
FEDERAL RESERVE BANK
OF NEW YORK

[ Circular No. 10292 ~| 
March 17, 1989

REGULATIONS B, E, AND Z 

Amendments to Official Staff Commentaries

To All D epository Institutions, a n d  O thers Concerned, 

in the Second F ederal Reserve D istrict:

Following is the text of a statement issued by the Board of Governors of the Federal Reserve 
System announcing several amendments to its official staff commentaries with respect to its con
sumer credit protection regulations:

The Federal Reserve Board has issued revisions of the official staff commentaries on three of its 
consumer credit protection regulations — Regulation B “Equal Credit Opportunity,” Regulation E “Elec
tronic Fund Transfers,” and Regulation Z “Truth in Lending.”

The revisions of the staff commentary on Regulation E clarify the disclosure requirements appli
cable when consumers preauthorize direct deposit of Social Security and other Federal Government ben
efits.

Revisions of the Regulation Z staff commentary address disclosure questions raised by the emer
gence of reverse mortgages and questions concerning when a third party fee may be a finance charge 
in a credit transaction. Additional commentary is included which interprets the Board’s uniform rule 
for disclosures about adjustable-rate mortgages.

The revision of the Regulation B commentary addresses a recent preemption determination by the 
Board regarding New York law.

Enclosed —  for depository institutions in the Second Federal Reserve District and others who 
maintain sets of the regulations of the Board of Governors —  are copies of the amended official 
staff commentaries, which have been reprinted from the Federal Register of March 7; copies will 
be furnished to others upon request directed to the Circulars Division of this Bank (Tel. No. 
212-720-5215 or 5216). Questions regarding these matters may be directed to our Compliance Ex
aminations Department (Tel. No. 212-720-5914).

E. Gerald Corrigan,
President.

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



EQUAL CR ED IT OPPORTUNITY

A M EN D M EN T TO TH E O FFICIA L STAFF COM M ENTARY ON REGULATION B

(effective March 7, 1989)

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

FEDERAL RESERVE SYSTEM 

12 CFR Part 202 

[Reg. B; EC-1]

Equal Credit Opportunity; Update to 
Official Staff Commentary

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

s u m m a r y : The Board is publishing in 
final form an addition to the official staff 
commentary to Regulation B (Equal 
Credit Opportunity). The commentary 
applies and interprets the requirements 
of Regulation B and is a substitute for 
individual staff interpretations of the 
regulation. The addition addresses a 
recent Board preemption determination 
regarding a provision of New York law. 
EFFECTIVE DATE: March 7,1989.
FOR FURTHER INFORMATION CONTACT:
Linda Vespereny. Staff Attorney, 
Division of Consumer and Community 
Affairs, at (202) 452-2412: for the hearing 
impaired only, contact Eamestine Hill or 
Dorothea Thompson, 
Telecommunications Device for the 
Deaf, at (202) 452-3544, Board of 
Governors of the Federal Reserve 
System, Washington, DC 20551.

SUPPLEMENTARY INFORMATION:

(1) General
The Equal Credit Opportunity Act 

(ECOA) (15 U.S.C. 1691 et seq.) makes it 
unlawful for creditors to discriminate in 
any aspect of a credit transaction on the 
basis of race, color, religion, national 
origin, sex, marital status, age, receipt of

public assistance, or the exercise of 
rights under the Consumer Credit 
Protection A ct This statute is 
implemented by the Board's Regulation 
B (12 CFR Part 202).

The Board also publishes an official 
staff commentary (EC-1, Supp. 1 to 12 
CFR Part 202) to interpret the regulation. 
The commentary provides guidance to 
creditors in applying the regulation to 
specific transactions, and is updated 
periodically to address significant 
questions that arise. This notice 
contains the third update, and codifies a 
preexemption determination that took 
effect on November 11,1988 (53 FR 
45756).

(2) Revision

The following is a brief description of 
the revision to the commentary:

Section 202.11—Relation to State Law.
Paragraph 11(a) is added to the 

commentary in light of the Board’s 
recent determination that a provision of 
New York law on credit discrimination 
is inconsistent with federal law, and 
that it is preempted by the ECOA and 
Regulation B to the extent of the 
inconsistency. Thus, the state of New 
York may not prohibit special-purpose 
credit programs or related inquiries that 
are permissible under federal law.

(3) Text of Revision
Pursuant to authority p anted  in 

section 703 of the Equal Credit 
Opportunity Act (15 U.S.C. 1691b), the 
Board amends the official staff 
commentary to Regulation B (12 CFR 202 
Supp. I) as follows:

PART 202— [AMENDED]

1. The authority citation for Part 202 
continues to read:

Authority: 15 U.S.C. 1691 et seq.

Supplement I—[Amended]
2. The addition amends the 

commentary (12 CFR Part 202, Supp. I) 
by adding comment 11(a) to read as 
follows:
* * * * *

Section 202.11—Relation to State Law.
11(a) Inconsistent state laws.
1. Preemption determination—New York. 

Effective November 11,1988, the Board has 
determined that the following provisions in 
the state law of New York are preempted by 
the federal law:

• Article 15, section 296a(l)(b)—Unlawful 
discriminatory practices in relation to credit 
on the basis of race, creed, color, national 
origin, age, sex, marital status, or disability. 
This provision is preempted to the extent that 
it bars taking a prohibited basis into account 
when establishing eligibility for certain 
special-purpose credit programs.

• Article 15, section 298a(l)(c)—Unlawful 
discriminatory practice to make any record or 
inquiry based on race, creed, color, national 
origin, age. sex, marital status, or disability. 
This provision is preempted to the extent that 
it bars a creditor from requesting and 
considering information regarding the 
particular characteristics (for example, race, 
national origin, or sex) required for eligibility 
for special-purpose credit programs. 
* * * * *

Board of Governors of the Federal Reserve 
System, March 1,1989.
William W. Wiles,
Secretary of the Board
[FR Doc. 89-5160 Filed 3-6-89: 8:45 am)
BIUJNQ CODE 8210-01-SI
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

ELECTRONIC FUND TRANSFERS

AMENDMENTS TO THE OFFICIAL STAFF COMMENTARY ON REGULATION E

(effective April 1, 1989)

12 CFR Part 205

[Reg. E; EFT-2]

Electronic Fund Transfers; Update to 
Official Staff Commentary

AGENCY: Board of Governors of the 
Federal Reserve System. 
a c t io n : Final official staff 
interpretation. * 1

SUMMARY: The Board is publishing in 
final form revisions to the official staff 
commentary to Regulation E (Electronic 
Fund Transfers). The commentary 
applies and interprets the requirements 
of Regulation E and is a substitute for 
individual staff interpretations of the 
regulation. The revisions address 
questions that have arisen about the 
disclosure requirements of the 
regulation.
EFFECTIVE DATE: April 1,1989.
FOR FURTHER INFORMATION:
Contact Sharon T. Bowman or Thomas J. 
Noto, Staff Attorneys, Division of 
Consumer Affairs, at (202) 452-3667. For 
the hearing-impaired only, Eamestine 
Hall or Dorothea Thompson, 
Telecommunications Device for the 
Deaf, at (202) 452-3544, Board of 
Governors of the Federal Reserve 
System, Washington, DC 20551.
SUPPLEMENTARY INFORMATION:

(1) General.
The Electronic Fund Transfer Act 

(15 U.S.C. 1693 e tseq .)  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 has published an official 
staff commentary (Supp. II to 12 CFR 
Part 205) to interpret the regulation. The

commentary is designed to provide 
guidance to financial institutions and 
others in applying the regulation to 
specific situations. The commentary is 
updated periodically to address 
significant questions that arise. This 
notice contains the seventh update, 
which was proposed for comment on 
December 1 ,198a The revisions are 
effective April 1,1989.
(2) Description of Revisions

Following is a brief description of the 
revisions of the commentary:
Section 205.7 Initial Disclosure o f Terms 
and Conditions

Question 7-1. Question 7-1 addresses 
the situation where a financial 
institution provides EFT disclosures 
when a consumer opens an account The 
question is revised to clarify that the 
regulation does not impose a time limit 
by which a consumer must sign up for 
an EFT service with a third party in 
order for the disclosures originally 
provided by the account holding 
institution to satisfy the regulation’s 
requirements.

Question 7-2. Question 7-2 is revised 
to clarify that, in cases where a financial 
institution does not receive notice that a 
consumer has signed up for direct 
deposit of Social Security or other 
government payments (because there 
has been no prenotification and because 
no Form 1199A or other written 
agreement has been completed by the 
consumer and the financial institution), 
the financial institution must provide the 
necessary disclosures as soon as 
possible after the first electronic fund 
transfer has been made. In response to 
concerns raised by some commenters, 
the Board has revised its proposed 
language to read “as soon as reasonably

possible.”
In cases where the financial 

institution does receive prior notice of 
the consumer’s enrollment in the direct 
deposit program, the financial institution 
must provide disclosures before the first 
EFT occurs. The institution has the 
option, of course, of providing 
disclosures to customers when an 
account is opened, as described in 
question 7-1.
List of Subjects in 12 CFR Part 205

Banks, banking, Consumer protection, 
Electronic fund transfers, Federal 
Reserve System, Penalties.

(3) Text of Revisions
Pursuant to authority granted in 

section 904 of the Electronic Fund 
Transfer Act, 15 U.S.C. 1693b, the Board 
amends the official staff commentary to 
Regulation E (12 CFR Part 205, Supp. II) 
as follows:

PART 205— [AMENDED]

1. The authority citation for Part 205 
continues to read:

Authority: Pub. L 95-630, 92 Stat. 3730 (15 
U.S.C. 1693b).

2. The official staff commentary to 
Regulation E, Supp. II to 12 CFR Part 
205, is amended by revising questions 7- 
1 and 7-2 for $ 205.7 to read as follows:
Supplement II—Official Staff 
Interpretations 
* * « * «

Section 205.7 Initial Disclosure o f Terms 
and Conditions.

7-1 Q: Timing o f disclosures—early  
disclosure. An institution is required to 
give initial disclosure either (1) when the 
consumer contracts for an EFT service
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or (2) before the first electronic fund 
transfer to or from the consumer's 
account. If an institution provides initial 
disclosures when a consumer opens a 
checking account and the consumer 
does not sign up for an EFT service until 
a later time, has the institution satisfied 
the disclosure requirements?

A: Yes, if the EFT contract is between 
the consumer and a third party for 
preauthorized electronic transfers to be 
initiated by the third party to or from the 
consumer’s account In this case, the 
financial institution need not repeat 
disclosures previously given unless the 
terms and conditions required to be 
disclosed are different from those that 
were given.

If, on the other hand, the EFT contract 
is directly between the consumer and 
the financial institution—for the

issuance of an access device, or for a 
telephone bill-payment plan, for 
example—the institution should provide 
the disclosures at the time of 
contracting. Disclosures given before the 
time of contracting will satisfy the 
regulation only if they occurred in close 
proximity thereto. (§ 205.7(a))

7-2 Q: Timing o f disclosures—Social 
Security and other government direct 
deposits. In the case of direct deposits 
by a government agency—Social 
Security payments, for example—how 
can the financial institution comply with 
the disclosure requirements absent 
prenotification, such as in cases where 
the government agency no longer uses 
Form 1199A?

A: Before direct deposit of payments 
such as Social Security takes place, 
usually the consumer and the institution

both must complete a Form 1199A, and 
the institution can make disclosures at 
that time. However, if a Form 1199A (or 
a comparable form providing notice to 
the institution) is not used and there is 
no prenotification, the institution should 
provide the required disclosures as soon 
as reasonably possible after the first 
direct deposit is received, unless the 
institution has previously given the 
disclosures (see question 7-1).
(5 205.7(a))
* * * * *

Board of Governors of the Federal Reserve 
System, March 1,1989.
William W. Wiles,
Secretary of the Board.
[FR Doc. 89-5159 Filed 3-8-89; 8:45 am)
MUINQ COOC S210-01-M
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Corrections
_____________________13455

Federal Register 

Vol. $4, No. 62

Monday, April 3, 1989

FEDERAL RESERVE SYSTEM 

12 CFR Part 226 

[Reg. Z; TIL-1]

Truth In Lending; Update to Official 
Staff Commentary

Correction
In rule document 89-5161 beginning on 

page 9417 in the issue of Tuesday,
March 7,1989, make the following 
corrections:
Supplement l-[Amended]

1. On page 9421, in the third column, 
in the paragraph numbered 17(c),
“paragraph 17(c)(1)” should be moved to 
the next line.

2. On the same page, in the same 
column, in the last paragraph, in the 13th 
line “premium” was misspelled.

3. On page 9422, in the first column, in 
the paragraph numbered 14, in the third 
line "typically” was misspelled.

4. On page 9423, in the second column, 
in the paragraph numbered 6, in the 
sixth line "disclosure” should read 
"disclosed”.

5.On the same page, in the same 
column, in the paragraph numbered 7, in 
the last line of the paragraph, "now” 
should read "not".

6. On the same page, in the same 
column, in the paragraph numbered 1, in 
the last line, "§ 226.19(b)(x)" should read 
“5 226.19(b)(2)(x)".

7. On the same page, in the same 
column, in the paragraph numbered 2, in 
the second line, insert a comma after 
"payments".

8. On the same page, in the third 
paragraph, in the paragraph numbered 4, 
in the eighth line, "payment" should 
read "payments".
B ILLIN G  CODE 150S -01-D
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