e n d in g  
A c t ,  F o r m  E D -8 8 8  5 /8 2 ,  i s s u e d  b y  th e  
U .S . D e p a r tm e n t  o f  E d u c a t io n  fo r  c e r t a in  
s t u d e n t  lo a n s ,  h a s  b e e n  a p p r o v e d . T h e  
fo r m  m a y  b e  u s e d  fo r  a l l  G u a r a n t e e d  
S t u d e n t  L o a n  P r o g r a m  (G S L P ) l o a n s  fo r  
w h ic h  d i s c lo s u r e s  a r e  m a d e  u n d e r  th e  
in te r im  s t u d e n t  c r e d it  r u le s  in  § 2 2 6 .1 7 ( i) .  
T h e  f o l l o w in g  c h a n g e s  m a y  b e  m a d e  to  
th e  fo rm :
•  R e d u c in g  th e  s i z e  o f  th e  fo rm .

•  D e l e t in g  in a p p l ic a b le  d i s c lo s u r e s  b y  
w h it in g  o u t , b lo c k in g  o u t , f i l l in g  in

"N /A ” (not applicable) or “O,” crossing 
out, leaving blanks, or circling 
applicable items.
•  D e le t in g ,  w h it in g  o u t , b lo c k in g  o u t , o r  

c r o s s in g  o u t  th e  w o r d s  " L e ss"  a n d  
" E q u a ls ” in  th e  I t e m iz a t io n  o f  th e  
A m o u n t  F in a n c e d .

•  A d d in g  l in e s  to  th e  I t e m iz a t io n  o f  th e  
A m o u n t  F in a n c e d  to  in d ic a t e  a m o u n ts  
p a id  to  o th e r s .
20 . ED-889 5/82. P u r s u a n t  to  s e c t io n  

1 1 3 (a )  o f  th e  a m e n d e d  T r u th  in  L e n d in g  
A c t , F o r m  E D -8 8 9  5 /8 2 ,  i s s u e d  b y  th e  
U .S . D e p a r tm e n t  o f  E d u c a t io n  fo r  c e r t a in  
s t u d e n t  lo a n s ,  h a s  b e e n  a p p r o v e d . T h is  
fo r m  m a y  b e  u s e d  fo r  a l l  G u a r a n t e e d  
S tu d e n t  L o a n  P r o g r a m  (G S L P ) l o a n s  in  
w h ic h  th e  b o r r o w e r  is  m a k in g  p a y m e n t s  
o f  b o t h  in t e r e s t  a n d  p r in c ip a l .  T h e s e  
b o r r o w e r s  m a y  o r  m a y  n o t  h a v e  
r e c e iv e d  f e d e r a l  in t e r e s t  b e n e f i t s  d u r in g

the in-school period and the subsequent 
grace period. The following changes 
may be m ade to the form:
• Reducing the size of the form.
• Deleting inapplicable disclosures by 

whiting out, blocking out, filling in
“N /A " (not applicable) or “O,” crossing 
out, leaving blanks, or circling 
applicable items.
• Deleting, whiting out, blocking out, or 

crossing out the words "Plus,” "Less” 
and “Equals" in the Itemization of the 
Amount Financed.

• Adding lines to the Itemization of the 
Amount Financed to indicate amounts 
paid to others.

• * * * *
Board of Governors of the Federal Reserve 

System, September 13,1982.
James M cAfee,
Associate Secretary of the Board.
[FR Doc. 82-25677 Filed 9-17-82: 8:45 amj
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