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.'TtI'- FEDIRAL ,.EGlaTER ol)"t.ln. ,.,vlatory docum.nt. h'Vln ... n'I'IIlappllclblJlty .nd le,al e"eet mOlt of .,. 
h.yed to and oodlfled In the Cod. lit Fed,,., ...... '.tlon •• whloh I. publlihed'unclerBO tItI .. pu ... u.nt tq 44 U.S.C. 11110. 

th.· "Coda lit ,.lIde,.\, Rqula'lc!n. .. told b,. th.SuPlrlntendent of Dooulmlnt.. Prlo.. of n_ books .r. lIa'ed In the flra' FEDERAL 
REGltTaA 1.lu.of· •• oh. rnlilflth. . . . . 

TltJe.l2-Bankland lankin •. 
CHAPTER ·iI.......p£DERAL RESERVE 

SYITEM. . 

Edge Act Corporattop. to have Invested 
more·than t600,OOO shares, or to 
hold more than 25 ·peroent. of the vottna 

(Reg.ZI 
PART 226-TRUTH IN LENDING 

shares •. of any foreign corporation. Un- Open End Credit Accountl.-Spec:lflc 
. QF der 1 22604(f} (2) of Regulation V, thelie ,Disclosure. 

general consent procedqres also lovern On December 27' 1974 th "Bo . d • 
. (Rep.,K arut VJ . the torela:n Investmente of dome/lt1c bank Governors pubUshed for 

PART . hOliUtll companies .. pursuant . to PuUAL RIOJlJtlR (39 Fa 44779) a pro-
,IN FOREIGN AND (13) of posed amendment to the open-end credit 
INQ UNDER 1M .. FED RAL " E company Act of 1956,.88 amended. disclosure requirements of RetrU1atlon Z 
Aar.. . . . (b> InCOmpUtinlr (,226.'I(f». 'l'be propoSal reQUIred open-

PART 22&-BANK HOLDING .COMPANIES tlon under the end credltorssendlnll' to· their credit 
ComputatictnofAnlount rnvtlted In For.diu-•• &Jl Edge Act"CorPoratlon.or'tiank cardP91ders blank checks or other credit 

81&1' COrporations "Under' Gentral COn. holdlng·company must Jl\clqcl,e not onlY devteea which are lntended to be used in 
.entProciedu.... . amounts actUally patdlntClr the.shares. connection with such .open-end credit 

. "",,_ . 16 19'15 of the' fqrelgn corporation but also any accounts to Include a clear disclosure 
. . . sa;PD1IBn . • • unpg,14.amoUnts on the abate. .ot the ,statement of the charges and other per-' 

Under. 211.8(a) of Regulation It, the fore1sn corporation for.·wh{cb ,the Edge tlnent credit information speclflcally 
Board ·of Governors grants its genel'al Act or. bank COni- relaW<! to the use of blank checks or 
consent for a corporation organized un- liable. If the. tot;ai Qf.such other credit devices delivered. The pro-
der section 215(a) ·of .the Federal Reserve amoUnbJexceeds $500.000; then the Edge posed amendment required such dis-
Act (an "Edge Act CorPoration") tel In- Act Corpol'atlon or banJ(' holdblg; closure only the flrst time the blank 
veat, directly or indirectly, in the shares pany must apply .l5olL1'd', checks or other credit devtces were sent 
of foreign corporatlorut not dolng,bust- prior specUlc consent ,·tomake· .such. to the customer. but not when later 
ness In the UnttedSt.a.tes: but no Invest- investment.. ' ". . . renewed or resupplied. 
ment thereunder shaD cause an,Edie Act (0) For example, an Edge A.ct'COrpo.. Following consideration of 44 comment 
corporationtol1a.ve Invested . ..more than ratton plans to acquire a 20 per cent letters recetvedon this proPOl8l. the 
$600,000 In . the Gllatea, or tc;t hold more Interest In a proposed foreign corporation Board revised the proposed language and 
than 25I)Grqant of the votmg shares, of by subscrlblng to 80;000 shares with a par hereby promul,ates it In flnal form. TWo 

foreign corporation •. The Board of "alue of '10 per the . slsnlftcant clarlftcattons have been made 
Oovemors baa rule.d that·1n computing sbares wtll be 50 per' cent paid In tor an to the regulatory requirement as' pro-
the $500.000 IImltfl.tfonundei'. these sen- ln1t1allnyestment of '300,000; under the posed: The language of the regulation 
eralconsentprocedures, ,an JIldge Act Arttcleiof Association of the proposed bas been clarified to IndJcate tbatthe 
Corporation .. must Include. not only corporation, the unpaid balance of '$300- term "credit devices'" does not apply to 
amounts actuallY patd In to tho foreign 000 on the shares may be caned at any credit cards and to indicate that the dis-
corporation for Its shares but also un- time at ihe discretion of the corpora- closure requtrement Is not appUcable to 
paid amounts on the sha.ies of the cor- tion's board of directors. 'It appears that checks used In conjunction with a de-
poration for which" the Edge Act Cor- some Edge Act Corpol'atlons have In this mand deposit account. even though such 
porattonwlU be liable. If the total of . sitUation only lncluded In their compu- checks also acttvate a cash advance 
such amounts exceeds '500,000. tl)e Edge tatton the $300.000 lntlally PaId In to the under an open-end credit account. . 
.Act must apply for the foreign corporation, and would· thus In: response to concerns over the need 
,Board s spech'lc consent to make such acquire the shares ot the foretgn 'corpo- for such disclosures where these· blank 
Investment. ration under the general coilBent proce- checks have been to a cus-

This Interpretation also applles to the dures. The Board baa determined that tomer shortly after the open1ng at an ac-
foreign ·lnvestments of domestic bank . In this situation the total amount In- count. the regulation has been revised to 
holding companles slnpe, under Regula- vested for purposes of the general con- Indicate that the disclOsures need not 
tlon y, the.consent procedures of'Regu- sent procedures Is $800.000.:as the Edge be made unless the blank checks are 
lation K also govern such investment. Act Corporation must Inciude In \lie mailed or delivered t.o the customer sub-

Effective september 12. 1975. 12 CFR computation Its liabWty fat the unpaid sequent to 30 days after the deUvery of 
Parts 211 and 225 are amended by adding balance on the shares. The proposed In- the Initial open-end credit disclosures. 
a. new' 1211.111 a.nd a new '225.133 to vestment In this situation would there- In response to· questions concerning the 
read as follows: fore require prior specUlc Board consent. location of the disclosures accompany-

, ing the blank checks, the revised re81l1&-
§ 211.111 Computation of amouul in. § 225.133 Computallon of amouni In. Uon stipulates that the disclosure con-

vested in foreign corpol'ations under veeted In foreign corporations under slSt of a single written statement whJch 
general consent procedures. general consent procedurea. shall not· appear on any promotional 

(a) Under § 211.8(a) .0fHegulation K. For text of this .interpretation. see material maned or deUvered at the same 
the Board of Governors grants Its gen- I 211.111 of'thIs tIme. The disclosure statement may be 
eral consent for a corporation organ1zed By order of the Board of Governors' of printed on a separate sheet or printed on 
under section 25(a) of the Federal He- the Federal Reserve System, 8eptem- a booklet contalnlns the checks; the 
serve Act (an. "Edge Act C01'J)Ol'8otion") ber 12, 19'16. statement need not be repeated on each 
to Invest, directly 01' Indirectly, In the . blank check. Questions also were raised 
shares of foreign corporations not doing [PAL] THBODOU E. Au.Jsolf. concerning which d1sclosures of 1226.7 
bustness In the United states: but DO secrettl.rt! of the BoanJ. (a) should be made In connection with 
investment thereunder·shall cause an (P'R 00c.76-24980 PUecl 9-18-15;8:46 am) these blank checks. The pertinent d1.6- ' 
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closure grovlsions arc those contal~~cd in 
1 8  226.7(a) ( I ) ,  (2). (3 ) .  and ( 4 ) .  The 
revi~ed regulation provides that $he dis- 
closure statement accompanying the 
Wank checks may be limited to the provi- 
sions of 9 226.7m) (11, (2). (3 ) ,  nnd (4) .  
Altenmtively, the revised rcgulation 
wovides that a full statement of the re- 
quirements of !? 226.7t a )  be ~rovided 
with thc provisions of subsections (1) .  
t 2 , t 3) . ~ n d  (4 )  clearly and conspicu- 
ously refcrenccd on or nccotnpanyiilg 
that statement. For example, if the full 
slatement of tho provisions of 9 220.7(a) 
is subdivided into tcrlns covering credit 
sslc and cash advancc transactiopi, rcf- 
erence may be made in the accompany- 
ipg material to the terms covering cmh 
advance transactions. Likewise, if the 
terms covering cash advance transac- 
tions are numbered. the accompanying 
material may refer to the appropriate 
numbe~ed terms. 

The provisions of S 226.7(f) are to bc- 
colne eR ective January 1. 1976. 

c f l  Supplemenld credit dcuices for 
use in o w n - a d  credit accounts. If, sub- 
sequent to 30 days after deliveripg the 
disclosures reauircd under n n r a m ~ h  (a)  
of this aectio~i. a cr&itor df anopen-end 
credit account m$ls or ,d+livers, other 
than as a rcncwa\ or resupply, s blank 
check, payee desi.mnted check, b l ~ n k  
draft or order or other similar credit de- 
vke other than a Credit .card, to R.n ex- 
isting cust,omer or cardholder for use in 
connection with such arcomt,. such de- 
vice shall be accomp~nied by a single 
written statement setting fort-h clenrlg 
and conspicuously those disclosures of 
paragraph (n) of this sectimi whir11 spe- 
cifically relate to the use of such device. 
Such disclosure statement shall eft,her be 
limited to the disclosum of p.smgraphs 
(a) (1). ( 2 ) .  ( 3 ) .  and ( 4 )  of this seetion 
or contain all disc?osures required of' such 
pa ramph  wlth the perttnent dkdosures 
clearly and conspicuouslv referenced on 
or .accompnn.vfng t h ~ t  disclosure state- 
ment. Such disclosure stntement ehall not 
appear on any proniotionnl mnterfal 
mailed or delivered a t  t.hc same ttme. The 
requirements of this pnrawaph shnll not 
be applicable to checks to be used in con- 
junctjon with a cherktng account even 
though such cherks may also activate a 
cash advance under an open-end credit 
account. 

By order of the Board of Governors. 
September 10, 1975. 

~ = L I  THPODORE E. ALLTSON, 
Secretaty of the Board. 

IF% Doc.75-24961 Filed 9-18-75:8:45 am1 

I-. 21 
PART 226-TRUTH IN LENMNG 

Fair Credit Wing, kcript ion of 
Transactii  

On May 5. 1975. th? Board of oover- 
nors published for comment in the FED- 
ERU REGISTER (40 FR 19489) proposed 

RULES AND REGULATIONS 

reSulaUons imglementlng the Falr Credlt 3. T i m ?  for payn~cnts alter rcsolutton 
Billing Act (Tftle 111 oi Pub. L. 03-495). of a Btlltno error. Earlier drafta of the 
The comment pedod on this proposal was rcgulatlon would have required creditor& * 

initiall~ set to tCrmlnato on May 30 and to provide n free period for gaynmit 
was stlbsequently extended through Junc without thc imposlllon of fi~mncc chargcs 
20.1975 (40 F'R 23896). On Julle 24,1975, after completion of the error resolution 
the Boal'd of Governors publish~d for procedure, even when the creditor did 
comment in the FEDERAL RE~ISTER 140 FR not make an error or did not oRer n frc 
26571) proposed regulations to Imple- ride period genernlly. The regulation in 
ment scctlon 411 of Title IV of Pub. L. 1226.14(b) (3)  hns been rewritten to re- 
93-495, whicll, thougll not tcchnicnlly a r l u h  a free period only when the creditor 
tlart of tho Fair Credit Billing ~ c t ,  Is re- has made an erroneous billing on the 
lntcd to it in somc respects and ,Shares disputed item and ths terms of the crerlit 
the same eRectivc dntc. The cotntncnt pe- plnn normnlly provide a free period for 
riod on this proposal terminntcd on July Payment of such items. In all other cases 
18.' 1975. the creditor must promptly notify tho 

Following thc rcrcipt of npproxltnatelv customer of how much is owed with rc- 
300 comments on the proposal pltblished gard to n disputed item after the com- 
on May 5 and approximately 110 corn- t~letion of the error hsolution procedure. 
merits on the proposal nublfshed on June 4. Idsntfflcatfon or transactions. Mnny 
24, the Board on July 24,1975, nnnounced comments were reccived citing com~uter  
tn the FE~ERAT. REGISTER (43 m 30980) re~rograinming and other data collec- 
its intent to publish for conlment revised tion mblems which would make com- 
rcglllntio~~s imlMnentfng these same pliance with 8 226.7( b) (1) (11) impossible 
stntutory provisions and to hold informal by October 28. 1975. In order to P8cUtnte 
hcarhgs August 5 nnd 6, 1975, on these compltance the Board has provided a - 
revised proposals. gradual phase-in of the full impact of 

On Allgust 1,1975, the Bon1.d ?y~bHeh~d this sectlon. Untll July 1, 1976, creditom 
In the FEDERAL RFC~STER (40 FR 32350) will be able to identify transactions in 
t4hc revised reg~~lntions referenced in the the S3me way as is presently required. 
July 24 publicatlnn. The comment neriod BY October 28, 1977. the section will 
nn these rcvised regulations. initlnlly set be fully effective. At thnt time, the rem- 
to terminate on August 12, mns c~tendcd lation requires creditors. who bill "de- 
to AIIITUS~ 18. 1975. scriptively" on their periodic statements 

On Aumlst 5. publir heqrings held to provide a transaction date. In addi- 
rcmrdlng the rcviscd proposnl. Ten in- tion, for two-party creditors. a descrlp- 
terested prrrticls were represented wit- tion of any goods or services purchased 
nclsses rrt these hcnrings. Approximately or, for three-party creditors, the mer- 
150 written comments m r c  received and chant's name and the address where the 
nnnlned by the Rnnrd. transaction took place would be required. 

In response to the testimony and wrft- If m y  of the primarily required infotma- 
ten comments received by the Board, tion is not availhle to the creditor de- 
some changes in thr provisinns previously spite the maintenance of procedures rea- 
rmblished were made. Mnny nre of a sonably adapted to procure i t  in the first 
technical nature. An explanntion of the instance, a voucher number or identi- 
most substantive changes follows: fying symbol which appears on the docu- 

1. Transition prrfod~.  Transition pe- ment evidencing the transaction must be 
rfods for compliance with certain por- disclosed. 
tions of the regulntion have been pro- Between July 1, 1976. and October 28, 
vided in 5 !226.6(k). These portions gen- 1977. the creditor may in all cases sub- 
erally are those which require the print- stitute the date of debiting the transac- 
ing of new forms or substantial technical tion to the customer's account for the 
program or operntional changes which primarily required date if the latter date 
cannot be nccompli~hed by October 28, is unavauable. Also, the creditor may 
1975. lh most cases the transition period substitute a voucher number or other 
is 6 months. The transition section cov- identifying symbol which appears on the 
ers the new distlosure requirements for document evidencing the transaction for 
periodic statements including showing the description of goods or S N ~ C ~ S  or 
dates of payment, indicating credit bal- the merchant's name and address when 
ances, and identifying the address to they are unavailable. 
which billing errors must be sent. The 5. Inconsfstent State laws. .Section 
prohibition against disclosing inconsist- 226.6(b) (2) has been revised to provide 
ent State laws will also be delayed for 6 greater clarity and c e W n t y  for con- 
months to allow creditors to use up exht- sumers and creditors. 
ing forms. The regulation now provides that any 

2. short notice 91 rights. Many com- Stste credit bffling 1 : ~  which differs 
ments were made about the length of the from the error resolution procedure and 
notice of customer rights and creditor credit reporting prohibitions of sections 
responsibilities required bv 1 226.7 (a )  (9)  161 and 162 of the Act and their im- 
and (d). A sfiortened &on of PleDXnting provisions in the reguhoon 
notice may b? included with every pe- Is inc0nsfstent and, thus. preempted 
riodic statement as an alternative t:, the its entirety. This determination was 
twice-yearly mailing d the full notice: made because of the mnny intelnal sters 
Provided. That the creditor must supply with vadng  time limits and other te-. 
the customer with a full notice upon re- quirements which are found in the prsc- 
quest or whenever the customer submlts esses embodied in Federal and State law 
a proper written notification of a billing regardim billing error resolution pro- 
error. cedures. To do otherwise would cause 
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