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FEDERAL R
1-g. ZI 
PART 226-TRUTH IN LENDIN 

Disclosure of Closing Costs 
On October 28, 1974. Congress e n a c h  

Pub. L. 93-495 containing several amend- 
ments to the Truth In Lending Act. &-
tion 409 of Pub. L. 9-95 provides for 
the disclosure of "closlng costs" to be 
incurred by the customer in consumer 
credit transactians. On Beptember 22. 
1975, the Bosrd of C3overnors published 
for comment, in the FEDERAL REGISTE
(40 FR 43516) moposed amendments- to 
Regulation Z deslgned to implement 
section 409. The comment period on thla 
p r o m 1  terminated on October 16. t he 
Board of Ctovernors ls today publishing 

to 
signed to implement section 409. 

While these amendments have been 
adopted because section 409 becomes 
effective October 28, 1975, it should be 
noted that the Board has recommended 
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to Congrw that the sectlon be repealed; 
the Senate voted such repeal on October 
9,1078, and We question of such a repeal 
la vreaently under consideration In tho 
Home of Represhtatives. 

Apvroxlmstely 110 written comments 
were recelved by the Board. In response 
to the comments, some changes in the 
Provlslons vrevl~uely published were 
made. An explanation of most of the 
eubstantlve changes follows. 

Section 226.8(r). the section which re- 
quires discloeure of cloelng costa, applies 
only to real vroPerty transactions, l.e., 
transacttons in which a security Interest 
in real Property L or will be retained or 
acquired by the creditor. But even such 
real property transactions will not be 
subject to Q 226.8W U they are either 
subject to the Real Estate Settlement 
Procedures Act (RESPA) of are 
exempted from the requirements of 
RESPA by regulations adopted by the 
Department of Rouslng and Urban De- 
velopment (HUD). The Board belleves 
that this limitation la appropriate a t  this 
time because in other types of tramac- 
tlom closing cwts are generally elther 
not present at all or are mlnlrnal In 
amount and not subject to chsnge 
among creditors. and wlth respect to 
transactions exempted from REBPA, re- 
qufring dieclomtres under section 409 
would be Inconsistent with the dlacretlon 
exercised by. HUD to exempt certain 
tranaactlons. 

The tern "closing" fa deAned to re- 
fer to consumer credit transactions. 

The deAnltlon o! "clorring cost" is 
written to clarify that any fee or charge. 
other than a downpayment, which k 
paid in caeh a t  or prior to clostng ia a 
closing coat. Closing wts may include 
Anance charg'es but not any amounts 
Ansnced nor any loan proceeds paid to 
m-itiafy other debts of the customer. 

The definition of *'commltmenV1 Is ad- 
justed to refer to a commitment legally 
bin- on the creditor. TNs ia necessary 
so that oral and over the telephone shop- 
ping for credit la not hampered by hav- 
ing such conversations considered 
commitments. 

The disclosure of clodng coste is re- 
quired to be made. in connection with 
real property credit sales, prlor to the 
making of any downpsyment. With re- 
spect to other real property transactions. 
disclwure is  requlred a t  the time a lender 
commitment is gfven. 

With respect to the way in whlch dis- 
closures are made, the Board adheres to 
its general POW of not specifsing forms 
but all- creditom to design thelr 
own forms subject only to Regulation 2's 
requtrements as to clarity and sequence. 
MBclosure is permitted on a separate 
form. or could be given with the other 
Truth in Lending disclosures if the? are 
dven a t  the time disclosure of closing 

o t h ~ ~  be muired orl at 
the creditor's option. on pages 1 and 2 
HUD RNTI.I I. ~i the latter option is 

chosen, it wIII cow let el^ satisfy the dis- 
closure requlrem&ts of-section 409. 

In order to facutate compliance with 
section 409 by allowing for the develop 
ment of procedures and the orderly 
OEP 30, 1975 



. RULES AND REGULATIONS 

CHAPTER Ill-F&DERAL DEPOSIT 
INSURANCE CORPORATION 

PART 841-REGISTRATION OF 
TRANSfER AGENTS 

Regulatians and Statembnts of General 
Pollcy 

1. On Augu~t 20. 1076, the Federal De-t 
Poslt Insurance Corporation (Ykwpora- 
tion") requested public comment on a 
proposed Part 341 of its regulations re- 
specting registration of Eltata nonmem- 
ber bank transfer agents and thelr sub- 
sldiaries (12 CFR Part 341). Tho pro- 

a oscd regulation was published as a 
oticc ofi proposed rulemaking in the 

FEDERG REGI~TER on September 4, 1075 
(40 FR 4088640867, 40860-40863). All 
interested parties were invltcd to aub- 
mit their wrltten data, views and argu- 
mcnts thereon by September 30. 1975. 
The comments having been considered, 
the Board of Directors of the Federal 
Deposit Insurance Corporation has 
adopted Part 341 and related Form TA- 
1 ( 12 CFR Part 341 under the 8ecurltles 
Exchange Act of 1034 ("the Act"). The 
rule and form set forth the procedures 
under which transfer agents subject to 
the registration requirements under the 
Act rtnd for which the Corporation is the 
appropriqte regulatory agency, as de- 
fined in se tion 3(a) (34) (B) of the Act,' 
wU1 reghte 1 with the Corporation. 

Each federal bank regulatory agency 
and the, decurities and Exchange Com- 
mission is publishing, concurrently with 
the publication of this rule and registrn- 
tlon form. a substant1aUy similar rule 
and an  identical registration form for 
transfer agents which are required to 
reglster with that &gem.  

Background. As- amended by the 
Securities Acts Amendments of 1976 (the 
"1975 Act"), which w& signed into law 
on June 4. 1975,' the Act provides for 
_j__ 

l6Bctlon S(a) (94) (B) of the Act deflned 
the term "appraprlate regulatory agency" 
when used with respect to a clearlng agency 
or transfer agent to be: 

"(1) the Comptroller of the Currency, In 
the case Of a natlonal bank or a banh operat- 
ing under the Code of Law for the Distrlct 
of Columbla, or a 8ubeldiary of any such 
-: 

(il) the Board of aovernors of the Fed- 
eral Reserve System, in the case of a State 
member bank of the Federal Reserve System, 
a subsidiary thereof, a banh holdlng com- 
pany, or a subsldlary of a bank holdlng com- 
pany which is a bank other than a bank 
specified ln clause (1) or (ill) of thls sub- 
paragraph; . 

(ill) the Federal Deposit Insurance Cor- 
poration. In the case of a bank lnsured by 
the Federal Deposlt Insurance Corporatlm 
(other than a member of the Federal Reserve 
Bystem). or a subsidiary thereof; and 

(lv) the Commlsalon In the case of al! 
other clearLng agenctes and transfer agents. 

Pub. L, 94-29 (June 4,1976). , 
alla~lw of forms, clvditors llavb untfl 
.Janualy 31. 1076, h bring thelr fornui 
and pmccdum Into compliance. 

Wlrero disclosures are required to be 
find@ but exact information b not 
known, esUn~utc,s may be used under the 
provisions of 9 PSO.(Ftf) . 

Whcto Truth in Imdlng dlsclosul-cs 
arc made a t  #a same time disclmure of 
closihg cwts is made trnder fiectlon 409 
and t la t  tlnre is p rb r  to consummatlon, 
no further T h t h  in Lcndlng disclasu~rs
need be itiade at  cohsummatlon. 

Pursuant to the authority granted In 
15 U.S.C. 1604 (1970). Llle E3oRrd ~lnends
Regulation Z, 12 CFR Part 220, as fol- 
lows : 

1, Section 228.2 Is alncilded as follows: 

tmm) "Closing" meam tlrc date on 
which the balxraincd-for coilsidemtion Is 
exchanged between the palties to m v  
consumer credit transaction. lnmm!!ctive 

62 of wllen the tmmlsrtctlon L consum~mnted.
(1111, "Closing cost" means a l y  fee'or 

c h a m ,  other than s dom.aytnent, paid 
in cash by the customer or on the custo- 
mer's behalf a t  or pPior to n cl&ing 8s 
a condition of the transaction. The tern 
inclr~des fees or. charges which arc fl- 
nance charges but docs not include 
amounts which @re financed nor loan 
proceeds paid over 1n satisfaction of 
other debts of the customer. 

(00) ''Commjtment" means an om1 or 
written agreement. which 1s legally bind- 
ing on the credftor, to enter into a speci- 
fied c(?nsumer credit transaction with ra 
customer. whether or not such agreement 
is subject to am mnditions and whether 
or not such a&eement 1s binding upon 
the customer. 

cpp) *mwnp%vment" nleans a m- 
meat made at or prior to consummatlon 
of a tmnsaotim which is or wil l  be ap- 
plied wholly to the cash price of prop- 
er@ or services ~cul.chased. 

(QIJ, "RESPA" m a n s  the Real Estate 
Settlement Pmedures Act of 1974 to- 
gether udtb the regu1ations promulgated 
thereunder by the Secretary of Rousilx 
and Urban Pevelopment. 

2. Section 226.8 !,a> and tr) are 
amended as follows: 
6 226.8 Credit otbcr than open end- 

.specific diculosums. 
(a) General rule, Any creditor when 

extending credit other than open end 
mxht shall. in accordance with 0 226.6 
8nd to the ezkn t  applicab)R, make the 
disclosllres 'requifed by this section with 
respect to any transaction consummated 
on or after July 1.1969. Except as other- 
wise provided m this section, such dis- 
closures shall be made before the trans- 
acuon is conrmmmated. At the time 
d~~closures are made, the creditor shall 
f u m u h  the c-mer Kith a duplicate of 
the instrument or a statement by which 
t h e  remired disclosures are made ahd on 
which the creditor is identified. Encept 
as.praVided in pamgmph 4 r) of tbis sec- 
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lton, all of the diedosures &all be made 
together on either: 

(1) The note or other instrument avl- 
denctng the obligation on the a w e  ajde 
of the pnga and above the place for the 
customer's signatura; or 

(2, Ono side of a sevar$e h t e rnen t  
whlch Ldentlflecl the transaction. 

(19 Di8closut.e o/ claslng costs. Tlla 
crcdltor 111 any real Property transnc- 
tion sulblaat lo this ,section sliall diacloso 
to the customcr nll closing costa, 11 any, 
to be pald by tho custdmcr In connectlon 
with smh trnnsnctlon in Accordance with 
td~o'following grovhlons: 

(1) The dlsclmure requlred by pura- 
w w h  c r)  sllnll iuclude tho total amount 
of clostng cosb. I f  any, udng lhe tern1 
"closing cosls" and, whcre tl~cre is lnoro 
thnn one comyoncnt cost, a descrtption 
of each. Such dtscloaures shall be made: 

, ( i )  On one side of a separate state- 
ment., or 

(If) Together with the other dis- 
closures rcquiird by thls section, in which 
case. the disclosures requlred by this 
paragrnph shall. if requlred to be item- 
ized, either be listcd sepa ra t e f ib  the 
extent that they are itemiz elsewhere 
on such dlsclosurc st.atemcn~rcfereneed 
a s  being n closing cost by uac of an 
asterisk or other appropriate means, or 

rill) At the crcdttor's option, on pages 
1 nnd 2 of HUD Form I, as issued by the 
XXpartment of Ilousing and Urban De- 
velopment pursuant to 24 CFR Part 82. 
Use of this option wilt completely satisfy 
the dlsclosurc requirements of thls para- 
graph t r )  . 

(2) In the c&.e of any credit sale, the 
disclosures rcqutred by this paragraph 
rr) shall be made prior to tile making of 
a n y  downpayment. 

(3) In the case of aw extension of 
credit other than a credit sale, We dls- 
closures mutred  by this paragraph tr) 
shall be made a t  the time the creditor 
makes a commitnlent in connection with 
that transaction. 

(41 Notwithstanding We provisions of 
paragraph (r)  (2) cyld (3) of this sec- 
tion, the disclosures required by thls 
paragraph tr) shall be made before the 
transaction is consummated. 

( 5 )  This p a m m p h  (rb d m  not ap- 
ply to any transaction: 

t i )  To which the disclosure reauire- - -  --- 
ments of RESPA are appJicable. or 

cii) Which is exempted Pram the dis- 
clasure requirements of RESPA under 
regulations issued by the Department of 
Housing and Urban Development. 

( 6 )  This paragraph ( r )  shall become 
efIective on January 31.1976. 

3. The effective date of these regula- 
tions shall be October 28.1975. except as 
provided in 0 226.8W with respect to 
that section. 

4. This notice is published pursuant to 
section 553(b) of Title 5. United States 
Code, and 5 262.2(a) of the rules of pro- 
cedure of the Board of Governors of the 
Federal Reserve Bystem (12 CFU 262.2 
(a) 1. 
EGISTER, VOL 40, NO. /IQTHURSDAY, OCTOB
BY order of the Board of -aovernors, 
October 24,lD75. 

tsmr~l THEODORE E. ALLISON, 
Saoretary o! the Board. 
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