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Title 12-Banks and Banking 
CHAPTER 11-FEDERAL RESERVE SYSTEM 
SUBCHAPTER A-BOARD OF GOVERNORS OF 

THE FEDERAL RESERVE SYSTEM 
[Reg. Z; Docket No. R-00681 

PART 226-TRUTH IN LENDING 
Amendment to § 226.6(a) of Regulation Z 

Regarding Spanish Language Truth In 
Lending Disclosures in the Common- 
weaIth of Puerto Rico 

AGENCY: Board of Governor$ ~f the 
Federal Reserve System. 
ACTION: Final Rule. 
SUMMARY: The Board hereby adopta 
an amendment to Regulation Z pennit- 
ting the use of Spanish rather than Eng- 
lish language Truth in Lendine dlsclo- 
sues  in the Commonwecttth of Puerto 
Rico. English language disclosures must 
be provided to customers if they so re- 
quest. The Board's action is based upon 
the fact that Spanish is the traditionall 
and predominant language used in Puer- 
to Rico. n?is amendmexit wil l  permit 
creditors to provide more naeansngful dis- 
closures to customers in o more efficient 
and effective manner. 
EFFECTIVE DATE: April 20; 1977, 
FOR FURTHER INFORMATION CON- 
TACT: ., 

D. Mwin Schmelzer, Chief, Fair Cfedit 
Practices Section, Division oi Con- 
sumer AfPairs, Board of Governors of 
the Federal Reserve System, Wash- 
ington, D.C. 20551,202452-2412. 

S~JPPLEMENTARY INFORMATION : 
On December 6, 1976, the Board issued 
a proposed amendment' to § 226.6ta) of 
Regulation Z which would permit the 
use of Spanish rather than English 
language Truth in Lending disclosures 
in Puerto Rico. The proposed amend- 
ment required that English language 
disclosures be provided upon' the cus- 
tomer's request, eith9r in substitution for 
the Spanish disclosures ti2 as additional 
information in accordance with § 226.6 
(c) .  

The purpose of this proposal was to 
conform the Truth in Lending Act's dis- 
closure requirements to language use In 
Puerto Rico where the pervasive and 
dominant language is Wanish. The pro- 
posal recognized the uniqde s & & ~  of the 
Spanbh language in PuerBoW E&,o as 
reflected in the Board's examinatidin of 
case and statutory law and statLttca1 
data derived from census materials. This 
proposal was published for comment on 
December 17,1976 (41 FR 55198). Twen- 
ty-flvle comments were received. The 
comments supported the idea of provld- 
ing Spanish language Truth in Lending 
disclosures. 

-

" FEDERA. . 
Based upon the Board's 'independent 
analysis and upon the comments re- 
ceived, *)Board has concluded that 
Spanfsh rather than English language 
disclomkes may be funiished to cus- 
tomer# Ln Puerti, Rim. 

Pureusnt t0 the WthoPlty m t e d  in 
15 U.S.C. 1604 (1968). the Board amads 
12 CFR Part 226 by adding a new para- 
maph to O 226.6(a) to re@ as follow8: 
§ 226.6 General diedoeure requiremente. 

(a) Dbcloswes; general rule. 
AU disclosures required to be given by 
this Part shall be made ib the English 
language except in the Commonwealth 
of Puerto Rico where disclosures mgy 
be made in the Spanish language with 
English' language disclosures provided 
upon the customer's request, either In 
substitution for the Spanish disclosures 
or as additional inf'ormation in ac- 
cordance with O 226.6W 
By order of the Board of Governors, 

April 11,1977. a 

GRIFFITH L. GARWOOD. 
Deputg Seme taw  of the Bocuul. 

" (FR Doc.TI-11348 Wed 618-77;8:45 am] - 
3, [Reg. 2; Docket No. k-0008) 

PART 226-TRUTH IN LENDING ' 
Amendment to ~egulation'~ Concerning 

Variable Interest Rates 
AGENCY: Board ~ ~overnors of the 
Federal Reserve System. 
ACTION: Final rule. 
SUMMARY: This rule requirt?+ creditors 
to make certain additional disclosures 
when variable interest rate clauses me 
used in credit transactions. It requires 
disclosure of the fact that the annual 
percentage rate is subject to increase, the 
conditions under which an increase may 
occur, the manner in which an increase 
would be effected, and in some cases, 
information on the effect a rate increase 
would have on the payment amounts 
and/or maturity of the obligation. This 
rule was adopted in view of the increased 
use of variable rate clauses in credit 
contracts and the consumers' need for 
more information about them. It  is in- 

 tended to promote consumer under- 
standing of thdoperation and effect of 
variable rate clauses. 
EFFECTfVE DATEX October 10. 1977.
FOR FURTHER INFORMATION CON- 
TACT : 

D. Edwin Schrnelzer, Chief, Fair Credit
Practices Section, Division of Con- 
sumer AfXairs. Boar- of Governors of 
the Federal Reserve System, Wash- 
ington, D.C. 20551, 202-452-2412. 
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principa?, or certain opti 
transactions. 

a uations in which the 
IL 20, 1977 



centage rate does not 
financing and does not 

which were not intended $0 be covered. 
e.g., a series of sales in w 'ch the annual 
percentage rate on a pur 7 hase may be 
reduoed when a subsequent purchase ex- 
tends the term of repayment far the firsk 
purchase to coincide with thttt of the 
second. It also avoids misapprehension by 
creditors whose contracts prdvide only 
for rate increases that they wduld be re- 
quited to show the effects 04 rate d@- 
creases. I 

I t  should be noted that e amend- 
ment by its terms applies to "% creases in 
the annual percentage rate f ther than 
increases in the contract h&t rate.. 
Since interest is a componeot of the 
finance charge, increases in the interest 
rate would cause the annual bercentage 
rate to increase. 

(2)  The scope of the provision h& also 
been clatiAed by means of a footnote 
stating that it is not triggered by con- 
tracts permitting a higher rate of inter- 
est upon default, acceleration, late pay- 
ment, assumption or transfer of property. 

(3)  The requirement of showing hy- 
pothetical examples of the effect of rate 
.changes has been limited to transactions 
in which a s e c ~ i t y  interest is taken in 
real property used or expected to be used 

, qs the customer's dwelling. This change is 
designed to provide information on the 
Cffeck of rate changes in those transac- 
tions in which such information will most 
clearly be of the greatest importance. 
Typically, 'transactions involving a cus- 
tomer's dwelling are for large amounts 
and lengthy maturities. The requirement 
of giving the hygothetlcal ex~mples has 
been deleted for three types of transac- 
tions : tr'ansactions primarily for agricul- 
tural purposes,-tra&.actionslin which the 
substantially equal fnstalments do not 
include repayments of principal, and op- 
tional insurance agreements made PW- 

The second class of trans 
'would be expected from the 
of disclosing hypothetical 
I F E D E R A L
I C 
language of the earlier version 

rate disclosures. will already have been 

It  should be noted th t in these three 
types of transactions, t he hypothetical 
examples of B 226.8(b) (8) (iii) and (iv) 
need not be given. butlthere must still 

which the change q a y  be effected 
( §  226.8(b) (8) (i) and (li) ). 

tract or, if there is no quch limitation, a 
change of one quarter $f one percentage 
point. The proposed iamendrnent has 

consumer in demonstrqting the most ex- 
treme incremental chhnge possible, it 
would have the unddslrable effect of 
making a contract which sets limits ap- 
pear less favorable thlan one in which 
the increases are unliqnited. The Board 
believes it is preferabld to have all cred- 

(5) In a minor chafige, 9 226.8(b) (8) 
(ii) was revised to mdke it clearer that 
if rate changes can be effected in more 
than one manner te.g by increasing the 
payment and lengthedng the maturity). 
this fact will be discloged. 

Accordingly, in consideration of the 
foregoing and pursuant to the authority 
granted in 15 U.S.C. 1604 (1968). the 
Board amends Regulation Z. 12 CFR 
Part 226, effective October 10. 1977. as 
follows : 

1. Section 226.8Cb) would be amended 
by the addition of sut>paragra~h (8) as 
follows : 
$ 236.8 Credit o~herl than open end- 

Specific Disclosuncs. 
a a 

(b) 
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additional dis 
(i) The fact t 

age rate 1s subje 

is tied; and (B) any li 
increase ; 

(ii) The manner( 
crease in payment 
scheduled periodio 
amount due a t  ma 
increase in the an 
may be effected; 

(iii) If the obligation i repayable in 
substantially equal instaAents a t  sub- 
stantially equal interva (including 
those obligations providin for "balloon" 
payments) and the incre e could ba ef- J 
fected by an increase in th$ periodic pay- 
ment amount, a statement of the esti- 
mated increase in the amount of the pay- 
ment caused by a hypothetical immediate 
increase of one quarter of one percentage 
point, based upon the number of sched- 
uled periodic payments and original 
amount Ananced disclosed a t  consumma- 
tion; 

(iv) If the obligation is repayable in 

9 226.6(g) and is not a re nancing under 
1 226.8(j). 7 
- The disclosures 

in which disclosures are lmade pursuant 
to 9 226.814. 
5 226.810 [Rescinded] i 

2. Interpretation g 22 .810, previously 
issued by the Board, is re f cinded effective 

10. Fhr thle purpose, the phrase "prospec- 
tlvely subject to lncressew doe8 not.apply to 
increaaee ln the annual percentage rate upon 
such occurrences aa default, acceleration, 
late payment. assumptlon or :transfer of 
property. 
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RULES AND REGULATIWS - 
Chapter VI .of Title 12 of the Code of . 

Federal Regulations 'ls amen- 
Vising S W l ~ 0 .  614.4345. 614.4354(8), 
and 619.9200 as ~OUOWS: -Y 

8 614.4340 Ccneral. 
October 10i 1977, inltsmuch .as the 
amendment, to O 226.8fb) of the Regula- 
tlm makes-this interhht ion unneces- 
sary. 

By order of the Board Of Giovernors.,
April 11,1977. 

GRXFFITH L. G~BWOOD, 
Deputy Secretary oj the Board. 

[FR Doc.77-11410pTled 4-19-77:s :46 am] - 

CHAPTER VI-FARM CREDIT 

ADMINISTRATION 
PART 614cLOAN ~ L I C I E S  AND 

OPERATIONS 
PART 619-DEFINITIONS 

AGVCY: Farm Credit ~dministration. 
~ ~ 1 1 0 ~ :  m a 1  Rule. 
s U X ~ R Y .  This rule amends the regu- 
lations governing loss sharing agree- 
ments which Farm Credit banks and 
associations may enter into with other 
institutions of the Farm Credit System, 
and the lending h i t s  established for 
banks for cooperatives. The amendments 
to the loss sharing agreement provisions 
are being made to distinguish between 
general loss sharing authority and spe- 
ciAc authority for loss sharihg to protect 
against capital impairment. m e  amend- 
ment to the regulations covering lending 
limits for banks for cooperatives is being 
made as a result of a task force study 
which pointed up the need for a clearer 
definition of "single credit exposure" 
which would be generally applicable to 
the lending operations of the banks for 
cooperatives. 
EWFECTIVE DATE: April 6, 1977. 

F ~ R  FURTHER INFORMATION CON- 
TACT: 

Jon F. Greeneisen, Deputy Governor, 
Ofilce of Administration. Farm Credit 
Admfnistratidn, 490 L'Enfant Plaza 
SW., Washington, D.C. 20578. (202- 
755-2181). 

lmmmmmTARY INFORMATION : 
The Fsnn Credit Administration, by its 
Federal Farm Credit Board, took llml 
action on amendments to its regulations 
which would: (1) Specify the types of 
loss sharing agreements which may be 
entered into by Farm Credit banks and 
associations; (2) speciiy the type of 
guaranty agreement which may be en- 
tered into by Farm Credit banks and 
associations; (3) specify the factors 
whichme relevant to a determination of 
single versus separate credit exposure.; 
and (4) redefine loss sharing agreements. 

By a notice published in the FEDERAL 
REGISTER On March 3, 1977, interested 
persons were afPorded the op~)ortunity to 
Ale written comments or suggestions on 
these amendments. No comments were 
received and the Federal Farm Credit 
Board therefore adopted without change 
the regulations published on March 3, 
1977. 

KENNETH J. AUBERG~R, 
Acting Governor, 

Farm Credit Admtnistration. 

(4) The 37 Barn Credit banks.. 

party to such agreement; 

bank with production credit associ 
in its district, and with other F 

vising bitnk, by a production credit 
-sociation with other like association 
its district. 

operations and funds fl 
(3) Strength and di 

equity holders. 
(4) Ability to generat 

A contractual arran 
which the parties agree 
associated with loans or 
may be provided for in t 

Farm Credit A d  
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