
FEDERAL RESERVE BANK 
OF NEW YORK

[ Circular No. 9451 "1 
February 9, 1983

REGULATIONS E AND Z 
=  Proposed Amenudmeets to Regulations E amd Z 

— Ruling oe Preemption Determinations

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

P ro p o se d  A m e n d m e n ts
The Board of Governors of the Federal Reserve System has requested comment on several proposed amend

ments to its Regulation Z, “Truth in Lending,” in order to implement certain provisions of the Gam-St Germain 
Depository Institutions Act of 1982. The Board of Governors also proposed several technical amendments to its 
Regulation E, “Electronic Fund Transfers,” in order to conform that regulation to recent changes designed to 
simplify its Regulation Z. In addition, the Board has proposed changes in its official staff commentaries relating to 
those regulations.

Following is the text of a statement issued by the Board announcing the proposed amendments:

The Federal Reserve Board has proposed for comment several amendments to its Regulation Z — Truth in Lending — 
affecting arrangers of credit, student loans and the use of calculation devices in determining annual percentage rates. 

The Board asked for comment by March 3, 1983.
Two of the proposed amendments would implement provisions of the Gam-St Germain Depository Institutions Act of

1982. The first would implement the Act’s deletion of “arrangers of credit” from the definition of creditor. The second 
would implement the provision of the Act exempting student loans made under Title IV of the Higher Education Act of 
1965 from the requirements of Truth in Lending.

The Board also proposed to reinstate two provisions of the regulation dealing with errors in calculation of the annual 
percentage rate resulting from the use of faulty calculation tools.

In connection with these proposals, the Board proposed to renumber certain provisions of Regulation E — Electronic 
Fund Transfers — which cross reference provisions of Regulation Z, to bring them into line with the recent revision and 
simplification of Regulation Z.

These proposed amendments will be published together with proposed changes to the official staff commentaries on 
Regulation Z and Regulation E. In part, the proposed commentary changes correspond to the proposed amendments to the 
regulations and in part they update the commentaries.

Printed on the following pages is the text of the Board’s proposals, which have been reprinted from th z  F e d e ra l  

R e g is te r  of February 2, 1983. Comments thereon should be submitted by March 3, 1983, and may be sent to our 
Regulations Division.
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Preemption Determinations
The Board of Governors also announced a final ruling with respect to certain inconsistencies in the State laws of 

Arizona, Florida, and Missouri with the Truth in Lending Act and with the Board’s Regulation Z, and therefore has 
determined that such State laws are preempted by the relevant Federal law. Following is the text of the statement 
issued by the Board regarding the preemption determinations:

The Federal Reserve Board has made public final determinations with respect to the consistency of certain parts of the 
laws of Arizona, Florida and Missouri with the Truth in Lending Act and the Board’s Regulation Z.

Effective Ocober 1, 1983, creditors in those states are prohibited from using provisions of their state laws that are 
preempted as inconsistent with relevant Federal law. The Board made its determinations after considering comment 
received on preliminary determinations published in April 1982. The preempted provisions are detailed in th e  F e d e r a l  

R e g is te r  notice.
At the same time the Board said that in the light of comment received the Board has reexamined a proposed definition 

that a state law is inconsistent with Federal law if it significantly impedes the operation of the Federal law or interferes with 
the purpose of the Federal statute. The Board said that it continues to believe this general definition is necessary and proper 
where appropriate.

Additionally, after review of comment received, the Board set forth in its notice a more detailed set of principles that 
were followed in making the present determinations and that will be applied in making future determinations.

The Board delegated the making of future determinations of the consistency of state truth in lending laws with Federal 
laws to the Director of the Board’s Division of Consumer and Community Affairs, subject to Board review.

Enclosed — for depository institutions — is the complete text of the Board’s rulings; it will be furnished to 
others upon request directed to the Circulars Division of this Bank (Tel. No. 212-791-5216).

* * *

Questions regarding the above matters may be directed to our Regulations Division (Tel. No. 212-791-5914).

A nthony M. Solomon, 
President.
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FEDERAL RESERVE SYSTEM 

12 CFR Part SOS 

[Reg. E; 0©e. R-0449]

Eteotroeiiiea Fund Transfers; Technical 
Amendments and Official Staff 
Commentary Update

agency: Board of Governors of the 
Federal Reserve System.
ACTION: Proposed technical amendments 
and proposed official staff 
interpretation.

SUMMARY: The Board is publishing for 
comment proposed technical 
amendments to Regulation E (Electronic 
fund transfer) to correct certain 
provisions that refer to Regulation Z. 
These changes are necessary to reflect 
redesignated sections in revised 
Regulation Z. This notice also contains 
proposed changes to the official staff 
commentary, which applies and 
interprets the requirements of 
Regulation s  as a substitute for 
individual staff interpretations of the 
regulation. Some of the changes reflect 
regulatory revisions adopted in October 
1982.
©a t e : Comments must be received on or 
before March 3,1983.

Comments should be mailed 
to William W. Wiles, Secretary, Board 
of Governors of the Federal Reserve 
System, Washington, D.C. 20551, or 
delivered to Room B-2223, 20th and 
Constitution Avenue, NW„ Washington, 
D.C. between 8:45 a.m. and 5:15 p.m. 
Comments should include a reference to 
Doc. Mo. R-©449> Comments may be 
inspected in Room B-1122 between 8:45 
a.m. and 5:15 p.m.
F@K FUOTNI8? INFORMATION CONTACT: 
John C. Wood or Jesse B. Filkins, Senior 
Attorneys, Division of Consumer and 
Community Affairs, Board of Governors 
of the Federal Reserve System, 
Washington, D.C. 20551, at (202) 452- 
2412 or (202) 452-3867.

SUPPLEMENTARY INFORMATION: 1. 
G e n e ra l. The Electronic Fund Transfer 
Act (15 U.S.C. 1693 e t  s e q .) governs any 
transfer of funds that is electronically 
initiated and that debits or credits a 
consumer’s account. This statute is 
implemented by the Board’s Regulation 
E (12 CFR Part 205). The Board’s staff 
has also issued an official commentary 
that takes the place of individual staff 
letters interpreting the regulation (EFT- 
2) .

2. P r o p o s e d  r e v is io n s .  R e g u la tio n .  
Regulation E contains certain provisions 
that describe the relationship between 
the rules governing electronic fund 
transfers and Regulation Z (Truth in 
Lending). These provisions cover 
issuance of access devices,
§ 205.5(c)(l)(ii) and § 2Q5.5(c)(2)(i); 
liability for unauthorized transfers,
|  205.6(d)(l)(i); documentation of 
transfers, f  205.9(b)(3), and procedures 
for resolving errors, § 205.11(i). The 
proposed changes set forth below relate 
to the updating of Regulation Z sectional 
references. These changes are needed 
because Regulation Z sections were 
redesignated when the Board revised 
Regulation Z, pursuant to the Truth in 
Lending Simplification and Reform Act 
of 1980.

C o m m e n ta ry . This is the first periodic 
update to the Official Staff Commentary 
on Regulation E, which was published 
on September 23,1981 (46 FR 46876). 
Some of the proposed revisions to the 
commentary relate to the amendments 
to the regulation published on October 
12,1982 (47 FR 44708). These include 
questions 3-22, 7-18.5, 9-10.5, 9-50, and 
9-51, which are new; questions 9-9 and 
9-16, which have been revised; and 
question 9-22, which has been removed. 
The other changes respond to various 
questions that have arisen concerning 
Regulation E since the commentary was 
originally published: questions 2-5.5, 2- 
12.5, 2-25.5, 2-27, and 3-19.5 are new, 
and question 9̂ -26 has been revised. 
Questions that are being added between 
existing questions are designated ‘“.5”— 
for example, proposed question 2-5.5 
belongs after question 2-5.

Certain conventions have been used 
to highlight the revised language in the 
commentary. New language is 
highlighted by bold-faced arrows, while 
language that has been deleted is set off 
with brackets.

List of Subjects in 12 CFR Part 205
Banks, banking, Consumer protection, 

Electronic fund transfers, Federal 
Reserve System.

PART 205-H: AMENDED]
3. T e x t  o f  p r o p o s e d  r e g u la to r y  

r e v is io n s .  Pursuant to the authority 
granted in Section 904 of the Electronic 
Fund Transfer Act (15 U.S.C. 1693b), the 
Board proposes to amend Regulation E, 
12 CFR Part 205, by revising 
§§ 20.5 (c)(l)(ii), 205.5(c)(2)(i), 
205.6(d)(l)(i), 205.9(b)(3), and 205.11(i) to 
refer to the revised sections of 
Regulation Z, to read as follows:

§ 205.5 Issuance of access devices. 
* * * * *

(c) R e la t io n  to  T ru th  in  L e n d in g  
(1)* * 4

(ii) Addition to an accepted credit 
card, as defined in 12 CFR 226.12(A)(2), 
foot note 21 (Regulation Z), of the 
capability to initiate electronic fund 
transfers: and 
* * * * *

(2) * * *
(i) Issuance of credit cards as defined 

in 12 CFR 226.2(a)(15);
* * * * *

§ 205.S Uslbiiifly off consumer for 
unauthorised transfers. 
* * * * *

(d) R e la t io n  to  T ru th  in  L e n d in g .
(1) * * *

(i) Was initiated by use of an access 
device that is also a credit card as 
defined in 12 CFR 226.2(a)(15), or
* * * * *

§ 205.® Documentation of transfers. 
* * * * *

(b) P e r io d ic  s ta te m e n ts .  * * *
(3) The total amount of any fees or 

charges, other than a finance charge 
under 12 CFR 226.7(f), assessed against 
the account during the statement period 
for electronic fund transfers or the right 
to make such transfers, or for account 
maintenance.
* * * * *

§- 205.11 Procedures for rosoMng error©. 
* * * * *

(i) R e la t io n  to  T ru th  in  L en d in g .
Where an electronic fund transfer also 
involves an extension of credit under an 
agreement between a consumer and a 
financial institution to extend credit
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when the consumer’s account is 
overdrawn or to maintain a specified 
minimum balance in the consumer’s 
account, the financial institution shall 
comply with the requirements of this 
section rather than those of 12 CFR 
226.13 (a), (b), (c), (e), (f), and (h), 
* * * * *

4. Text of proposed commentary 
revisions. The proposed revisions to the 
Official Staff Commentary to Regulation 
E (EFT-2) read as follows:
* * * * *

S upplem ent II—O ffic ia l S taff 
C om m entary

[Reg. E; EFT-2]
* * * * *

Section 205.2 Definitions and rules of 
construction.
* * * * *

OQ2-5.5: Retail repurchase 
agreements. A retail repurchase 
agreement (repo) is essentially a loan 
made to a financial institution by a 
consumer that is collateralized by 
government or government-insured 
securities. Is a repo an account for 
purposes of Regulation E?

A. While repos may not be deposits 
for purposes of some other banking 
regulations, repos are accounts as 
defined in Regulation E. (§ 205.2(b)) <3 
* * * * *

O.Q2-12.5: Deductions for income tax 
withholding purposes. A  financial 
institution deducts a portion of the 
interest payable on a consumer account 
and sends it to the Internal Revenue 
Service to comply with withholding 
requirements. If die account is not 
already subject to Regulation E, will the 
electronic transfer of the interest 
withholding result in coverage?

A: No, in the absence of an agreement 
between the consumer and the financial 
institution or other person regarding EFT 
service. But if an account is subject to 
the regulation for other reasons, then 
transfers to IRS will be covered if they 
are carried out electronically and if they 
involve debits to the account. (§ 205.2 
(b) and (g))<3 
* * * * *

OQ2-25.5: Card-activated telephones. 
Does the regulation cover transfers to 
pay for calls made from a telephone that 
is activated when the consumer inserts 
a card into a magnetic strip or card 
reader, and does the terminal receipt 
requirement apply?

A: The regulation applies to transfers 
initiated electronically. As a result the 
electronic transfers from a consumer’s 
account to pay for telephone calls are 
covered by the regulation as electronic 
fund transfers. A receipt is not required

provided the only transfer of funds 
occurring as a result of the use of the 
card at the combination telephone/ 
reader is to pay for the charges incurred 
by use of the telephone. (§ 205.2(h))<s 
* * * * *

oQ 2—27: Unauthorized transfers— 
access device obtained from the 
consumer. A consumer is conned or 
forced to furnish another person with an 
access device for use in an ATM. Are 
transfers initiated by the person who 
has obtained the access device from the 
consumer authorized or unauthorized?

A: They are unauthorized. The 
definition of “unauthorized electronic 
fund transfer” states that the term does 
not include any electronic fund transfer 
"initated by a person who was furnished 
with the access device to the consumer's 
account by the consumer, unless the 
consumer has notified the financial 
institution involved that transfers by 
that person are no longer authorized.” 
This exception only applies when the 
consumer has furnished an access 
device to a person intending that the 
person be authorized to initiate 
transfers. In the case of a con or a 
robbery, the consumer did not intend to 
authorize the use of the access device to 
make electronic fund transfers and, as a 
result, the transfers are unauthorized,
(§ 205.2(1))<3 
* * * * *

Section 205.3 Exemptions. 
* * * * *

o Q  3-19.5: Telephone transfers— 
money market deposit accounts, retail 
repurchase agreements. Are telephone 
transfers between a money market 
deposit account (or a retail repo 
account) and another account within the 
institution subject to the regulation?

A: The answer will depend on 
whether the transfers are made pursuant 
to a written plan or agreement in which 
periodic or recurring transfers are 
contemplated. An agreement that merely 
permits the consumer to telephone 
institutions for the rollover of all or a 
portion of the funds at maturity does not 
meet this test (§ 205.3(e)) <s 
* * * * *

t>Q 3-22: Small institution 
exemption—grace period. If the assets 
of a previously exempt financial 
institution exceed $25 million on 
December 31, when must the institution 
begin complying with the regulation?

A: Such an institution would have a 
one-year grace period. For example, if 
the assets exceed $25 million on 
December 31,1983, compliance is not 
required until January 1,1985. On the 
other hand, a previously covered 
institution whose assets fall below $25

million on December 31,1983, may take 
advantage of the exemption beginning 
on January 1,1984. (f 205.3(g)}<a
* * * * *

Section 205,7 Initial disclosure of terms 
and conditions.
* * * * *

!>Q 7-18.5: Error-resolution 
disclosure—foreign-inititated transfers. 
The regulation expands the time periods 
for resolving errors that involve 
transfers initiated outside the United 
States, from 10 to 20 business days and 
from 45 to 90 calendar days. Must the 
error-resolution disclosure reflect the 
longer time periods with respect to 
accounts on which transfers may be 
initiated outside the United States?

A: The financial institution may but 
need not refer to the longer time periods 
in the error-resolution disclosure.
(§§ 205.7(a)(10) and 205.11(c)(4))<3 
* * * * *

Section 205.9 Documentation of 
transfers.
* * * * *

t>Q 9-9: Receipts—type of account 
Ein POS transfer^. A  footnote states 
that the type of account need not be 
identified if the access device used to 
initiate the transfer can access only one 
account [[of any type in a point-of-sale 
transfer]] o a t  a given terminal. Whenot 
does this exception apply [[when that 
device is used at an ATM]]?

A: The exception [[is generally not 
available for ATM transfers, even if the 
access device is capable of accessing 
only one account at an ATM. (There is a 
limited exception for certain cash
dispensing machines under section 
205.9(f), but only if the machines were 
purchased or ordered before February 6, 
1989.)]] t> applies to point-of-sale 
terminals, ATMs, and any other 
electronic terminals. It<3 [[The 
exception for POS transfers]] is 
available even if the access device can 
access more than one account when 
used Eat| oin<3 a different [(Type of 
facility, such as an ATM.]] osystem , for 
example, if an access device can access 
only a single account in a shared ATM 
system, but can access more than one 
account in a proprietary system. <3 
Morever, account re£ers»on!y to asset 
accounts. If a consumer can use an 
access device at a [[POSJ terminal to 
debit an asset account and also to 
access a credit line, for example, the 
[[exemption]] oexceptiono is still 
available. (§ 203.9(a)(3), footnote 3) 
* * * * *

t>Q 9-10.5: Receipts—type of account, 
interchange system. What about an
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interchange system in which consumers 
can access multiple accounts of the 
same type at their account-holding 
institution’s terminals, but only a 
primary account of each type at other 
terminals in the system—may the 
receipt at such other terminals describe 
the account in terms of "checking" or 
"savings,” without unique identification?

A: Yes. (§ 205.9(a)(3), footnote 3)<]
*  *  * *  *

s>Q 9-16: Periodic statements— 
frequency. How often must periodic 
statements be sent for accounts that are 
subject to the regulation?

A: A monthly statement is required for 
any account to or from which an EFT 
has occurred during the month, if the 
account is one that can be debited 
electronically (by use of an access 
device, telephone, bill-payment service, 
or preauthorized transfers from the 
consumer’s account, for example) or if 
the account can be credited 
electronically by other than 
preauthorized deposits. If no transfers 
occur during some months, the 
statement must be provided at least 
quarterly.

There are ([special]) t>certain<3 
exceptions for accounts on which the 
only EFT service relates to 
preauthorized credits. The institution 
may send quarterly statements or, if the 
account is a passbook account, the 
institution may simply update the 
passbook when it is presented for 
updating (with the amount and date of 
each EFT since the last update).

e>Also, to eliminate duplicative 
statements, the regulation provides an 
exception from the periodic statement 
requirement for certain intrainstitutional 
transfers between a consumer’s 
accounts ( |  205.9(h)). This exception 
does not alter the statement provisions, 
however, with respect to accounts that 
receive preauthorized credits: such 
accounts continue to require quarterly 
statements or passbook updates. <3 
(§ 205.9(b), (c), la n d j (d) e>, and (h)<®) 
* * * * *

Q 9-22: (Reserved.)
* * * * *

Q 9-26: Periodic statements—terminal 
location emitted; error. When a 
consumer makes a deposit at an ATM, 
the institution need not identify the 
ATM location on the periodic statement. 
Does the consumer’s request for the 
terminal location (or any other 
information about the deposit) 
constitute notification of an error under 
the regulation?

A: Yes, if the request for the location 
is made in accordance with the 
requirements of the error-resolution 
section. oHowever, in responding to the

error notification, the institution need 
not provide the consumer with the ATM 
location, since it is not required to 
capture that information with regard to 
deposits. If <3 {[On the other hand, if]] 
the consumer merely calls to ascertain 
whether or not a deposit (ATM, 
preauthorized, or any other type of 
electronic transfer) was credited to the 
account, the error-resolution procedures 
do not apply. {§§ 205.9(b)(l)(iv), footnote 
4a, and 205.11(a)(7)) 
* * * * *

ie>Q  9-50: Periodic statements— 
transfers between accounts. The 
regulation provides that an account is 
excepted from the periodic statement 
requirements for transfers to or from 
another account of the consumer within 
the institution, if these transfers are 
described on a complying statement for 
the other account. What effect does this 
have on the periodic statement 
requirements for accounts that are also 
accessed by other electronic transfer 
activity?

A: The exception applies only to the 
transfers between accounts. The 
financial institution must comply with 
the applicable periodic statement 
requirements for any other electronic 
transfers to or from the account. For 
example, a quarterly Regulation E 
statement must be sent for an account 
that also receives payroll deposits 
electronically; and a Regulation E 
statement must be sent for any month in 
which an account is also accessed by a 
withdrawal at an ATM. ( |§  205.9(c), (d), 
and (h))

Q 9-51: Periodic statements—foreign- 
initiated transfers. Failure to provide 
terminal receipts and periodic 
statements for transfers initiated outside 
the United States is deemed not to be a 
failure to comply with the regulation if 
an inquiry or request for documentation 
is treated as a notice of an error. What 
does this mean?

A: The relaxation in documentation 
requirements takes account of the fact 
that some foreign-based terminals do 
not capture all of the information 
required by the regulation. However, it 
is expected that the institution would 
make a good faith attempt to provide on 
the periodic statement the information 
required by the regulation to identify the 
transfer. For example, even though the 
institution may not be able to provide 
the location of the specific terminal, it 
should, if possible, identify the country 
and city in which the transfer was 
initiated. (§ 205.9(i))<] 
* * * * *

By order of the Board of Governors of the 
Federal Reserve System. January 27.1983. 
William W. Wiles,
Secretaryr of the Board.
[FR Doc. 83-2751 Filed 2-1-83; 8:45 am]

BILUN© CODS S210-01-C3

12 CFR Psrt 22®

[Reg. 2.; Do©. No. R-C450]

Troth In Lending; ©<s?SsiStI®in) ©f 
Airrarsg©p ©f Credit; in©mptl©ini ©1? 
Certain Stodteimt Loan©; Treatment ©f 
Certain DS©©S©@yr® Error©; and ©if1?I©Ial 
Staff Commentary Opdat©

Board of Governors of the 
Federal Reserve System.
ACY§©N: Proposed rule and proposed 
official staff interpretation.

SUMMARY; The Board is publishing for 
comment proposed amendments to 
revised Regulation Z, (Truth in Lending), 
to implement Truth in Lending 
amendments made in the Gam-St 
Germain Depository Institutions Act of 
1982. The proposal would amend 12 CFR 
Part 226 to delete from coverage 
arrangers of credit and exempt certain 
student loans. For purposes of 
administrative enforcement, the 
proposal would also amend two 
footnotes relating to disclosure errors 
caused by the use of faulty calculation 
tools. This notice also contains proposed 
changes to the official staff commentary, 
which applies and interprets the 
requirements of the revised Regulation Z 
as a substitute for individual staff 
interpretations of the regulation. Some 
of the changes reflect the statutory 
amendments while others update the 
current commentary.
BATE: Comments must be received on or 
before March 3,1983.
A0D1ESS: Comments should be mailed 
to William W. Wiles, Secretary, Board 
of Governors of the Federal Reserve 
System, Washington, D.C. 20551, or 
delivered to Room B-2223, 20th and 
Constitution Avenue, NW., Washington, 
D.C. between 8:45 a.m. and 5:15 p.m. To 
aid in their consideration, comments 
should include a reference to Doc. No. 
R-045Q, and discussion of each section 
should begin on a separate page. 
Comments may be inspected in Room B- 
1122 between 8:45 a.m. and 5:15 p.m.
P©P3 FURTHER 8WF0MATIOK! ©©GWABYS 
The following attorneys in the Division 
of Consumer and Community Affaris, 
Board of Governors of the Federal 
Reserve System, Washington, D.C.
20551, at (202) 452-3667 or (202) 452- 
3867:
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R egulatory am endm ents—C laudia 
Y am s.

Com m entary:
S ubpart A—G erald  H urst 
S ubpart B—Ruth Amberg, Jesse 

Filkins, R ichard G arabed ian , Lynn 
G oldfaden, G erald  H urst, John 
W ood

S ubpart C and  A ppendices— C larence 
Cain, Lucy Griffin, R ugenia Silver, 
Susan W erthan , C laud ia  Yarns, 
S teven Zeisel

Subpart D—Rugenia S ilver 
guppLesaEPiT&ftY information: i . 
Introduction. This no tice con ta ins three 
types of changes to the B oard ’s 
Regulation Z an d  the accom panying 
official s ta ff com m entary. First, the 
G arn-S t G erm ain D epository  Institutions, 
A ct of 1982 (Pub. L. 97-320, O ctober 15, 
1982} (DIA) m ade tw o am endm ents to 
the T ruth in Lending S im plification and  
Reform  A ct of 1980. Section  103(f) of the 
T ru th  in  Lending A ct w as am ended  by 
deleting “arrangers of cred it” from  the 
defin ition  of “cred ito r,” effective 
O ctober 1,1982. Section  104 w as 
am ended  by exem pting from coverage 
(both p rospective ly  and  retroactive ly ) 
loans m ade, insured, or g uaran teed  
p u rsuan t to a  program  au thorized  by 
Title IV of the H igher E ducation  A ct of 
1965 (20 U.S.G. 1070 e t seq.J. To 
im plem ent these s ta tu to ry  am endm ents, 
the B oard  proposes to am end  § 226.2 of 
Regulation Z by  rem oving the defin ition  
of “arranger of cred it” an d  rem oving 
“arrangers of cred it” from  the “cred ito r” 
definition, and  to am end § 226.3 by 
add ing  a new  p arag raph  th a t exem pts 
loan  program s under T itle IV of the 
H igher E ducation  A ct of 1965. ’These 
changes are  being m ade p u rsuan t to 
c lear congressional guidance an d  it is 
expected  th a t there  w ill be little fu rther 
rev ision  in the final docum ent.

Second, p roposed  am endm ents to 
footnote 31a (§ 228.14(a)) and  footnote 
45a (§ 226.22(a)) a re  being m ade. T hese 
foo tno tes p ro tec ted  cred ito rs from  
liab ility  for use of fau lty  ca lcu lation  
tools. The footnotes prov ided  th a t  an  
erro r in the disclosure of the annua l 
percen tage ra te  or finance charge w as  
no t considered  a v io la tion  if: (1) The 
erro r resu lted  from  a corresponding 
erro r in a  ca lcu lation  tool u sed  in  good 
faith  by  the creditor; and  (2) upon 
d iscovery  of the error, the cred ito r 
d iscon tinued  use of the tool an d  no tified  
the B oard in w riting  of the error in the 
ca lcu lation  tool. Thus, errors th a t m et 
these criteria wer® no t v io lations an d  
cred ito rs found to have  such errors w ere 
p ro tec ted  from  bo th  civil and  
adm in istra tive actions, particu la rly  
restitu tion . T hese p rovisions w ere in the 
original regulation  becau se  the B oard
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believed  th a t the v a s t m ajority  of 
creditors d id  n o t p ossess the specia lized  
technical know ledge necessary  to 
evaluate  ca lcu lation  tools in te rnally  and  
needed  to rely  on the producers of those 
tools to p rovide th a t know ledge.

The B oard elim inated  the pro tec tion  
p rov ided  by  the footnotes as of O ctober 
1,1982, the effective date  of the 
am ended  act, in the belief th a t the a c t’s 
expansion  of the bona fide error defense 
to civil liab ility  m ade the foo tno tes 
unnecessary .

U pon further review , how ever, the 
B oard believes th a t the elim ination  of 
the p ro tec tion  p rovided  by  the foo tno tes 
has the effect, w ithout the intent, of 
exposing cred ito rs to restitu tion . The 
am ended  ac t p ro tec ts cred ito rs from 
civil liab ility  for v io la tions resulting  
from bona fide errors, even in the 
absence  of the footnotes. H ow ever, 
w ithout the p ro tec tion  of the foo tno tes 
cred ito rs could be  su b jec t to 
adm in istra tive  enforcem ent, including 
restitu tion , for the sam e errors. If the 
proposal is adop ted , the B oard 
an tic ipates  th a t it w ould  be retroac tive  
to O ctober 1,1982.

Finally, p roposed  changes to the 
Regulation Z official s ta ff com m entary  
(Supplem ent I to P art 229) are  being 
m ade. Some of the  p roposed  changes 
co rrespond  to the regulatory  
am endm ents im plem enting the DIA and  
serve to conform  the regu la tion  an d  
com m entary. T he o ther p roposed  
com m entary  changes up d a te  the 
docum ent.

This is a period ic  u pdate  to the 
com m entary, as  am ended  effective 
Septem ber 17,1982 (47 FR 41338, 
Septem ber 20,1982) and  responds to 
significant questions th a t have  a risen  
since the la s t update . T he types, of 
changes being p roposed  generally  give 
cred ito rs m ore flexibility  in m aking 
disclosures, w hile p reserving bas ic  
consum er protections.

C ertain  conventions have  b een  u sed  
to highlight the rev ised  language in  the 
com m entary. N ew  language is 
highlighted by bo ld-faced  arrow s, w hile 
language th a t has b een  d ele ted  is se t off 
w ith  brackets.

All the p roposed  regula tory  and  
com m entary  changes are  being 
published  for com m ent a t the sam e tim e 
to m inim ize th e  bu rden  on po ten tia l 
com m enters an d  on the cred it industry . 
S taff believes th a t this docum ent, 
although com prehensive, w ill in su re  
uniform  com pliance and  ease  the 
com plexity  o f com pliance by  prescrib ing  
only one effective date.

C om m ents m ust b e  received  by M arch 
3,1983 an d  it is essen tia l th a t they  be 
tim ely in o rder to assu re  final ac tion  by 
A pril 1. To exped ite  ana lysis of the

com m ents, com m enters a re  req u ested  to  
identify  com m ents by  section  and  
p arag raph  num bers an d  to  begin 
d iscussion  of each  section  on  a  sep a ra te  
page. If com m ents a re  received  on 
issues no t ra ised  by  the p roposed  
com m entary  revisions, these  com m ents 
w ould  m ost likely be. considered  for 
possib le  inclusion in  the nex t 
com m entary  update .

F inal rev isions w ill be pub lished  in 
the F edera l Register; i t  is an tic ip a ted  
th a t final pub lica tion  will be  a t the end  
of M arch. A lthough cred ito rs w ill b e  
able to rely  on the rev isions a t th a t tim e, 
the applicab ility  of the rev is ions w ill be 
optional until O ctober 1,1883. T he la te r  
da te  w ill be  p rov ided  to m inim ize any  
difficulties th a t c red ito rs  m ay 
experience in  ad justing  . t o  the rev isions.

2. Proposed revisions. Regulation. 
Follow ing is a b rie f  descrip tion  of the 
p roposed  regula tory  revisions:

Subpart A—*<S©in@rsiS
Section 226.2' Definitions and rules of 
construction.
(a)(3) "Arranger of credit”

T his defin ition  w ou ld  be  rem oved  to  
im plem ent the T ru th  in Lending A ct 
am endm ent to the defin ition  of 
“cred ito r” m ade  in  the DIA. T he 
p arag rap h  num ber w ill be  rese rv ed  for 
future use in o rder to avo id  the n eed  for 
renum bering  all su b seq u en t definitions.

(a)(17) "Creditor”
T his defin ition  w ou ld  be  am ended  by 

rem oving parag rap h  (a)(17)(ii). The 
am endm ent w ou ld  conform  th e  
regula tory  defin ition  to  th e  s ta tu to ry  
defin ition  a s  am ended  by the DIA. 
P arag raphs (a)(17){iii)f (iv), an d  (v) o f the 
cu rren t defin ition  w ou ld  be  red esig n a ted  
a s  p arag rap h s (a)(17)(ii), (iii), an d  (iv), 
respectively .

Section 226.3 Exempt transactions.
P arag raph  (f) w ould-be ad d e d  to 

exem pt lo an s m ade, insured , o r 
g u aran teed  p u rsu an t to a  program  
au thorized  by  Title IV of d ie  H igher 
E ducation  A ct of 1865. T he DIA T ru th  in 
Lending am endm ents exp ressly  
exem pted  th ese  loans from  coverage.

Sections 226.14 and 226.22 
Determination of annual percentage 
rate.

The la s t sen tence  of b o th  foo tno te  31a 
an d  footnote 45a w ou ld  be rem oved. 
T his am endm ent w ou ld  re in s ta te  the 
p ro tec tions p rov ided  by  th e  tw o 
footnotes.

Commentary. Follow ing i® a  b rie f  
descrip tion  of the p roposed  rev isions to  
th e  com m entary:
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Sybpart A—©@o©mi
Section 226.2 Definitions and rules of
construction.

2(a)(3) “Arranger of Credit"
Comments 2(a)(3)—1 through 8 would 

be removed to correspond to the 
regulatory amendments that remove 
“arrangers of credit" from the "creditor" 
definition.
2(a)(4) “Billing.Cycle" or “Cycle"

Comment 2(a)(4)-! would be revised 
to eliminate possible confusion over 
whether the periodic statement must in 
fact be sent within the 4-day interval.
2(a)(17) “Creditor "

Comment 2(a)(17)(ii)-l would be 
removed to conform the commentary to 
the regulatory amendments that 
implement the DIA Truth in Lending 
amendments.

The comment designations— 
Paragraph 2(a)(17)(iv) and Paragraph 
2(a)(17)(v)—would be redesignated 
Paragraph 2(a)(17)(iii) and Paragraph 
2(a)(17)(iv), respectively.
2(a)(18) “Downpayment"

Comment 2(a)(18)—1 would be revised 
to include a cross-reference to the 
commentary to |  226.2(a)(23). Material 
that would be added to the commentary 
to § 22G.2(a)(23) discusses the allocation 
of lump-sum payments between the 
downpayment and the prepaid finance 
charge.
2(a)(23) “PrepaidFinance Charge"

A new comment 2(a)(23}-4 would be 
added to clarify the treatment to be 
given discounts that are finance charges 
under |  226.4(b)(9) in transactions 
involving lump-sum payments by a 
consumer. This comment discusses the 
allocation of a lump-sum payment 
between the downpayment and the 
prepaid finance charge.
2(a)(24) “Residential Mortgage 
Transaction ”

A new comment 2(a)(24)-5 would be 
added to clarify whether certain 
transactions are "to finance the 
acquisition" of the consumer’s principal 
dwelling and are therefore residential 
mortgage transactions.
R e fe r e n c e s

A sentence would be added to the 
paragraph under 1981 Changes 
discussing "arranger of credit” 
indicating that the definition has been 
removed from the statute. This would 
reflect the DIA Truth in Lending 
amendment.
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Section 226.3 Exempt transactions.
Comment 3(f)—1 would be added to 

clarify which loan programs are 
administered under Title IV of the 
Higher Education Act of 1965. This 
comment corresponds to the regulatory 
amendment implementing the DIA Truth 
in Lending amendments that exempt 
these loan programs from the regulation.
Section 226.4 Finance charge.
4(d) Insurance

Comment 4(d)—10 would be revised to 
provide an exception to the requirement 
that creditors allocate a portion of the 
premium for coverages that are not VSI 
or other property insurance when the 
amount of the premium attributable to 
the non-VSI coverages is less than $1.00 
(or in the case of multi-year policies, 
$5.00). Comment is specifically 
requested on the necessity and 
desirabiltiy of such an exception, as 
well as the dollar amount that should be 
provided.

Subpart B—Open-End Credit
Section 226.5 General disclosure 
requirements.

Comment 5(a) (2)—3 would be added to 
provide that the rule that the terms 
"finance charge” and “annual 
percentage rate" should be more 
conspicuous than other required 
disclosures does not apply to numerical 
amounts or percentages shown as part 
of the disclosures.

Comment 5(b)(1)—3 would be 
expanded to clarify that no new initial 
disclosures need be given when the 
consumer’s account is closed simply to 
provide the consumer with a new 
account number, such as when the 
credit card is reported lost or stolen and 
a new account number is assigned for 
security reasons.
Section 226.8 Identification of 
transactions.

Comment 8-7 would be added to give 
the creditor the option of two means of 
identifying credit insurance premiums 
on the periodic statement when the 
insurance is offered through the creditor 
but actually provided by another 
company. In such a case, the creditor 
could identify the premium using either 
the rule in § 220.8(a)(2) for “related" 
sellers and creditors, or the rule in 
§ 220.8(a)(3) for “non-related” sellers 
and creditors.
Section 226.9 Subsequent disclosure 
requirements.
9(c) Change in Terms

The first sentence of comment 9(c)(1)- 
3 would be revised to clarify that the

1983 /  Proposed Rules

change-in-terms notice must be provided 
to the consumer (not merely mailed) no 
later than the time the change is 
effective, even when the 15-day 
advance-notice requirement is 
inapplicable.

Comment 9(c)(1)—3 would also be 
revised to add an example of an 
occurrence that would not be considered 
an "agreement” for purposes of relieving 
the creditor of its responsibility to 
provide an advance change-in-terms 
notice. If the change is the type that has 
been unilaterally made by the creditor 
and is of general applicability, advance 
notice must be given. Thus, the “agreed- 
to" rule would not apply in the following 
example: A creditor has decided to 
change a term in its open-end plan. 
Instead of providing change-in-terms 
notices to its customers 15 days in 
advance of the term change, the creditor 
decides to wait until each consumer 
comes to the creditor’s office to request 
a cash advance. At that time, the 
consumer is given a change-in-terms 
notice, and, if the consumer agrees to 
the term change, the advance is made.

The first sentence of comment 9(c)(2)— 
2 would be revised to add the words "or 
payments", which is merely an editorial 
change.

Comment 9(c)(2)—2 would also be 
revised to give additional guidance on 
how the change-in-terms requirement 
may be satisfied when skip features are 
involved. Some creditors have indicated 
that to require a change-in-terms notice 
about resumption of the original terms 
may inhibit skip-payment programs. 
Comment is solicited on whether the 
proposal alleviates these concerns, and 
if not, what specific operational 
problems remain.
Section 226.15 Right of rescission.
15(a) Consumer’s Right to Rescind

Comment 15(a) (3)-4 would be revised 
to clarify that this example is intended 
to provide that the sale of the 
consumer’s interest in the property will 
terminate the right to rescind even 
though the consumer is financing the 
transaction. Thus, a sale will terminate 
the right to rescind even though, for 
example, the consumer takes back a 
purchase money note and mortgage or 
retains legal title through a financing 
device such as an installment sale.

Subpart 0— Cr©d8t
Section 226.17 General disclosure 
requirements.
17(a) Form of Disclosures

Comment 17{a)(l)-§ would be 
expanded to add one example of
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"d irectly  re la ted ” inform ation. T his 
exam ple, rela ting  to § 220.1®(q), 
responds to inquiries abo u t an  
app rop ria te  assum ption  policy 
d isclosure w hen  a  tran sac tion  involves 
a due-on-sale clause. The exam ple 
w ould  m ake c lear th a t the cred ito r m ay 
disclose the ex istence of a  due-on-sale 
clause.

Com m ent 17(a)(2)—S w ould  b e  added  
to provide th a t the ra le  th a t the term s 
"finance charge” an d  “annua l 
percen tage ra te ” should  be m ore 
conspicuous than  o ther requ ired  
d isclosures does n o t app ly  to  num ercia! 
am ounts o r percen tages show n as part 
of the d isclosures.

17(i) Interim Student Credit Extensions
Com m ent 17(i)-l w ou ld  be  am ended  

to rem ove references to the G uaran teed  
S tudent Loan Program  and  the PLUS 
program . T hese loan  program s are 
adm in istered  u nder T itle 1¥ of the 
H igher E ducation  A ct of 1985 and  are 
thus no longer covered, p u rsu an t to the 
s ta tu to ry  am endm ents exem pting these 
loan  program s.

C om m ent 17(i)-4 w ould  be deleted . 
T his com m ent ad d re sses  loan  program s 
th a t a re  now  exem pt under the DIA 
T ruth  in  Lending am endm ents.

Com m ent 17(i)-5 w ould  b e  
redesignated  com m ent 17(i]-4.

Section 228.18 Content of disclosures. 
18(f) Variable Rate

Com m ent 18(f)—1 w ould  be  rev ised  to 
in d ica te  th a t th e  v ariab le-ra te  d isclosure 
app lies n o t only to  an  in c rease  in the 
in te rest com ponent of the ra te  bu t also  
to inc reases in  o ther po rtions of the rate , 
such as  the ra te  of requ ired  cred it life 
insurance. For exam ple, v e te ran s’ loan 
program s in som e s ta te s  require cred it 
life in su rance. If a  con trac t a llow s 
increases in  the ra te  of the requ ired  
cred it life insurance, the tran sac tio n  is 
considered  a  v a riab le -ra te  tran sac tio n  
sub ject to § 220.18(f).

C om m ent 18(f)—5 w ould  b e  rev ised  to 
exp la in  the circum stances under w hich 
footnote 43 is ava ilab le  to institu tions 
au thorized  by  recen t federa l legisla tion  
to m ake a lternative  m ortgage loans. 
Footnote 43 perm its in stitu tions to om it 
the |  226.18(f) d isc losu res if variab le- 
ra te  d isc losu res a re  m ade in  accordance 
w ith  ce rta in  variab le -ra te  regula tions of 
other federa l agencies. T itle VIII of the 
D epository  Institu tions A ct of 1982 
a llow s non-federa lly -chartered  housing 
cred ito rs to offer creative financing in 
acco rdance  w ith  ce rta in  federa l 
regulations, even w here  app licab le  s ta te  
law  proh ib its  such financing by  s ta te

lenders. The rev ision  to the com m ent 
w ould  perm it those lenders to take 
advan tage  of foo tno te  43, even though 
they  are  no t'su b jec t to exam ina tion  b y  
the agencies issuing the regulations. 
Com m ent is p articu la rly  solicited  on 
w hether the ava ilab ility  o f the footnote 
should  be  contingent on w h eth e r the 
in stitu tion  is sub ject to  routine 
exam ina tion  for com pliance w ith  these 
regulations.

Com m ent 18(f)—5 and  the references to 
o ther regula tions w ould  also be rev ised  
to reflec t the cita tion  to the F edera l 
H om e Loan B ank B oard’s am ended  
ad ju stab le  m ortgage loan regulation.

18(g) Assumption Policy
C om m ent 18 (q )-l w ould  be rev ised  to 

include a cross-reference to com m ent 
17(a)(l)-5 , w hich  perm its cred ito rs to 
s ta te  in  the T rust in Lending d isc losu res 
th a t a  due-on-sale c lause is  con ta ined  in 
the loan  docum ent.

Section 226.19 Certain residential 
mortgage transactions.

C om m ent 18(a)-3 w ould  be am ended  
to clarify  w hen  a cred ito r receives an  
app lica tion  th a t is tran sm itted  by  an  
agen t or broker.

Section 228.20 Subsequent disclosure 
requirements.
20(b) Assumptions

C om m ent 20 (b )-l w ould  be  rev ised  to 
m ake c lea r  th a t assum ptions o th e r than  
those  defined  in § 220.20(b) do  no t 
requ ire  d isclosures.

C om m ent 20(b)—7 w ould  be  ad d e d  to 
specify the tim e of consum m ation  of an  
assum ption.

C om m ent 20(b)-8 w ould  be ad d ed  to 
exp lain  the rela tionsh ip  b e tw een  the 
ab b rev ia ted  d isc losu res of § 228.20(b)
(1) through (5) an d  the general 
d isclosure requ irem en ts of § |  220.17 an d  
220.18.

Section 226.23 Right of rescission.
23(a) Consumer's Right to Rescind

Com m ent 23(a)(3)-3 w ould  be rev ised  
to clarify  th a t this exam ple is in tended  
to p rov ide th a t the sa le  of the 
consum er’s in te res t in the p roperty  w ill 
te rm inate  the right to resc ind  even 
though the consum er is financing the 
tran saction . Thus, a  sale w ill te rm inate  
the right to resc ind  even  though, for 
exam ple, the consum er tak es  b ack  a 
pu rchase  m oney no te  an d  m ortgage or 
re ta in s  legal title through a financing 
device such  a s  an. in stallm en t sale.

Sufepart O—MEse@l!an®otiS 
Section 226.28 Effect on State Laws.
28(a) Inconsistent Disclosure 
Requirements

The com m entary  to  § 220.28 w ou ld  be 
ex p an d ed  by  the add ition  of th ree  new 
com m ents, reflecting  recen t B oard 
determ ina tions on the effect of the T ru th  
in Lending A ct on the consum er cred it 
law s of A rizona, F lorida an d  M issouri,

Section 226.29 State exemptions.
29(a) General Rule

C om m ent 29(a)-4 w ou ld  be  rev ised  to 
reflect th ree  s ta te  exem ptions from  th e  
T ru th  in Lending A ct g ran ted  by th e  
B oard  to M assachusetts , O klahom a and' 
W yom ing.

Appendix Multiple-Advance 
Construction Loams

T he com m entary  an d  references to 
A ppend ix  D w ould  b e  rev ised  to reflec t 
the fac t th a t m ultip le-advance 
tran sac tio n s  o ther than  construction  
loans m ay  also  use th e  appendix .

Appendix H—=Gl©s®d»EisdI Model Forma® 
m d  Clauses

C urren t com m ents H -17 through 20 ©s 
they  reflec t the app rova l under section  
113 of the ac t o f s tu d en t loan  d isc losu re 
form s issued  by  th e  D epartm en t of 
E ducation  w ou ld  be  rem oved. T he loan  
program s to  w hich  the form s app ly  h av e  
b een  exem pted  from  the regu la tion  in 
the recen t DIA am endm ents to the T ru th  
in Lending A ct. N ew  com m ents H -17 
through 20 w ou ld  be  ad d ed  to  reflec t th e  
approval u n d er § 113 of the ac t of four 
s tuden t loan  d isc losu re form s is su e d  by  
the D epartm en t of H ea lth  a n d  H um an 
Services in  conjunction  w ith  the  H ea lth  
E ducation  A ssis tan ce  L oan (HEAL) 
program .

l i s t  o f S ub jec ts irn 12 CFK P art 22@

Advertising, Banks, banking, 
Consumer protection, Credit, Federal 
Reserve System, Finance, Truth in 
lending, Penalties.

3. Text of Proposed Regulatory 
Revisions. P ursuan t to  th e  au thority  
g ran ted  in section  105 of the T ru th  in  
Lending A ct (15 U.S.C. 1004 as  
am ended), the B oard p roposes to  am end  
R egulation  Z, 12 CFR P art 220, by 
rem oving the defin ition  of "a rran g er of 
cred it"  an d  reserving, p a rag rap h  (a)(3) of 
I  226.2; rem oving p arag rap h  (a)(17)(ii) of 
I  220.2 an d  redesignating  p a ra g ra p h s  
(a)(17) (iii), (iv), an d  (v) a s  p arag rap h s  
(a)(17) (ii), (iii}, an d  (iv), respectively ; 
add ing  a  new  p arag rap h  (f) to  § 220.3; 
an d  rem oving the la s t sen ten ce  o f  bo th

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



Federal Register / Vol. 48, No. 23 / Vt/ednesday, February 2, 1983 / Proposed Rules 4£B73

footnote 31a to § 226.14 and footnote 45a 
to § 226.22, to read as follows:

§ 226.2—Definitions and rules of 
construction.

(a) Definitions. * * *
(3) [Reserved]

* * * * *

§ 225.3— Exempt transactions.
* * * * *

(f) Student loan programs. Loans 
made, insured, or guaranteed pursuant 
to a program authorized by Title IV of 
the Higher Education Act of 1965 (20 
U.S.C. 1070 et seq.). 
* * * * *

4. Text of Proposed Commentary 
Revisions. The proposed revisions to the 
commentary (Supplement I to Part 226) 
read as follows:
Supplement I—Official Staff 
Commentary—TIL-1 
* * * * *

Sufcpaft A—G©rt@r@S
* * * * *

Section 226.2 Definition and rules of 
construction.
2(a) Definitions.
* * * * *

2(a)(3) “Arranger of credit"
Comments 2(a)(3)-! through 0 are 

deleted in their entiretly.
* * * * *

2(a)(4) “Billing Cycle”or “Cycle”
1. Intervals. In open-end credit plans, 

the billing cycle determines the intervals 
£at which periodic disclosure 
statements must be sent;]] r>for which 
periodic disclosure statements are 
required; <s these intervals are also used 
as measuring points for other duties of 
the creditor. Typically, billing cycles are 
monthly, but they may be more frequent 
or less frequent (but not less frequent 
than quarterly).
* * * * *

2(a)(17) “Creditor"
Comment 2(a)(17)(ii)-l is deleted. 

Comment designations Paragraph 
2(a)(17)(iv) and Paragraph (2)(a)(17)(v) 
are redesignated Paragraph 2(a)(17)(iii) 
and Paragraph 2(a)(17)(iv). The 
reference to § 226.2(a)(17)(iv) in new 
comment 2(a)(17)(iii)-l is being changed 
to § 226.2(a)(17)(iii). The reference to 
§ 226.2(a)(17)(v) in new comment 
2(a)(17)(iv)-l is being changed to 
§ 226.2(a)(17)(iv).
* * * * *

2(a)(18) “Downpayment"
1. Allocation. * * * t>(See the 

commentary to § 226.2(a)(23).)o 
* * * * *

2(a)(23) “PrepaidFinance Charge” 
* * * * *

>4. Allocation of lump-sum payments. 
In a transaction involving a lump-sum 
payment by the consumer and a 
discount that is a finance charge under 
§ 226.4(b)(9), the discount is a prepaid 
finance charge to the extent the lump
sum payment is not applied to the cash 
price. For example, a creditor sells 
property to a consumer for $10,000 and 
requires the consumer to pay $3,000 at 
the time of the purchase. The cash price 
of the property is $9,000. Under 
§ 226.4(b)(9), the $1,000 difference 
between the credit and cash prices is a 
finance charge. If the creditor applies 
the entire $3,000 to the cash price and 
adds the $1,000 finance charge to the 
interest on the $6,000 to arrive at the 
total finance charge, all of the $3,000 
lump-sum payment is a downpayment 
and the discount is not a prepaid finance 
charge. However, if the creditor only 
applies $2,000 of the lump-sum payment 
to the cash price, then $2,000 of the 
$3,000 is a downpayment and the $1,000 
discount is a prepaid finance charge, o
2(a)(24) “Residential Mortgage 
Transaction ”
* * * * *

t>5. Acquisition. A transaction is not 
"to finance the acquisition of the 
consumer’s principal dwelling (and 
therefore is not a residential mortgage 
transaction) if the consumer had 
previously purchased the dwelling and 
acquired some type of title to the 
dwelling, even though the consumer has 
not acquired full legal title. Thus, the 
following types of transactions are not 
residential mortgage transactions:
° The financing of a balloon payment 

due under a land sale contract.
0 A formal agreement between a 

creditor holding a seller’s mortgage 
and the buyer of the property which 
allows the buyer to assume the 
mortgage, where the buyer previsouly 
purchased the property and agreed 
with the seller to make the mortgage 
payments.

0 A loan made to a joint owner of 
property to buy out the other joint 
owner’s interest.< 3

* * * * *

Preference
* * * * *

1981 changes:
* * * * *

“Arranger of Credit" * * * oThis 
definition was deleted effective October 
1, 1982.
* * * * ^

Section 226.3 Exempt transactions. 
* * * * *

3(f) Student Loan Programs
e>1. Coverage. This exemption applies 

to the Guaranteed student Loan 
program, the Auxiliary loans to Assist 
the Students (also known as PLUS) 
program, and the National Direct 
Student Loan program. <]
Section 226.4 Finance charge.
* * * * *

4(d) Insurance 
* * * * *

10. Single-interest insurance defined. 
The term “single-interest insurance” as 
used in the regulation refers only to the 
types of coverage traditionally included 
in the term “vendor’s single-interest 
insurance” (or “VSI”), that is, protection 
of tangible property against normal 
property damage, concealment, 
confiscation, conversion, embezzlement, 
and skip. Some comprehensive 
insurance policies may include a variety 
of additional coverages, such as 
repossession insurance and holder-in- 
due-course insurance. These types off 
coverage do not constitute single- 
interest insurance for purposes off the 
regulation, and premiums for them do 
not qualifiy for exclusion from the 
finance charge under § 226.4(d). Iff a 
policy that is primarily VSI also 
provides coverages that are not VSI or 
other property insurance, a portion of 
the premiums must be allocated to the 
nonexcludable coverages and included 
in the finance charge. > However, such 
allocation is not required if the premium 
attributable to the other coverages 
included in the policy is less than $1.00 
(or $5.00 in the case of a multi-year 
policy). < 3

* * * * *

Sybpart l=Op©6i=@inid! Credit
Section 226.5 General disclosure 
requirements.
5(a) Form of Disclosures
* * * * *

Paragraph 5(a)(2)
* * * * *

>3. Disclosure of figures—exception 
to “more conspicuous”rule. The rule 
that the terms “annual percentage rate” 
and “finance charge” must be disclosed 
more conspicuously than other required
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disclosures is not applicable to the 
disclosure of figures (including, for 
example, the disclosure of amounts, 
percentages, atid dollar signs), o
5(b) Time of Disclosures
5(b)(1) Initial disclosures 
* * * * *

3. Reopening closed account. If an 
account has been closed (for example, 
due to inactivity, cancellation, or 
expiration) and then is reopened, new 
initial disclosures are required. d>No 
new initial disclosures are required, 
however, when the account is closed 
merely to assign it a new number (for 
example, when a credit card is reported 
lost or stolen) and the “new" account 
then continues on the same terms, <j
*  *  it * *

Section 226.8 Identification of 
transactions.
* * * * *

E>7. Credit insurance offered through 
the creditor. When credit insurance that 
is not part of the finance charge (for 
example, volunary credit life insurance) 
is offered to the consumer through the 
creditor, but is actually provided by 
another company, the creditor has the 
option of identifying the premiums in 
one of two ways on the periodic 
statement. The creditor may describe 
the premiums using either the rule in 
1 226.8(a)(2) for “related” sellers and 
creditors, or the rule in § 226.8(a)(3) for 
“non-related" sellers and creditors. This 
means, therefore, that the creditor may 
identify the insurance either by 
providing, under § 226.8(a)(2), a brief 
identification of the services provided 
(for example, “credit life insurance”), or 
by disclosing, under § 226.8(a)(3), the 
name and address of the company 
providing the insurance (for example, 
ABC Insurance Company, New York, 
New York). In either event, the creditor 
would, of course, also provide the 
amount and the date of the 
transaction. <3 
* * * * *

Section 226.9 Subsequent disclosure 
requirements.
it it it it it

9(c) Change in Terms
it it it it *

9(c)(1) Written Notice Required
it it  it it it

3. Timing-advance notice not 
required. Advance notice of 15 days is 
not necessary—that is, a notice of 
change in terms is required, but it may 
be [[sent]] c>given<a as late as the 
effective date of the change—in two 
circumstances:

0 If there is an increased periodic rate 
or any other finance charge 
attributable to the consumer’s 
delinquency or default 

° If the consumer agrees to the 
particular change Ofor example, an 
agreed-upon addition or substitution 
of collateral)]]. E>This provision is 
intended for use in the unusual 
instance when a consumer substitutes 
collateral or when the creditor can 
advance additional credit only if a 
change relatively unique to that 
consumer is made, such as the 
consumer’s providing additional 
security or paying an increased 
minimum payment amount.<o |ButJ 
^Therefore, the following are not 
“agreements” between the consumer 
and the creditor for purposes of 
§ 226.9(c)(1):<  the consumer’s general 
acceptance of the creditor’s contract 
reservation of the right to change 
terms [T.orJ >;<] the consumer’s use 
of the account (which might imply 
acceptance of its terms under state 
law) [[,]} e> ;  and the consumer’s 
acceptance of a unilateral term 
change that is not particular to that 
consumer, but rather is of general 
applicability to consumers with that 
type of account. <\ [[is not an 
“agreement” between the the 
consumer and the creditor for 
purposes of § 226.9(c)(1). J 

* * * * *

9(c)(2) Notice Not Required 
* * * * *

2. Skip features. If a credit program 
allows consumers to skip or reduce one 
or more payments during the year, or 
involves temporary reductions in 
finance charges, no notice of the change 
in terms is required either prior to the 
reduction or upon resumption of the 
higher rates o o r  payment <a if these 
features are explained on the initial 
disclosure statement (including an 
explanation of the terms upon 
resumption). For example, a merchant 
may allow consumers to skip the 
December payment to encourage 
holiday shopping, or a teachers’ credit 
union may not require payments during 
summer vacation. Otherwise, the 
creditor must give notice prior to 
resuming the original schedule or rate, 
even though no notice is required prior 
to the reduction. s>The change-in-term 
notice may be combined with the notice 
offering the reduction. For Example, the 
periodic statement reflecting the 
reduction or skip feature may also be 
used to notify the consumer of the 
resumption of the original schedule or 
rate either by stating explicitly when the

higher payment or charges resume, or by 
indicating the duration of the skip 
option. Language such as "You may skip 
your October payment, ” or "We will 
waive your finance charges for 
January,” may serve as the change-in
terms notice. <j 
* * * * *

Section 226.15 Right of rescision.
* * * * *

Paragraph 15(a)(3) 
* * * * *

4. Unexpired right of rescission. When 
the creditor has failed to take the action 
necessary to start the three-day 
rescission period running, the right to 
rescind automatically lapses on the 
occurrence of the earliest of the 
following three events:

0 The expiration of three years after 
the occurrence giving rise to the right of 
rescission

® Transfer of all the consumer’s 
interest in the property

0 Sale of the consumer’s interest in 
the property, including a transaction in 
which the consumer sells the dwelling 
and [[takes back]] e> retains<3 legal title 
o o r  takes backc [[through]] a purchase 
money note and mortgage.

Transfer of all the consumer’s interest 
includes such transfers as bequests and 
gifts. A sale or transfer of the property 
need not be voluntary to terminate the 
right to rescind. For example, a 
foreclosure sale would terminate an 
unexpired right to rescind. As provided 
in section 125 of the act, the three-year 
limit may be extended by an 
administrative proceeding to enforce the 
provisions of § 226.15. A partial transfer 
of the consumer’s interest, such as a 
transfer bestowing co-ownership on a 
spouse, does not terminate the right of 
rescission.
* * * * *

Subpart ©—©tosfSdbEndl ©r@dSt
Section 226.17 General disclosure 
requirements.
17(a) Form of Disclosures
Paragraph 17(a)(1) 
* * * * *

5. Directly 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 statement that a due-on-sale clause 

is contained in the loan document. For 
example, the disclosure given under 
§ 226.18(q) may state, “Someone
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buying your home may, subject to 
conditions in the due-on-sale clause 
contained in the loan document, 
assume the remainder of the mortgage 
on the original terms." <3 

* * * * *

Paragraph 17(a)(2) 
* * * * *

g>3. Disclosure of figures—exception 
to “more conspicuous”rule. The rule 
that the terms “annual percentage rate” 
and “finance charge” must be disclosed 
more conspicuously than other required 
disclosures is not applicable to the 
disclosure of figures (including, for 
example, the disclosure of amounts, 
percentages, and dollar signs). <a 
* * * * *

17(i) Interim Student Credit Extensions
1. Definition. Student credit plans 

involve extensions of credit for 
education purposes where the 
repayment amount and schedule are not 
known at the time credit is advanced 
These plans include J, for example,! 
loans made under [[the Guaranteed 
Student Loan program, the PLUS 
program orJ and [[otherj student credit 
plan, whether government or private, 
where the repayment period does not 
begin immediately. Creditors in interim 
student credit extensions need not 
disclose the terms set forth in this 
paragraph at the time the credit is 
actually extended but must make 
complete disclosures at the time the 
creditor and consumer agree upon the 
repayment schedule for the total 
obligation. At that time, a new set of 
disclosures must be made of all 
applicable items under § 226.18. 
* * * * *

Comment 17{i)-4 is removed.
Comment 17(i)-5 is redesignated 
comment 17(i)-4.
* * * * *

Section 226.18 Content of disclosures 
* * * * *

18(f) Variable Rate
1. Coverage. The requirements of 

§ 226.18(f) apply to all transactions in 
which the terms of the legal obligation 
allow the creditor to increase E>any 
portion of<] the rate originally disclosed 
to the consumer. The provisions, 
however, do not apply to increases 
resulting from delinquency (including 
late payment), default, assumption, 
acceleration or transfer of the collateral. 
* * * * *

5. Other variable-rate regulations. 
Transactions in which the creditor is 
required to comply with and has 
complied with variable-rate regulations

of other federal agencies are exempt 
from the requirements of f[this section,! 
Bisection 220.18(f),<a by virtue of 
footnote 43, Those variable-rate 
regulations include the adjustable 
mortgage loan instrument regulation 
issued by the Federal Home Loan Bank 
Board (12 CFR 545.6-E4J d > 2 < s (a)) [[, 
the graduated payment adjustable 
mortgage loan instrument regulation 
issued by the Federal Home Loan Bank 
Board (12 CFR 545.6-4(b}}, J the 
adjustable-rate mortgage regulation 
issued by the Comptroller of the 
Currency (12 CFR 29). The exception in 
footnote 43 is also available to 
institutions that are required by state 
law to comply with the federal variable- 
rate regulations noted above E>or are 
authorized by Title VIII of the 
Depository Institutions Act of 1982 (Pub. 
L. 97-320) to make loans in accordance 
with those regulations <3. 
* * * * *

18(q) Assumption Policy
1. Policy statement. Because a 

creditor's assumption policy may be 
based on a variety of circumstances not 
determinable at the time the disclosure 
is made, the creditor may use phrases 
such as “subject to conditions” or 
“under certain circumstances” in 
complying with §226,18(q). g>The 
creditor may state that a due-on-sale 
clause is contained in the loan 
document (See comment 17(a)(l)-5 
regarding directly related 
information,)^ The provision requires 
only that the consumer be told whether 
or not a subsequent purchaser might be 
allowed to assume the obligation on its 
original terms and does not contemplate 
any explanation of the criteria or 
conditions for assumability. 
* * * * *

References
* * * * *

Other regulations: 12 CFR 545.6- 
o2<a (a) [[and (b)3, and 12 CFR 29. 
* * * * *

Section 226.19 Certain residential 
mortgage transactions.
19(a) Time of Disclosure 
* * * * *

3. Written application. Creditors may 
rely on RESPA and Regulation X 
(including any interpretations issued by 
HUD) in deciding whether a "written 
application” has been received. In 
general, Regulation X requires 
disclosures ‘To every person from 
whom the Lender receives or for whom 
it prepares a written application an 
application form or forms normally used 
by the Lender for a Federally Related

Mortgage Loan” (24 CFR 3500.8(a)). An 
application is received when it reaches 
the creditor in any of the ways 
applications are normally transmitted— 
by mail, hand delivery, or through an 
intermediary agent or broker. t>If an 
application reaches the creditor through 
an intermediary agent or broker, the 
application is received when it reaches 
the creditor, rather than when it reaches 
the agent or broker. <a 
* * * * *

Section 226.20 Subsequent disclosure 
requirements.
* * * * *

20(b) Assumptions
1. General definition. An assumption 

as defined in § 228.20(b) is a new 
transaction and new disclosures must be 
made to the subsequent consumer. An 
assumption under the regulation 
requires the following three elements:
® A residential mortgage transaction 
° An express acceptance of the

subsequent consumer by the creditor 
® A written agreement

The assumption of a non-exempt 
consumer credit obligation requires no 
disclosures unless all three elements are 
present. [>Thus, the creditor of an 
existing personal property transaction 
on which a new customer becomes a 
primary obligor need not provide 
disclosures. For example, and 
automobile dealer need not provide 
Truth in Lending disclosures to a 
customer who assumes an existing 
obligation secured by an automobile. 
However, a residential mortgage 
transaction with the elements described 
in § 226.20(b) is an assumption that calls 
for new disclosures; the disclosures 
must be given whether or not the 
assumption is accompanied by changes 
in the terms of the obligation, o  
* * * * *

0 7 . Time of disclosures. Assumption 
disclosures must be provided to the new 
consumer before consummation of the 
transaction, that is, before the new 
consumer has been accepted as a 
primary obligor on the transaction.

8. Abbreviated disclosures. Hie 
abbreviated disclosures permitted for 
assumptions of transactions involving 
add-on or discount finance charges must 
be made clearly and conspicuously in 
writing in a form that the consumer may 
keep. However, the creditor need not 
comply with the segregation 
requirement of §226.17(a)(1). The terms 
“annual percentage rate” and "total of 
payments," when disclosed according to 
§ 266.20(b)(4) and (5), are not subject to 
the description requirements of
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§ 226.18(e) and (h). The “annual 
percentage rate” disclosed under 
|  226.20(b)(4) need not be more 
conspicuous than other disclosures, o
* * * * *

Section 226.23 Right of rescission.
* * * * *

23(a) Consumer’s Right to Rescind 
* * * * *

Paragraph 23(a)(3) 
* * * * *

3. Unexpired right of rescission. When 
the creditor has failed to take the action 
necessary to start the three-business 
day rescission period running; the right 
to rescind automatically lapses on the 
occurrence of the earliest of the 
following three events:
° The expiration of three years after 

consummation of the transaction
• Transfer of all the consumer’s interest 

in the property
• Sale of the consumer’s interest in the 

property, including a transaction in 
which the consumer sells the dwelling 
and Oakes backj t> retains <3 legal 
title [>or takes back<3 [£through]] a 
purchase money note and mortgage 
Transfer of all the consumer’s interest

includes such transfers as bequests and 
gifts. A sale or transfer of the property 
need not be voluntary to terminate the 
right to rescind. For example, a 
foreclosure sale would terminate an 
unexpired right to rescind. As provided 
in section 125 of the act, the three-year 
limit may be extended by an 
administrative proceeding to enforce the 
provisions of this section. A partial 
transfer of the consumer’s interest, such 
as a transfer bestowing co-ownership on 
a spouse, does not terminate the right of 
rescission.
* * * * *

SoSb|part D—Miscellaneous
* * * * *

Section 226.28 Effect on State laws.
28(a) Inconsistent Disclosure 
Requirements
* * * * *

0 8 . Preemption determination— 
Arizona. Effective October 1,1983, the 
Board has determined that the following 
provisions in the state law of Arizona 
are preempted by the federal law:
0 Section 44-287 B.5—Disclosure of final 

cash price balance. This provision is 
preempted in those transactions in 
which the amount of the final cash 
price balance is the same as the 
federal amount financed, since in such 
transactions, the state law requires 
the use of a term different from the

federal term to represent the same 
amount.

° Section 44-287 B.6—Disclosure of 
finance charge. This provision is 
preempted in those transactions in 
which the amount of the finance 
charge is different from the amount of 
the federal finance charge, since in 
such transactions, the state law 
requires the use of the same term as 
the federal law to represent a 
different amount.

• Section 44-287 B.7—Disclosure of the 
time balance. The time balance 
disclosure provision is preempted in 
those transactions in which the 
amount is the same as the amount of 
the federal total of payments, sincedn 
such transactions, the state law 
requires the use of a term different 
from the federal term to represent the 
same amount.
9. Preemption determination—Florida. 

Effective October 1,1983, the Board has 
determined that the following provisions 
in the state law of Florida are preempted 
by the federal law:
• Sections 520.07(2)(f) and 520.34(2)(f)— 

Disclosure of amount financed. This 
disclosure is preempted in those 
transactions in which the amount is 
different from the federal amount 
financed, since in such transactions, 
the state law requires the use of the 
same term as the federal law to 
represent a different amount.

• Sections 520.07(2)(g), 520.34(2)(g), and 
520.34(2)(d)—Disclosure of finance 
charge and a description of its 
components. The finance charge 
disclosure is preempted in those 
transactions in which the amount of 
the finance charge is different from 
the federal amount, since in such 
transactions, the state law requires 
the use of the same term as the federal 
law to represent a different amount. 
The requirement to describe or 
itemize the components of the finance 
charge, which is also included in these 
provisions, is not preempted.

55 Sections 520.07(2)(h) and 
520.34(2)(h)—Disclosure of total of 
payments. The total of payments 
disclosure is preempted in those 
transactions in which the amount 
differs from the amount of the federal 
tothl of payments, since in such 
transactions, the state law requires 
the use of the same term as the federal 
law to represent a different amount 
than the federal law.

» Sections 52Q.07(2)(i) and 520.34(2)(i)— 
Disclosure of deferred payment price. 
This disclosure is preempted in those 
transactions in which the amount is 
the same as the federal total sale 
price, since in such transactions, the

state law requires the use of a 
different term than the federal law to 
represent the same amount as the 
federal law.
1 0 . Preemption determination— 

Missouri. Effective October 1,1983, the 
Board has determined that the following 
provisions in the state law of Missouri 
are preempted by the federal law:
* Sections 365.070-6(9) and 403.260- 

5(6)—Disclosure of principal balance. 
This disclosure is preempted in those 
transactions in which the amount of 
the principal balance is-the same as 
the federal amount financed, since in 
such transactions, the state law 
requires the use of a term different 
from the federal term to represent the 
same amount.

• Sections 365.070-6(10) and 408,260- 
5(7)—Disclosure of time price 
differential and time charge, 
respectively. These disclosures are 
preempted in those transactions in 
which the amount is the same as the 
federal finance charge, since in such 
transactions, the state law requires 
the use of a term different from the 
federal law to represent the same 
amount.

® Sections 365.070-2 and 408.260-2— 
Use of the terms “time price 
differential” and “time charge” in 
certain notices to the buyer. In those 
transactions in which the state 
disclosure of the time price 
differential or time charge is 
preempted, the use of the terms in this 
notice also is preempted. The notice 
itself is not preempted.

• Sections 365.070-6(11) and 408.260- 
5(8)—Disclosure of time balance. The 
time balance disclosure is preempted 
in those transactions in which the 
amount is the same as the amount of 
the federal total of payments, since in 
such transactions, the state law 
requires the use of a different term 
than the federal law to represent the 
same amount.

* Sections 365.070-6(12) and 408.260- 
5(9)—Disclosure of time sale price. 
This disclosure is preempted in those 
transactions in which the amount is 
the same as the federal total sale 
price, since in such transactions, the 
state law requires the use of a 
different term from the federal law to 
represent the same amount, o

* * * * *

Section 226.29 State exemptions.
29(a) General Rule
* * * * *

4. Exemptions granted. Effective 
October 1,1982, the Board has granted c
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the following exemptions from portions 
of the revised Truth in Lending Act:
0 Maine. Credit or lease transactions 

subject to the Maine Consumer Credit 
Code and its implementing regulations 
are exempt from chapters 2, 4 and 5 of 
the federal act. (The exemption does 
not apply to transactions in which a 
federally chartered institution is a 
creditor of lessor.)

0 Connecticut. Credit transactions 
subject to the Connecticut Truth in 
Lending Act are exempt from chapters 
2 and 4 of the federal act. (The 
exemption does not apply to 
transactions in which a federally 
chartered institution is a creditor.)

E>° Massachusetts. Credit transactions 
subject to the Massachusetts Truth in 
Lending Act are exempt from chapters 
2 and 4 of the federal act. (The 
exemption does not apply to 
transactions in which a federally 
chartered institution is a creditor.)

° Oklahoma. Credit or lease 
transactions subject to the Oklahoma 
Consumer Credit Code are exempt 
from chapters 2 and 5 of the federal 
act. (The exemption does not apply to 
transactions in which a federally 
chartered institution is a creditor or 
lessor.)

0 Wyoming. Credit transactions subject 
to the Wyoming Consumer Credit 
Code are exempt from chapter 2 of the 
federal act. (The exemption does not 
apply to transactions in which a 
federally chartered institution is a 
creditor.) <a

* * * * *

Appendix D—Multiple-Advance 
Construction Loans

1. General rule. Appendix D provides 
a special procedure that creditors may 
use, at their option, to estimate and 
disclose the terms of multiple-advance 
construction loans when the amounts 
la n d ! [>or<atiming of advances are 
unknown at consummation of the 
transaction. This appendix reflects the 
approach taken in § 226.17(c)(6)(ii), 
which permits creditors to provide 
separate or combined disclosures for the 
construction period and for the 
permanent financing, if any; i.e., the 
construction phase and the permanent 
phase may be treated as one transaction 
or more than one transaction.

i> Appendix D may also be used in 
multiple-advance transactions other 
than construction loans, when the 
amounts or time of advances are 
unknown at consummation.<]

2. Variable-rate [[construction J 
\>multiple-advance<\loans. The 
hypothetical disclosure required in most 
variable-rate transactions by

§ 226.18(f)(4) is not required for multiple- 
advance [[construction]] loans disclosed 
pursuant to Appendix D, Part I.
* * * * *

References

1981 changes: The use of Appendix D 
is limited to multiple-advance loans for 
construction purposes O or analogous 
types of transactions <3 
* * * * *

Appendix H—Closed-End Model Forms 
and Clauses
* * * * *

t>17. HRSA-500-1 9-82. Pursuant to 
section 113(a) of the Truth in Lending 
Act, Form HRSA-500-1 9-82 issued by 
the U.S. Department of Health and 
Human Services for certain student 
loans has been approved. The form may 
be used for all Health Education 
Assistance Loans (HEAL) with a 
variable interest rate that are interim 
student credit extensions as defined in 
Regulation Z.

18. HRSA-500-2 9-82. Pursuant to 
section 113(a) of the Truth in Lending 
Act, Form HRSA-500-2 9-82 issued by 
the U.S. Department of Health and 
Human Services for certain student 
loans has been approved. The form may 
be used for all HEAL loans with a fixed 
interest rate that are interim student 
credit extensions as defined in 
Regulation Z.

19. HRSA-502-1 9-82. Pursuant to 
section 113(a) of the Truth in Lending 
Act, Form HRSA-502-1 9-82 issued by 
the U.S. Department of Health and 
Human Services for certain student 
loans has been approved. The form may 
be used for all HEAL loans with a 
variable interest rate in which the 
borrower has reached repayment status 
and is making payments of both interest 
and principal.

20. HRSA-502-2 9-82. Pursuant to 
section 113(a) of the Truth in Lending 
Act, Form HRSA-502-2 9-82 issued by 
the U.S. Department of Health and 
Human Services for certain student 
loans has been approved. The form may 
be used for all HEAL loans with a fixed 
interest rate in which the borrower has 
reached repayment status and is making 
payments of both interest and 
principal. <\
* * * * *

By order of the Board of Governors of the 
Federal Reserve System, January 27,1983.
William W. Wiles,
Secretary of the Board.
[FR Doc. 83-2750 Filed 2-1-83: 8:45 am]
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FEDERAL RESERVE SYSTEM 

12 CFR Part 265 

[Docket No. R-0448]

RULES REGARDING DELEGATION OF AUTHORITY 

Preemption Determinations

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Final ru le .

SUMMARY: The Board is  amending i t s  Rules Regarding Delegation of Authority to
delegate to the Director of the Division of Consumer and Community Affairs the 
authority to make determinations under § 226.28 of Regulation Z and § 213.7 of 
Regulation M regarding the effect of the Truth in Lending Act on analogous 
state laws.

EFFECTIVE DATE: February 2, 1983.

FOR FURTHER INFORMATION CONTACT: Lynn Goldfaden or Rugenia S i lv e r ,  Staff
Attorneys, Division of Consumer and Community A ffa irs ,  Board of Governors of 
the Federal Reserve System, Washington, D.C. 20551, (202) 452-3867.

SUPPLEMENTARY INFORMATION: (1) The Board is  amending i t s  Rules Regarding Dele
gation of Authority to delegate to the Director of the Division of Consumer 
and Community Affairs the authority to make determinations under § 226.28 of 
Regulation Z and § 213.7 of Regulation M regarding the effect of the Truth in 
Lending Act, as amended by the Truth in Lending Sim plification and Reform Act 
of 1980 (Pub. L. 96-221), on analogous state laws. The Director has authority 
to make decisions, under §§ 111, 171(a) and 186(a) of the act and the Board's 
Regulation Z (12 CFR 226.28) and Regulation M (12 CFR 213.7) regarding the 
relationship of state laws to the federal act. The Board finds that delegation 
of i t s  authority to make such determinations is  necessary and appropriate 
because of the highly technical nature of these decisions, and because they 
will be made within standards adopted by the Board.

(2) The Board finds that the notice, opportunity for comment, and 
deferral of effective  date procedures of 5 U.S.C. § 553(b) are unnecessary in 
connection with th is  proceeding because i t  relates to agency procedures. For 
the same reasons, the expanded rulemaking procedures set forth in the Board's 
policy statement of January 15, 1979 (44 FR 3957), w ill not be followed in 
connection with th is  proceeding.

(3) Pursuant to the provisions of § 11 (k ) of the Federal Reserve Act 
(12 U.S.C. 248(k)), the Board hereby amends 12 CFR 265.2 by revising paragraph
(h)(2) to read as follows:

[Ref. Cir.  No. 9451]
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Section 265.2 — Specific  functions delegated to Board employees and to Federal 
Reserve Banks.

* * * * *

(h) The Director of the Division of Consumer and Community A ffa irs  
(or, in the D irecto r ’s absence, the Acting Director) i s  authorized:

* * * *  *

(2) Pursuant to Sections 111, 171(a) and 186(a) of the Truth in 
Lending Act (15 U .S .C . 1610(a), 1666J(a) and 1667e(a)} and the Board’ s Regula
tion Z (12 CFR 226.28) and Regulation M (12 CFR 213.7), to make determinations 
regarding the effect  of the Truth in Lending Act on state laws.

* *  * *  *

By order of the Board of Governors of the Federal Reserve System, 
January 26, 1983.

William W. Wiles 
Secretary of the Board

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



FEDERAL RESERVE SYSTEM

12 CFR Part 226 

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

TRUTH IN LENDING

Determinations of Effect on State Laws 
(Arizona, Florida, Missouri, and South Carolina)

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Preemption determinations.

SUMMARY: In accordance with Appendix A to 12 CFR Part 226 and in response to
four requests, the Federal Reserve Board is  publishing in final form determina
tions as to whether certain state laws are inconsistent with the Truth in 
Lending Act or Regulation Z and therefore preempted. The laws of three states ,  
Arizona, Florida (two requests), and Missouri, are the subject of the requests. 
A request for a preemption determination with regard to South Carolina law has 
been withdrawn. Effective October 1, 1983, creditors in Arizona, Florida, and 
Missouri are prohibited from using the preempted disclosures, but creditors 
may omit those disclosures immediately.

EFFECTIVE DATE: October 1, 1983, with compliance optional before that date.

FOR FURTHER INFORMATION CONTACT: Lynn Goldfaden or Rugenia S ilv e r ,  Staff
Attorneys, Division of Consumer and Community A ffa irs , Board of Governors of 
the Federal Reserve System, Washington, D.C. 20551, at (202)452-3667 or 
(202)452-3867.

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

Section 226.28(a)(1) of Regulation Z, which implements § 111 of the 
act, provides that state requirements are inconsistent with the federal provi
sions i f  the state law requires a creditor to make disclosures or take actions 
that contradict the federal law. A state law is  contradictory, and therefore 
preempted, i f  i t  s ign ificantly  impedes the operation of the federal law or 
interferes with the purposes of the federal statute. Section 226.28(a)(1) 
provides two examples of contradictory state laws: a law that requires the 
use of the same term for a different amount or a different meaning than the 
federal law, or one that requires the use of a term different from the federal 
term to describe the same item.

[Ref. Cir. No. 9451]
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I f  the Board determines that a state law is  inconsistent with, and 
therefore preempted by, the federal law, creditors in that state may not make 
disclosures using the inconsistent term or form. The Board interprets the 
provision set forth in § 111(a)(1) of the act, regarding use of the preempted 
law, as an absolute prohibition against giving preempted disclosures at a l l .
Making those disclosures, even on a separate document from the federal d isc lo 
sures, would not be permissible,,

Under § 111(d) of the Truth in Lending Act, a state law is  not pre
empted i f  preemption would adversely affect the va lid ity  or enforceability of 
any contract or obligation under state or federal law. Based on i t s  own research 
and discussions with state o f f ic ia ls ,  the Board understands that none of the 
preempted terms in the current requests are necessary for a valid or enforce
able contract under state law.

When the Board makes a determination of preemption, i t  w ill provide a 
transition period for creditors to make the necessary forms changes. Pursuant 
to the timing provisions in § 105(d) of the act, determinations will have an 
effective date of the October 1 that follows the determination by at least 6 
months. As permitted by the statute, the Board may lengthen the time i f  neces
sary for creditors to accommodate new requirements, or i t  may shorten the time 
i f  necessary to comply with court findings or to prevent unfair or deceptive 
disclosure practices. The current determinations will become effective on 
October 1, 1983. At tbeir option, however, creditors may begin complying with 
the determinations prior to the effective date.

pursuant to 12 CFR 265.2(h)(2), the Board has delegated authority to 
the Director of the Division of Consumer and Community Affairs to make preemp
tion determinations. Therefore, a l l  future determinations will be made by the 
Director, subject to Board review in accordance with § 265.3 of the Board's 
Rules Regarding Delegation of Authority. The determinations will be published 
in the Offic ia l Staff Commentary on Regulation Z (T IL-1)•

In response to five requests, the Board reviewed state law provisions 
in Arizona, Florida (two requests), Missouri, and South Carolina. Proposed 
determinations on these four states were published for comment on April 15,
1982 (47 FR 16201). The Board received approximately 60 comments on the proposal.

As stated previously, a state law is  inconsistent with the federal 
law i f  i t  s ign if icantly  impedes the operation of the federal law or interferes  
with the purposes of the federal statute. Several commenters questioned this  
interpretation of inconsistency either on the ground that i t  exceeded the 
Board's authority or was too imprecise. However, the Board continues to believe 
that the "interference" principle is  synonomous with the standard of "inconsis
tency" and is  necessary to the application of that standard. There may be 
instances in which the state law under examination cannot be reviewed in the 
context of the examples of "contradictory" that are given in § 226.28(a)(1) of 
Regulation Z; that i s ,  the state law might not deal with disclosures of terms 
and amounts. In such a case, state law must be measured against the general 
definition of inconsistency: whether the state law s ig n if icantly  impedes the 
operation of the federal law or interferes with the intent of the federal 
scheme.
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In April, the Board determined that certain disclosures were preempted 
on the basis of th is general definition of inconsistency. The Board has evaluated 
the proposal in light of the comments received and has found that use of the 
general definition is  unnecessary for the current determinations, since the same 
disclosures are preempted based on the specific  examples of contradictory laws 
set forth in the regulation. However, the Board continues to believe that the 
definition is  necessary and proper, and the definition will be applied, without 
reference to the examples, where appropriate.

(2) Principles followed in preemption ana lys is . After review of 
the comments received and further analysis of the proposal , the Board has 
developed a more detailed set of principles that were followed in making the 
current determinations and will be applied by the sta ff  in making future deter
minations. These principles are discussed below.

1o For purposes of making preemption determinations, state law is  
deemed to require the use of specific  terminology in the state disclosures i f  
the state statute uses certain terminology in the disclosure provision.
Under § 226.28(a)(1), a state law is  preempted i f  i t  requires the use of the 
same term to represent a different amount or meaning than the federal law, or 
requires the use of a term different from that required by the federal law to 
describe the same item. Therefore, in deciding whether a state law contradicts 
the federal law, the Board must determine whether state law requires the use 
of specific  terminology in the state disclosures.

Based on the comments, information received from the relevant state 
agencies, and a review of the state statutes themselves, the Board believes 
that terms used in the statute should be considered required for purposes of 
making preemption determinations. Even i f  the state imposes no penalty for 
fa ilure  to use the specified term, creditors are l ik e ly  to use that term.

2. A state disclosure does not “describe the same item,11 under 
§ 226 .28(a)(1 )T if  i t  is  not the functional equivalent of a federal d isclosure.
For example, a state statute might require a disclosure, such as the unpaid 
balance of cash price under Florida law, which is  used in deriving the amount 
financed. Such a disclosure is  not the functional equivalent of the federal 
amount financed, even though in some transactions the two may be the same 
amount. The federal amount financed is  designed to reflect the net amount of 
credit available to the consumer, while the Florida disclosure is  a subtotal in 
the mathematical progression leading to tnat amount.

As another example, Arizona requires a disclosure of the rate at which 
the finance charge is  computed. This is  a disclosure of the contract interest 
rate, while the federal annual percentage rate expresses in percentage terms 
the total credit cost; that i s ,  the federal disclosure may include other com
ponents in addition to the contract rate. Therefore, the state disclosure is  
not the functional equivalent of the federal annual percentage rate, even 
though the two may be the same amount in some cases. These types of state 
disclosures do not "describe the same item" as the federal disclosures and are 
not preempted.
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3o Preemption occurs only in those transactions in which an actual 
inconsistency exists between the state law and the federal law* In the proposed 
determinations, any state law that might in certain instances be inconsistent 
was preempted, even i f  in many instances the state and federal laws would 
produce the same disclosures (either the same dollar amount, percentage, or 
terminology)* For example, Arizona's final cash price balance disclosure was 
proposed to be preempted since the law required the use of a different term 
than the federal law for what in some cases might be the same amount as the 
federal amount financed*

After consideration of the comments received and a review of the 
issue, the Board believes that a state law should be preempted only in cases of 
actual contradiction* Using the above example, Arizona's final cash price 
balance disclosure is  preempted only i f  that amount is  the same as the federal 
amount financed* The Board believes that th is position best f u l f i l l s  the 
congressional purpose underlying the preemption provision, and will ease the 
burden on creditors and others in dealing with preemption determinations*

The Board believes that these principles provide a f lex ib le  approach 
to preemption* With respect to Arizona, Florida, and Missouri, th is  approach 
avoids preemption in those situations in which state law allows creditors to use 
any descriptive terminology in giving the required disclosures* The approach 
also provides a means for limiting preemption to actual as opposed to potential 
co n f lic ts ,  an approach that commenters indicated would substantially ease the 
compliance burden and avoid unnecessary disruption of state laws* Furthermore, 
a state considering revisions to i t s  consumer credit laws may find the principles  
useful in reconciling any differences between those laws and the federal law*

(3) Effect on other laws* When the Board published the proposed 
determinations for public comment, i t  also addressed the issue of the impact 
of those determinations on similar laws in other states* Although the preemp
tion requests arise  from specific  laws in four states, sim ilar provisions 
exist in other states' laws* The Board so lic ited  comment on what impact, i f  
any, a determination as to a particular state's law should have on sim ilar  
provisions in other states that are not the subject of the specific  request*
A majority of the commenters favored the approach whereby a determination on 
one state's law will have no effect on the va lid ity  of similar provisions in 
other states* The Board believes that th is approach is  the most practical one 
and will best allow the thorough analysis necessary for each state law question 
that arises*

(4) Discussion of specific  requests and final determinations* The 
final determinations regarding the state laws at issue, together with the 
reasons for the Board's action, are set forth below*

Arizona* Section 44-287 of the Arizona Motor Vehicle Time Sales 
Disclosure Act, Chapter 2*1, sets forth the items that must be included 
in a contract for the sale of a motor vechicle, such as the cash price , the 
amount and type of downpayment, and the amount of the finance charge and the 
rate at which i t  is  computed* The Board was asked to determine whether th is  
section is  inconsistent with the closed-end credit provisions in § 128 of the 
federal act and § 226*18 of Regulation Z*
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o Section 44-287 B.5. requires that the contract disclose the final 
cash price balance. This amount, which represents the net amount of credit 
available to the consumer, describes the same item as the amount financed 
disclosure in § 226ol8(b) of Regulation Z. Since the Arizona law uses the 
term "final cash price balance" for what may be the same as the federal amount 
financed, the state provision is  contradictory and preempted in those trans
actions in which the final cash price balance is the same as the federal 
amount financed. In such transactions, creditors are prohibited from using 
the term "final cash price balance" in their  disclosures, but are free to 
substitute the term "amount financed" for the contradictory term in the state 
disclosures instead of omitting the disclosure completely.

In those cases in which the amount of the final cash price balance 
is  different from the federal amount financed, no preemption occurs. In such 
cases, the state and federal laws require the use of different terms to describe 
different amounts, so that no contradiction resu lts .

o Section § 44-287 B.6. requires a disclosure of the finance 
charge. The law uses the term "finance charge," but i t  is  not defined in the 
same manner as the federal finance charge in § 226.4 of Regulation Z. There
fore, in those transactions in which the amount is  different from the amount 
of the federal finance charge, the disclosure is  preempted, since the state 
law requires the use of the same term as the federal law to represent a d i f 
ferent amount than the federal law. In such cases, creditors are prohibited 
from using the term "finance charge" in the state disclosures to represent a 
different amount than is  given in the federal disclosures, but they are free 
to substitute the federal finance charge amount in the state disclosures. In 
those transactions in which the state amount is  the same as the federal amount, 
the state finance charge disclosure is  not preempted.

o Section 44-287 B.6. also requires a disclosure of the rate at 
which the finance charge is  computed. The Board finds that th is  disclosure is  
not preempted by the federal law, since the two disclosures do not represent the 
same "item." The state disclosure is  for the contract rate only, and does not 
describe the same item as the federal "annual percentage rate," which expresses 
the total credit cost.

o Section 44-287 B.7. requires a disclosure of the time balance.
That term, which is  specified by state law, describes the same item as the 
total of payments in § 226.18(h) of Regulation Z. Therefore, the time balance 
disclosure is preempted in those transactions in which the amount is  the 
same as the federal total of payments amount, since in those cases the state 
law requires the use of a term different from the federal term to represent 
the same amount. In such transactions, creditors are prohibited from disclosing  
in accordance with the state law, but are free to replace the contradictory 
state term with the federal term. If  the time balance is  a different amount 
from the total of payments amount, then there is  no contradiction and therefore 
no preemption.

o Section 44-287 B.7 also requires a disclosure of the payment sche
dule. This disclosure is not preempted because i t  does not contradict any 
required federal term.
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FI on* da 0 The Board was asked to determine whether the disclosure  
requirements of Florida Statute 520s Retail Installment Sales, Parts I and I I ,  
contradict the requirements of Regulation Z. Part I covers motor vehicle  
sales financings and Part I I  contains analogous disclosures for other retail  
installment sa le s0

o Sections 520o07(2) (c)  and 520«34(2) (c)  require that the contract 
show the "unpaid balance of cash p rice0" In the April proposal, th is  disclosure  
would have been preempted on the basis that i t  requires the use of a different  
term than the federal law to describe what may be the same item as the federal 
amount financed. After review, however, the Board believes that the state 
disclosure is  not the functional equivalent of the amount financed, but is  
instead a subtotal figure showing the difference between the cash price of the 
goods and the downpayment. It is  not designed, l ike  the amount financed, to 
reflect the net amount of credit available to the consumer after taking 
into account other charges that may be imposed and other amounts that may be 
financed. Therefore, the provision is  not preempted.

o Sections 520.07(2)(g ), 520.34(2)(g ) , and 520.35(2)(d) require that 
the contract include the amount of the finance charge. The finance charge 
definitions under the state law d iffer  from the federal finance charge d e f in i
tion in the treatment of certain fees, taxes, and other items. Because of 
these variations, the state finance charge may include certain amounts that 
would be excluded from the federal finance charge while excluding other amounts 
that the federal finance charge would re f lect .

Because the state law uses the same term as the federal law to repre
sent a different amount than the federal law, the state finance charge d isc lo 
sures are preempted in those transactions in which the amount is  different 
from the amount of the federal finance charge. In such cases, creditors are 
prohibited from disclosing the state finance charge but are free to substitute  
the amount of the federal finance charge in the state disclosure.

o Sections 520.07(2)(g) and 520.35(2)(d) also require creditors to 
disclose an itemization of the finance charge. The federal law allows creditors 
to itemize the finance charge so long as that itemization is  not disclosed 
with the segregated federal disclosures. Therefore, a state law requirement 
to itemize the finance charge is  not preempted, assuming that itemization is  
not given with the segregated federal d isclosures.

o Sections 520.07(2)(f) and 520.34(2)(f) require a disclosure of the 
amount financed. The state law uses the same term as that required by § 226.18(b) 
of Regulation Z for what may be a different amount. In those transactions 
in which the amount d iffers from the federal amount, the provision is  preempted 
because the state law requires the use of the same term as the federal law to 
represent a different amount. In such transactions, creditors are prohibited 
from giving the preempted state disclosure but are free to substitute the 
federal amount in the state disclosures, instead of omitting the state d isc lo 
sure completely. In any case in which the state amount matches the federal 
amount, the state provision is  not preempted because the same term is  used 
under both laws to describe the same amount.
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o Sections 520=07(2)(h) and 520.34(2)(h) require a disclosure of the 
total of payments. The state law uses the same term as that required by 
§ 226.18(h) of the federal regulation for what may be a different amount. In 
those transactions in which the amount differs from the federal amount, the 
provision is  preempted because the state law requires the use of the same term 
as the federal law to represent a different amount. In such transactions,  
creditors are prohibited from giving the preempted state disclosure but are 
free to substitute the federal amount in the state disclosures, instead of 
omitting the state disclosure completely. In any case in which the state 
amount matches the federal amount, the state provision is not preempted because 
the same term is  used under both laws to describe the same amount,

o Sections 520.07(2)(h) and 520.34(2)(h) require a disclosure of the 
payment schedule. This disclosure is  not preempted because i t  does not contra
dict any required federal term,

o Sections 520,07(2)( i)  and 520,34(2)(i) require that the contract 
show the deferred payment price, which corresponds to the federal disclosure of 
the total sale price in § 226.18(j) of Regulation Z, In those transactions in 
which the amount of the deferred payment price is  the same as the amount of 
the federal total sale price, the state provision is  preempted because i t  uses 
a different term than that required by the federal law to represent the same 
amount. In such cases, creditors are prohibited from disclosing in accor
dance with the state provision, but are free to replace the term "deferred 
payment price" with the term "total sale price" in the state disclosures. If  
the state and federal amounts are d ifferent, the provision is  not preempted in 
those transactions, since different terms would be used to describe different  
amounts.

Missouri, The Board was asked to determine whether or not certain  
provisions of Missouri law are inconsistent with the federal law. The subjects 
of the request were § 365.070 on motor vehicle time sales and § 408.260 on 
reta il credit sales of all other goods'. The two sections contain almost 
identical disclosure requirements,

o Sections 365.070-6(9) and 408,260-5(6) require that the contract 
show the amount of the principal balance. That term, which is  used in the 
state law, describes the net amount of credit and is  thus the functional equiva
lent of the federal amount financed. Therefore, the provision is  preempted in 
those cases in which the amount of the principal balance is  the same as the 
federal amount financed, since state law uses a different term than the federal 
law to represent the same amount. In such cases, creditors are prohibited 
from disclosing the principal balance, but are free to replace the term "prin
cipal balance" with the term "amount financed" in the state disclosures. I f  
the amount of the principal balance is  different from the federal amount financed, 
the provision is  not preempted because state and federal law would require 
different terms to describe different amounts.

°  Section 365,070-6(10) requires that the contract show the time price 
d iffe re n t ia l ,  and § 408.260-5(7) requires that the contract disclose the time 
charge. Both of these disclosures, which express the dollar cost of cred it ,  
correspond to the federal finance charge disclosure found in § 106 of the
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federal act and in § 226.4 of Regulation Z, but do not use the federal d e f in i
tion. Therefores the amounts computed and disclosed under state law may contra
dict the amount computed and disclosed under the federal law. In those cases in 
which the amount of the time price d ifferential or the time charge is  the same 
as the federal finance charge, the state provision is  preempted because i t  uses 
a different term than the federal law to represent the same item. In such 
cases, creditors are prohibited from disclosing the time price d ifferential or 
time charge, and would simply disclose the cost of credit in accordance with 
the rules specified in the federal law. In those transactions in which the 
amount of the time price d ifferentia l or time charge is  different from the 
federal finance charge amount, no preemption occurs because different terms 
are required by state and federal law to describe different amounts.

o Sections 365.070-2 and 408.260-2 require that the contract contain 
certain notices to the buyer, using the language set forth in the statute.
The notices use the terms "time price d ifferentia l"  and "time charge." In 
those transactions in which the state disclosure of the time price d ifferential  
or time charge is  preempted, the use of the term in the notice is  also preempted. 
In such cases, the creditor is  free to include the notice in the state d isc lo 
sures but substitute "finance charge" for the preempted term.

o Sections 365.070-6(11) and 408.260-5(8) require that the contract 
show the time balance. These disclosures correspond to the federal total of 
payments disclosure in § 226.18(h). I f  the time balance is  the same amount as 
the federal total of payments, the state provision is  preempted in those trans
actions, since the state law uses a different term than the federal law to 
represent the same item. In such cases, creditors are prohibited from using 
the state disclosure but may replace that disclosure with the federal term or 
amouYit instead of omitting i t  completely. If  the time balance is  a different 
amount than the federal total of payments, no preemption occurs in those trans
actions because there is  no contradiction.

© Section 365.070-6(11) and 408.260-5(8) also require a disclosure of 
the payment schedule. This disclosure is  not preempted because i t  does not 
contradict any required federal term.

© Sections 365.070-6(12) and 408.260-5(9) require that the contract 
show the time sale price, which corresponds to the total sale price disclosure  
in § 226.18(j) of Regulation Z. In those transactions in which the amount of 
the time sale price is  the same as the amount of the total sale price, the 
provision is  preempted because i t  uses a different term than the federal law 
to represent the same amount. In such cases, creditors are prohibited from 
disclosing the time sale price, but may replace the term with "total sale  
price" in the state disclosures. If  the time sale price is  not the same amount 
as the federal total sale price, no preemption occurs because state and federal 
law would require different terms to describe different amounts.

South Carolina. The final request involved S.C. Code Ann. §§ 37-5-203 
and 37-5-204. However, recent legislation in South Carolina amended § 37-5-203(2) 
to make i t  identical to § 130(b) of the federal act , and § 37-5-204 was repealed. 
Therefore, the South Carolina request has been withdrawn.
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(5) Preemption determinations* The following order sets forth the 
preemption determinations* Notice of the determinations will be included in 
the Official Staff Commentary on Regulation Z (Supplement I to Part 226)*

ORDER

Pursuant to § 111 of the federal Truth in Lending Act as revised on 
March 31, 1980 (T it le  VI of the Depository Institutions Deregulation and Monetary 
Control Act of 1980, Pub. L* 96-221), the Board has determined that certain laws 
in the states of Arizona, Florida, and Missouri are inconsistent with and pre
empted by the federal law* These determinations are as follows:

Preemption determination -- Arizona. Effective October 1, 1983, the Board has 
determined that the following provisions in the state law of Arizona are pre
empted by the federal law:

o Section 44-287 B.5* - Disclosure of final cash price balance* This 
provision is  preempted in those transactions in which the amount 
of the final cash price balance is the same as the federal amount 
financed, since in such transactions, the state law requires the 
use of a term different from the federal term to represent the 
same amount*

o Section 44-287 6.6* - Disclosure of finance charge* This provi
sion is  preempted in those transactions in which the amount of the 
finance charge is  different from the amount of the federal finance 
charge, since in such transactions, the state law requires the use 
of the same term as the federal law to represent a different amount*

o Section 44-287 B*7* - Disclosure of the time balance. The time 
balance disclosure provision is  preempted in those transactions in 
which the amount is  the same as the amount of the federal total of 
payments, since in such transactions, the state law requires the 
use of a term different from the federal term to represent the 
same amount*

Preemption determination — Florida* Effective October 1, 1983, the Board has 
determined that the following provisions in the state law of Florida are pre
empted by the federal law:

o Sections 520.07(2)(f) and 520.34(2)(f) - Disclosure of amount 
financed* This disclosure is  preempted in those transactions in 
which the amount is  different from the federal amount financed, 
since in such transactions, the state law requires the use of the 
same term as the federal law to represent a different amount*

o Sections 520.07(2)(g ), 520*34(2)(g), and 520*35(2)(d) - Disclosure 
of finance charge and a description of i t s  components* The finance 
charge disclosure is  preempted in those transactions in which the 
amount of the finance charge is  different from the federal amount,
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since in such transactions, the state law requires the use of the 
same term as the federal law to represent a different amount*
The requirement to describe or itemize the components of the 
finance charge, which is  also included in §§ 520.07(2)(g) and 
520*35(2)(d), is  not preempted*

o Sections 520.07(2)(h) and 520.34(2)(h) - Disclosure of total of 
payments* The total of payments disclosure is  preempted in those 
transactions in which the amount d iffers from the amount of the 
federal total of payments, since in such transactions, the state  
law requires the use of the same term as the federal law to repre
sent a different amount than the federal law*

o Sections 520.07(2)(i) and 520»34(2)(i ) - Disclosure of deferred pay
ment price* This disclosure is  preempted in those transactions in 
which the amount is  the same as the federal total sale price, 
since in such transactions, the state law requires the use of a 
different term than the federal law to represent the same amount 
as the federal law*

Preemption determination -- Missouri. Effective October 1, 1983, the Board 
has determined that the following provisions in the state law of Missouri are 
preempted by the federal law:

o Sections 365.070-6(9) and 408.260-5(6) - Disclosure of principal 
balance. This disclosure is  preempted in those transactions 
in which the amount of the principal balance is  the same as the 
federal amount financed, since in such transactions, the state  
law requires the use of a term different from the federal term to 
represent the same amount*

o Sections 365.070-6(10) and 408*260-5(7) - Disclosure of time price 
differentia l and time charge, respectively* These disclosures 

v are preempted in those transactions in which the amount is  the 
” same as the federal finance charge, since in such transactions, 

the state law requires the use of a term different from the federal 
law to represent the same amount*

o Sections 365*070-2 and 408*260-2 - Use of the terms "time price 
differentia l"  and "time charge" in certain notices to the buyer* In 
those transactions in which the state disclosure of the time price 
differential or time charge is  preempted, the use of the terms in 
th is  notice also is  preempted* The notice i t s e l f  is  not preempted*

o Sections 365*070-6(11) and 408*260-5(8) - Disclosure of time balance* 
The time balance disclosure is  preempted in those transactions in 
which the amount is  the same as the amount of the federal total of 
payments, since in such transactions, the state law requires the 
use of a different term than the federal law to represent the same 
amount*
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o Sections 365.070-6(12) and 408.260-5(9) - Disclosure of time sale 
price. This disclosure is  preempted in those transactions in 
which the amount is  the same as the federal total sale price,  
since in such transactions, the state law requires the use of a 
different term from the federal law to represent the same amount.

By order of the Board of Governors of the Federal Reserve System, 
January 26, 1983.

William W. Wiles 
Secretary of the Board
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