8 tocu.-z
B Y

again mmasupool pl?n?l:nmaﬂ‘::
basiso!ahinmen

2. In §10685.13, paragrephs (o,) and
(b)mmlsedtomdufollows

§ 1065.13 Producer milk.
*» » [ ] *» L J
(a)  Recelved at a plant directly
mamwa%
mcmaa.um- by
in uoesnca tmmpmducquinem
ot the quantlty delivered 10  pool plants;

. * 2> . .

% am gubhtract froin the ‘pounds of

At

8, ;&»mss.ﬁ. peragraphs (@) (8) (1)

Poolplum. -y %313} dre- revlaeﬂ w read ol
v fouWﬂ'

(M A s 1065.44 Cluulﬁhﬁo nf rod
volume ‘of = " oh podes
mmﬁmmuk‘l‘ RN R ] ] ] .
mmﬁ @

to :g!m ther (ggx.&;) X t the ab ulb
or G NW rom the above res
operator of the ’“ﬁ’f’” ﬁ no Ieas the e pounda of skim ‘milk in
than 40 Ma A pillk m ‘whall of the‘pahdler
recejved a stich' plant frbm -farm= -, lw,gr ﬂnld mik products
ers (mcludmg mcetnts of pmduoer mﬂk f . pool plants of wther handlers, and

~ bulk ‘finid, .progucts from other or-
' 'in der: planti that werenot.subtrasted pur
suant to- haraamm @YD) of thh
- sectioniand
ﬁ E - L 8 [ ]

;.' 381‘11
ﬁh\ Cll !l u-

: 0' !

e g ‘-'. ‘.
gm 1-19.«8:&1-. d1, oh mn«d mmc

Eﬂwﬂve duw Aunuat 1. IS'W.
Blgned at Walhmtm D.c ol July 21,
- Roszar H. Mgves,
Assistant Séoretary l
riketing 8
{FR Doo.77-31856 Filed 7-36-77;8' dp/ml

Title 32~-Banks and 'B:nklng

. CHAPTER I+—FEDERAL RESERVE SYSTEM

[Reg. %; Dodket No. R-0073)
PA‘R'I' 226--TRUTH IN LENDING

v

Cash, Check, or
Slmlm a'mm ﬁxm:{lon .From Dlls('clo-
sure as Finance Charges::

AGENCY! Mﬂr&l Reaerve System.

v Am l"lnul amendments.

fluld © ¥': These.amendmenta clarify

pm'suant to ] 1085&3&) :
. . » » . » »
G. In §106546, paragraph (d) is re-
vleedtomdastonm

¢ mﬁmmn;um admi:h;mm:or‘- ve-
announcem: eoneeming
clauiﬁenﬂon.

(d) On or before the 13th day after
the end of each month, report to each
oogperative associstion which sq muesta
the class utllization of producer milk
eceived by each handler fram & coonera-
fhoim membemat the

3. In §1085.4], paragraph (B (1) 18 > .: m .

revised to read as follows:
8 1065.41 alu-iuknm.

N\ '] »

(b)...

$3) ’rwopewent of the skimmmﬂk’;lig P ?
| “the p]‘qg_‘_,,‘_l.‘ 10 CGDER

butterfat, iespectively,
(exaud%am il.iw' >

handler deuoubea m

§ 1065.8(0) );

[ ] L » | J

‘4 muoos.42 thesemlcolonatthe
Mged, to. .

end of paragraph. (a)(1) :
a period; the paxd “a.ml.’!{l
llowins I deleted;

é:;t(m is revoked; and the ipty d

ustory
rh (a) is to
ot nam:-a [} revmad read .

3¢ 14th day after
not less than the
milks. at. eun:torm price
‘tghut differential
4 nppucnble at the
ving: handler'a plant,

’ Ymen pursuant to para-
snpﬁdz (1) oimx%ag m“ésm~ .p
| ] b E [ ] .

&,

the«conditions under which merchants
wht o!tet discounts for payment by cash,
‘means, rather than by

’ ore(m md, -are exempt from disclosing

ag. finance charges. The

: amendmenu implement Pub. L. 94222

fllegal untﬁdm % 1675, and
are. »
provides that discounts qualifying fov

. non-~diselosure shall not be considered a

charge for credit under State usury, dis-
closure, and other credit laws,

EFFECTIVE DATE: July 20, 1977,
FOR FURTHER INFORMATION CON-

" TACT:

D. Edwin Schmelzer, Chief, Fair Credit
Practices 8ection, Division of Con-
sumer Aflairs, Board of Governors of
the Federal Reserve System, Waahms-
ton, PIC, 20651 202-452-2419,

SUPPLEMENTARY INFORMATION:
On December 28, 1976 the Board pro-
posed to amend Part 326 m,esulaﬂoam
to implement changes
made by Pub. I.. 84-222. One of the pur~
{»haeq of that law was to oluxx!v the fact
t section 167 of the Truth in Lending
Act (15 U.8.0, 1666(£)) was intended by
Cangress to exempt from’ dlaclosure cer-
tain discounts glven to customers paying
by cash, check, or eimilar-means, bt was
not mtendeq to provide a similay axemn-
tion for surcharges imposed upon
of credit cards. ?ut» L. 984-222 not onls
stated that surcharges do not qualify for
the section 167 exemption from disclo-
sure, but alsa prohibited the imposition
of surcharges on the users of credit
cards for three years. The clarifying
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statutory amendments also provided that

any discount qualifying for non-disclo~

sure under section 167 shall not be con=~

sidered a charge for credit under State '
usury, disclosure, and other credit laws.

DiscussioN or MAJOR COMMENTS

Most substantive comments focused
upon three areas’of concern. First, it was
suggested that “regular price” be rede-
fined s0 as t0 impose 8 more subjective
standard than proposed. Commenters
proposed definitions related to the price
that & merchant expects to recelve with-
out taking into account the method of
payment which a customer uses. The
Board has carefully consid the alter-
native ways of deflning “r ar price,”
since any meaningful and pragtical dis-
tinction between a discount ahd a sur-
charge ultimately depends upon estab-
lishing the standard, intermediate price.
It is of paramount importance that how-
ever “regular price” is defined, it provide
sufficient certainty for those who wish to

Joffer or take advantage of discounts. The .

Board beljeves that an objective defini-
tion of that term will better encourage

merchants to offer discounts to their cus- -

tomers, and will facilitate enforcement of
the Congressional prohibition of sur-
charges. Consequently, the Board has
decided to leave the proposed definition
of “regular price” essentially unchanged.

A second area of concern involves
potential confiicts with State law. A num-
ber of States .require disclosure of the
“cash price” or “cash sale price” when
goods or services are purchased on credit.
Commenters indicated that such laws
may mean that periodic billing state-
ments would have to disclose two prices
for each transaction, one of which (cash
price) may not be readuy available to
the card issuer. To the extent that this
presents a problem, the Board does not
believe the problem arises from require-
ments imposed by cither Regulation Z or
the Truth in Lending Act. Any needed
remedy would be more appropriately
fashioned by the governmental body im-
posing the requirement.

One commenter suggested that an-
other area of potential oconfiict with
State laws may exist to the extent that
such laws prohibit or restrict the posting,
advertising, or disclosure of gasoline
prices on service station premises. Reg-
ulation 2 requires that the availability of
& discount be “clearly and conspicuously
disclosed by a sign or display posted at
or near each public entrance to the sel-
ler's place of business * * ** (§ 228.4(1)
(1) (1)) . Because the suggested conflict
does not affect retailers generally, the
Board believes that it would be inappro-
priate to deal with such an issue within
the language of Regulation Z itself. The
concerns which have been voiced by oil
companies can be better resolved by offi-
cial staff interpretation of § 228.4(1) (1)
(i) as it applies to gasoline service sta~-
tions.

The third major concern of commen-
ters was that the amendments appear to
distinguish between whether or not credit
is being extended to finance a transac-
tion, rather than whether or not a credit

v

+

~dej “Very use
de, ttlon y, tied, b :

cardwbemausqdbg

%.

simnar mem. Aa

an open eng-oredit ¢

to include“verbal aralw eh
mg;l,levlcix; thougll: 1?1392{4 eﬁgam L 48 I
physically used .
transactions that involve ten
of credit on anopenehd gt
use of a personal chitick (averdratty
advance check, or- similar '

ing Act,
EXPANATION OF Almmum

The amendment makes g vaﬁety of.
changes in and additions to Régulatfgn Z .

Definitions of three :new -terrhs,

.The Board believes tht its giriendi em | m 5
-in all sallent’ provlsions. reflects;the Jan« Jtered frs t
guage and import of the Truth in Lend-

count,™ usurchme.n md “regular pme n af.

are added to § 226.2.

An explanatory robtuote is added to -

§ 226.4(1) (1), minor, olarifying changes

are made‘ in §8 2264) (1245 411
(i), 4() @, and 226135 ), 'and gax.

a technieal modHfication ismpdein §226.-
5(a) (3) (). A new serifence in.§.226.4(D
(!1)) (41;1). & substitute paragraph § 326.4
®)(

added to § 226.4.(1).

1. New definitions.—Three newly-
defined terms—“regular price,” “dis-
count,” and “surcharge"——are added to
§ 226.2, When.read in conjunction with

those definitions, § 226.4(1) provides that .

only discounts and not. surcharges qualify
for the exemption from finance charge
disclosure contained in § 187 of the Truth
in Lending Act. The definition of “dis-~
count” read together with that of “regu-
lar price” is intended to clarify that the
price differential resulting from a pricing
system in which the merchant tags or
posts both a credit card price and a cash
price is a discount whieh qualifies for
non-disclosure under § 167,

The final definition of “fegular price”
has been modified in two respects. First,

some restricturing has been dfone for the .

sake of clarity with no substantive
change intended. 8econd, the phrase “by
use of an open and credit card account,”
along with a limitation on the scope of
that phrase, have been subatituted for
the jterm “credit card purdhases.” Fre~

quently people are given an oprortunity ..

to purchase some item by mail or tel¢-

phone order, and have the qption of pay-
ing by use of their credit card account.
Due to the lack of perspnal contact in
the transaction, howéver, a person’s
credit card is not physicglly used to ef-
fect payment. Most commonly the per-
son will supply only the number. identi~
fying the underlying credit gard aecount.
It is the Board's intent to permit non-
disclosure of discounts offeréed for pay-
ment by cash, check, or similar means

in such situations. The phrase “by use’

of an open end credit card account,”

and a new paragraph (6) are .

“regular

" Under the déipitions 'lof;_ ; mmar
nrljlce » "disco;mt /' ghd «* IRe,"
les. of

a single p1 wh”io Ischa!w! r-eredi
card purchases and.offers:g-8
discount’ off- this. price it yment -
made by cash, check; or similaram

2. Merghant [iosts or tags. doads"imh
both a credit card price and a price for
payment by -cash, check; or -gimilar
means. which-is no-more than: five: per
cent lower than the credit card price:

3. Merchant: does not tag or post
rrices, but offers purchasers’ paying by
cash, check, or similar means g price
which is no more than-five per cent
lower than that oﬂered to credit. card :
purchasers.

Any pricing system in whick the only
price tagged or nposted:is a cash price
which is not availible to ‘somieone byr-
chasing with a credlt card wonld Invol.ve
a “surcharge” and would, theretore.
Allegal until February 27, 19’1g S

2. Minor’ cwminy (i aa.«-'—'rhe
amendments-add-p, footngtesto .§ 2264
() (1) “'which mniﬂs ‘the meaning-of the
phrase “use-of an+dpen -end erédib card
account” in’ the same mabner as dis-
cussed in the definition of “regular price”
above, The term “regular prlce" ha.s been
sybstituted for-the’ ?hm e
or advertised price” in &226.4(1)‘(1) @
to insure, unijform B plication of. defined
terms. The Board: belleves: ‘that if. the
1ce "&If ‘nd.v included” gales and
other related taxes (e.g., in ‘pricing of
gasoljne at service stations), then the
discount may be calculated on thé basis
of such “gross” selling price, =~
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) 'l'he m
charge” is

167 of the Truth 1 Lending Aot shall, b

in addition, not be cohsidéred & charge
for credit for purposes of State laws.on
usury, credit cost disclosure; ahd permis-
sible grodltthchmes. The only ghange
made from the proposed version of para-
graph () is the elimination of the-words
“for cash” since the discount would also
be applicable t0 payment by check or

6. Technical modification~Due to the
fact that a footnote was added to ¢ 226.4
(1) and numbéred sequentially as
“5a,” the existing footnote designation
in §226.5(a)(3) (i) has been changed
from “6a” te “5b.”

C. TexT OF AMENDMENT

Pursuant to the authority granted in
15 U.8.C. 1604, and to implement Pub.
L. 94-222, the Board amends 12 CFR
Part 226 as follows:

1. Bection 226.2 is amended by adding
new paragraphs (tt), (iu), and (vv) as
set forth below:

§226.2 Definitions and rules of con-
struction.

. [ ] » L ] L

(tt) “Regular price” means (1) The
tag or posted price charged for the prap-
erty or service if a single prtce is tagged
or posted; or (2) The price charged for
the property or service when payment is
made by use of an open end credit card
account { either (1) No price is tagged
or posted, or (li) two prices are tagged
or posted, one of which is charged when
payment is made by use of an open end

—

B e

tot

4 d% é;.‘ :

gy

e

5 926,41 mamended a8 mlows
agraph (1) (1} dsmended
#5a" diter the: word ‘
is physically %’:‘ﬁ%ﬂ"’f‘ﬂ Mg:fé'ﬂ}
) : »;: 4 ” o 0
viio note A ﬁé'tas_;qnm.

ke of Fils sogtice, pa by

anm.-umen

wnm"mmmtmm dabmnﬁoramd -

holder's-open end -aocount -shall not be con-
sidered psymenfmm by use of that
acnount. . )

el»et’n‘“ .
vertised and suhstltutlnz thmtor the

©.. Paramph mu)(m) is amended-

by:
1. Changing the phrase, “the availabil-

ity of a discount for payments in cash

must be clearly and conspicuously dis-
closed” to read as follows: “the avail-
ability of such a diseount must be clearly
andmspicuouaxy disclosed;™ and

2. By adding at the end of paragraph
() @¥(itf) & new sentence as follows:

* # 7 a price other than the regular
price, as defined ‘in § 326.2(tt), is dis-
clesed in an advertisement, telephone
contact, or other correspondence pro-
moting goods or services for which such
& discount is offered, than the advertise-
ment, telephone contact, or other cor-
respondence shall also indieate that such
price is'not available to credit card pur-

hasers.
Paragraph 1 (2) I8 amended by
de‘ztmg the words “for cash.”

e. Paragraph (1) (4) is _deleted and

new paragraph (1) (4) as follows is added
in lleu thereof:

» » * L ] L ]
(i) * &8
(4) No creditor in any sales trans-
action may impose a surcharge. This
paragraph shall cease to be effective on
February 27, 1979.
f..New paragraph (1) (6) is added as

"follows:

[ ] ® L] ® »

wm;mum. :

tot,, _a Section 226 (a.uam fggﬁrm&g :
*'“59." and inserting, in ueu i:hmof.
¥ g22613

§226.5 [Amelided]h

deleting thé - footh o

the - |
designation 5h”,
{Amended)

4. Section 226.13¢1) (1) (1) u amsﬁded
by deleting the word “c

pears immediately before i word dis
coun :

By order of the Board of Govemoru.
July 20, 19717. -

TrEODORS E. AI-!-!SON.
. Secretary of the Bogrd.
[FR Doc.77-21676 Filed 7-26-77;8:45 u_m1

suacmmn rznﬁ?.“gs&'\'m - oF
uug Z; FC-0094—FC-0089]

PART 226—TRUTH IN LENDING
: Official Staff interpretations

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Official Staff. mterpreta-'

- tlon(s).

SUMMARY: The Board is pubusmns
the following official staff interpreta-
tions of Regulation 2, issued by a duly
authorized official of the Division ot
Consumer Affairs.

EFFECTIVE DATE: July 26, 1977,

FOR FURTHER INFORMATION CON-
TACT:

D. Edwin Schmelzer, cmef Fair
Credit Practices Sectlon. Division of
Consumer Affairs, Board of Governors
of the Federal Reserve ystem Wash-
ington, D.C. 20551 202-452-2412.

SUPPLEMENTARY INFORMATION:
(1) Identitying details have been de-
leted to the extent required to prevent &
clearly unwarranted invasion of per-
sonal privacy. The Board maintains and
makes avallable for public inspection
and copying a current index providing
identifying information for the public
subject to certain limitations stated in
12 CFR Part 261.8.

(2) Official stafl interpretations may
be -reconsidered upon request of inter-
ested parties and in accordance with 12
CFR Part 226.1({d) (2). Bvery request for
reconsideration should clearly identify
the number of the official staff interpre-
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tation in question, and should be ad-
dressed to the Secretary, Board of Gov-
ernors of the Federal Reserva System,
Washington, D.C. 20551.

(3) 16 UB.C. 1640(D).

§ 226.15(a) . Two sides of & single page may
be used when making consumer leasing dis-
closures in a combined contract-discliosure
astatement.

; Jonx 20, 1977,
‘ This is in response to your letter of * * .,
which requested an official staff interpreta-
tion of Regulation Z. You inquire whether
§ 226.16(a) (1) permits, where the lessor has
combined the consumer ledsing disclosures
and the lease contract, the use of two sides
of a single page, if the required distlosures
are made together and above the place for
the lessee’s signature.

It 18 the staff’s opinion that § 226.18(a) (1)
permits the use of two sides of a single page
when making the consumer leasing disclo-
sures required by § 226.15(b) In a combined
contract-disclosure statement. As you point
out in your letter, § 226.16(a) (1) should be
contrasted with §226.8(a)(1). That sub-
paragraph states that all Truth in Lending
disclosures for a consumer credit transaction
must be made “on the same side of the page
and above the place for the customer’s sig-
nature.” (Emphasis added.) Section 226.15
(a) (1), on the other hand, states that “Al
of the disclosures shall be made together on
® * * [t]he contract or other instrument
evidencing the lease on the same page and
above the place for the lessee’s Ssignature
¢ ¢ o (Emphasis added.)

You state in your letter that the signature
must be at the end of the second side to ful-
fill the requirements of § 226.15(a) (1). While
that may be true if both sides of the single
page contain required disclosures, it is the
stafl’s opinion that compliance with § 226.15
(a) (1) may also be achieved by placing the
lessee’s signature at the bottom of the first
side, so long as all the required consumer
leasing disclosures are made together on the
first side of the two-sided document. This
would permit the placement of the signature
on the first side of the page and the incorpo-
ration of other non-disclosure contract pro-
visions from the second side into the body of
the contract in those instances where opera-
tional limitations (e.g., the use of carbons
to make multiple coples) would dictate the
use of a signature on the bottom of the fAirst
side. It should be pointed out, however, that
there 1s no signature requirement in the
regulation and that the requirement that all
the disclosures be above the place for the
lessee’s signature applies only where, for
contract or evidentiary purposes, the lessor
wishes to have the lesseq sign the combined
contract and disclosure document.

This is an official etaff interpretation of
Regulation Z, fssued in accordance with
§226.1(d) (3) of the regulation and limited
to the facts as'outlined heretn. I trust this
is responsive to your inquiry.

Sincerely,

JERAULD O. KLUCKMAN,
Associate Director.

$226.16(b). Proper methods of disclosure
of security interests under §15(b)(9) in
consumer leasing transactions.

JUNE 20, 1977.

This 18 in reply to your request for an of-
ficial staff interpretation clarifylng the mean-
ing of the security interest disclosure require-
ment in Regulation Z, § 2268.18(b) (9), per-
taining to consumer leases.

You indicate that your bank makes loans
to leasing companies and takes assignments
of consumer leases generated by those com-
panies as security for your loans. You are

RULES AND REGULAHIONS .

s it o S e
‘eitzhmbct;bn‘;of'mw gulstian: ¥
describes four. different Eftids. of
that elther are béthg mada:ol i,

requiremen

be interprated to req € Bologure
when the lessor takes a sesurity ititerest

1. You' that §236.18{b)(8) might .

‘in

property other than the leased’:goods; You- B

question. whéther this ‘{s morhial: busineds

practice as well as whether 1t 1 the-Intended - ’

meaning of the regulation::. - .

‘As in the case Of credit-transactions, the

purpose of this requirement in thie Gonstun:
Leasing Act and in the regulation is to.assure
that consumers are aware of when their de~
faults might affect their continued right to
possession and usé of property. The-ataft
can find no indication in' the legisiative:

history or elsewhere that this"disclosure fs.
applicable only when the- lessor takes &a*

security interest In other than the
leased goods. The fact that a lessor has taken

8 formal security interest in the.very goods

which were leased may not. give the legsor
any significant additional righta to those a
lessor would normally enjoy; but the lessor's
status as a secured party under the Uniform
Commercial Code, for example, ¢ould affect
the leasor’s rights and duties with respect
to the procedures for retaking the Boods' on
default, or with' respest to:the consumeér's
liability for & defictency judgment. Conse-~
quently, staff concludes that; disclosures must
be made wheth;y the security interest is in
the leased prop or in other property.

9. As another approach, you Indicate that
some leases disclose that a third finan-
cler will take e security interest in the
lessor's reversionary interest in the goods and
in the lessor’s right to payment under the
lease itself. This presumably refers to com-
merclal security interests in the lessor’s re-
celvables retained by banks or others who
make commercial loans to the lessors.

By the explicit language of § 226:165(b) {9),
however, a security interest need be described
only when it i3 “held or to be retained
the lessor in connection with the lease.” The
concern of the regulation is with interests
security the lessee’s abligation to the lessor,
and not with secondary security interests
in the chattel paper held Ly commercial
financiers. The staff would conclude, there-
fore, that the disclosiire of third-party secu-
rity interests is inappropriste.

3. Apparently, State law In your area re-

the
owner,” and the legsor as the “legal owner.”
These are the same designations that would
be used to deacribe the debtor and creditor
in a traditional credit sale. You indicate that
because of this requirement some lessors are
disclosing the existence of a security interest
In the leased vehicle whenever the lessee
13 designated the * owner.”

4. You also indicate that some lessors ave
making a blanket statement that & security
interest as defined in the Uniform Commer-
cial Code, or as deflned in Regulation Z, is
belng retalned, and that such statements
reflect an “excess of caution™ by lessors who
are uncertain whether a courf might later
treat their transactions as security interests
under either of those definitions.

These latter two types of disclosures share
common characteristics, In both, the lessor
apparently does not intend to take a formal
securlty interest in the leased goods,and does
not contract for one in the lease agreement,
(Indeed it would be somewhat inconsistent
with the lessor’s desire to enggge in “leasing”
transactions to do so.) Rather, these lessors
are apparently fearful that courts might
subsequently find that elr leases fall

themselves 1
:_l;%y do not’:?:‘aap%o

tainty 15 so gréat that lessors cabnof make
safe judgments;'Since the Truth Ih Lendi:
Act first ‘went ‘Into effect tn' 1909,
have had to make-similar fGdgment:
::;lthuot;nbtthmw TanEuAio
thin the deflnition of ‘credit sile™unider-
:ﬁmarﬁl(lt') “"’5“’“”"«3"“‘ nqﬂmag
] rangs. of Truth in Lending credi

- We appreciate that, with the limited ﬂe%”
Just deacribed,” there ma ‘be._relatively fow
Instances in which Arup’ ;;W mmﬂw ' to
ty interest Yorest dﬁm :;Nm
Lessing Aee-usgeata a1y infent t6 ré-char
or contalning & securlty interest. Those de-
terminations rémain within 4he province ot
State Jaw and the egreemert of the paities,

This 15 an official staff fnterpretsition” of
Regulation Z, issued - it - aecordance “with
§226.1(d) (3) of the ‘Tegulation and-Hmfted
in its applicability to the facts and issues
outlined herein. We trust it is responsive to
your inquiry,

Bln.cu'ely- 3 . .
: ERAULD C. KruckMmaw,

1226.89(g). The 8(g) disclogures. constitute
;z.l;(oi;he,r matoterlnm;ldmm_um;rgmed_ to

a) 80 as n running @ rescige.
‘#lon period; the 8(h) disclosures along, how-
ever, are thsuficlent. . .

§ 226.8(h). The 8(g) dhelmeonqututo
“all other materlal disclosures™ -yeferred: to
in 9(a) so as t0.begin running of the rescig-
slon period; the 8(h) disclosures alone, how-
ever, are insufficlent. . . i )

§ 2269(a). The 8(g) disclosures constitite
“all other material disclosures” refarred to
in 8(a) so as to begin <of the.rescis-
sion period; the 8(h) disclosures alone, how.
ever are insufficlent. Right of rescission aps
plies to each transaction.on an -open- end

account. . .
_ Jovy 8, 1077.

This 18 n reply to your lettér of . *, in
which you request an official staff Interpreta-
tlon concerning the opséfatidns of your client,
& company selling bullding materials to cus-
tomers who construét their own homes; Pur-
suant to & written agreement, the company
pmld&the-. customer with the materials
neede bulld tha *basic home.” The cus-
tomer agrees to pay in full within thres
years from the first delivery of materials, and
the obligation is recured by the home being

FEDERAL REGISTER, VOL. 42, NO. 144—WEDNESDAY, JULY 27, 1977



ﬂs&ﬂon e pany:
wili"provide tho with & notlee ‘of
the rescission rxgﬁt as required by §226.9.
The company will send thé’ nottee to the
customer upon recelpt. of th‘a customer’s
order for additional hgtas) ingerting a

date tn the noticé for the end of the resels.
sion period eix days from the -date it malls
the notice to the The y

.cu'stemer compsan
wili delay shipping: the additiondl material
until three days following the expiration of

. the customer's rlght ~t0 rescind. The ons+
tomer will be ad t, in those instances
where the amo ofan nddltiona.l purchase

will not be added to the amoiint secured by
‘the home, no notice of rescission will be sent,

It 15 stafl’s opinion that the ures

deacribed .above comply with. the require-

ments of Regulation:Z, provlded that .the

estimated- dates inserted in ithe §2288(b)

notice ANd the delay for shipping make full

allowancs tormam,n time. It has lorig been,
stafi’s ‘pogition that. eech transaction on an
open end account secured by the customer’s

home is subject to the right to rescind. Con-
sequenftly, ‘the’ §226.8(b}) . notice should be.,
provided in each case, and the company
should -delay its performance (i.e. shipping
of the additional purchases)  in-accordance
with § 2268.9(c).

In those States In which the company s
precluded from utilfbing an open end credit
plan, it will structure its practices to comply
with §§226.8(g) and 226.8(h). At the time
the customer enters the contractual relition-
ship with the company, he or she will be in-
formed of the right to make additional pur-
chases. The company will requlre the cus-
tomer’s approval of the annual percentage
rate to be applied to the additional purchases
a8 well 88 the method of treating any une
earned finance. on an existing out-.
standing bilance In computing-the finance
charge. We “inflerstand that the company
retains no sécurity-intérest in property for
which 1t'bas received paymenits equaling the
sale price of that property plus sny finance
charge attributable thereto. -

When the customer indicates a desire to
exercise the optiofi, the company malls
printed information describing the addi-
tional items avafisble, from Which it 18.pos-
sible to détermine the cash price, downpay-
ment, finance charge, deferred payment
price, anhual percentage Tate and the num-
ber, frequendy and ampunt of-the payments
with respect to any of the additional pur-
chases. The specific disclosures concerning
each such additional purchase: will be de-

. ita custoniers with printe

- of the Tesclssion

ﬂnﬁmwmmmms

86" provedures-for . the
ﬂwmohnmmcm-
tml!!l', urghasé’-of

roperly deln
/10 accordatic wm;lazps(c)
4D’ 226.9(s) provtdasv_ that the three-
trmmt 1 Hegl .,onthcnatome

‘ éinai 8 f .
whor"‘umdfg?' w
proyiglonk of 4 2268(g)

which. the“ltams

be de -this mormqttpn eommutes
the “other material disclosures” referved to

in §2269{a). The pu#pqse behind the re-

quirement that.the rescigslpn period begin:
Truth-in

only after delivery of the

Lending disclosured. 18 ‘to ensure ‘that the
customer’ has knowiedge of the meortant
credit. tetms and can properly evaluate
whetlief to continue with .the transaction.

_Bince the printed Information provided by

the eompany supplies these terms, the cus-
tomer should be in-a position to intelll-
gently choosd whether or not the transaction
should be ed..

. Stafy doed not believe, however, that the
intormation provided pursuant to § 226.8(h)
would uy itselt be sufficient to constitute the
‘“other material
§ 2260 (). The $326.8(h) disclosures con-
cern only the annual. percentage rate and

- freatment of unearned finance charges on

the existing .balance; they do not provide
enough information concerning all of the
important credit terms so as to allow the
customer to intelligently make a decision
con¢erning rescission, Of course, since your
client ‘will be making the disclosures listed
in both paragraphs (g) and (h) ‘of §226.8,
the customer will have the necessary irifor-
matlon to make. decision. .

In. the situation described above, where

M makes yse of both paragraphs
(g) and. (k) of §226.8, the rescission period
will begin upon. deuvery of the §226.9(b)
notice-io;s the customer. Since the conipany
will.delay shipping of the additional pur-
chases until three: days. foll g expiration
3d, comptiance with the

delay of performance ‘refuirements . of

. §2269(c) will be achieved, provided again

that full allowance has been made for mail-
ing timi# when. the company Inserts the dates
in the rescission notlce and delays shipping
of- the materials.

~This is: an official staff interpretation of
Regulation %, issued in accordance with
§ 226.1(d) (8) of the rgulation and limited to
‘the facts and issups presented herefn. I trust
this is responsive to your inquiry.

Sincerely,
JERAULD C. KLUCKMAN,
Associate Director.

§§ 226.808, 226. 810, and 226.8(b)—Where

_credit plan involves both varlable rates and

“uneven ' payment amounts, creditors may
combine procedures under §§ 226.808 and

diggjosures” referred to in -

B wntn:§240.8(h)

You indicate that your cuent mku con
sumer loans with repayment. terms- as
follows:

-.Consecutive equal monthly mm ts
pnncipal and cofisecutive monthly .

. ments of accrued interest. The raté of ;n-. -
terest shall be equal to 8'percent atiove the
prime rate of creditor in efféct froni-time to-
time for pinety-day 16ans to Substantial and
responsible commercial borrowers,

change In such rate to take effect "oit the
day (whether or not a business day) such -
changes in such prime rate shall become
effective; Provided, however, That the in-
terestmteshanatnoumebelmthsnelsht
percent per annum or exceed fourteen and
one-fourth percent per annum,_

Staff ‘beliebes that combmmg the duclo-
sures called for in §§ 226.808 and 226.810 1s
permissible. The basic approach cutlined in
your letter by which you plan to combine
the disclosures is satisfactéry. Unfortunately, .
due to limited time and resources, staff has
8 policy of not reviewing individnal creditors’
forms. Consequently, staff cannot state
whether the proposed languags you sub- -
mitted complies with the regulation in this

You also ask several questions rds&rdlng' .
the recent amendment to Regulation 2
(§ 220.8(b) (8) ) concerning variable rate dis-

closures. The améndment, as adopted, differs
from -the one “ﬁmpoud for comment in
October, 1076, I am enclosing a copy of
the press relaase and related Pmmn Regrs-
TER material which discusses thé’differences. -
Since your questions relate to aspects of the
proposed amendment which were changed
in the finel verslon, it would not be- useftl
to answer them. Instead, I would draw. your
attention tq the fact that § 226.8(b)(8), as

.finally adopted, requires disclosure of in-

formation relating only to incresses in the
annual pefcentage rate, rather than to both
increases and decreases. Information con-
cerning rate decreases may, however, be given’
a8 additional information " puy to
§226.6(c), 11 the creditor so desires. You
will alg6é note that § 228 9((b) (8) (1) and
(1v) require that the etical ples
showing the effect of & rate change be

on an increase in the annual percentagh rate -
of one quarter of one percent, whetlier of not
the credit contract provides for umltntlons
on the rate. o
Section 226. s(b) 18) becomes effective on
October 10, 1977, and Board Interpretation
$ 228.810 will be rescinded on the same date.
Accordingly, your client may thereatter com-
ply with the requiremients of § 228.8(b) (8)
and §226.808 In-g combined format if it
wishes,

This 15 an oﬂ!cial fnterpretation of Regu-
lation 'z, in accordance with § 926.1
T {d). (3) of the régulation, It is imited In its
scope -to the questions presénted herein. I
trust this Ia responsive to your inquiry.

Sincerely,

JERAULD O, KLUCRMAN,
Associate Director.
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§ 226.6(b), 326.6(¢), and 236.8(d)—8tate~
required disclosure of per diem finance
charge in connection with demand loans
secured by residential real property is not in-
consistent with required disclosure of total
amount of finance charge and may be dis-
closed as additional information.

JuoLr 8, 1977.

This 18 in response to your letterof ¢ & ¢
requesting an in tion of Regulation
Z with regard to & recently enacted amend-
ment to Maryland's l1aw.

Your letter indicates that Senate Bill No.
216, 1977, amends Md. Ann. Code, Comml.
law Art., Tit. 12, Subtit. 1, § 12-108(b) (1) (1)
to state that before the execution of a loan
contract, the lender shall furnish to the
borrower a written statement which sets
forth:

The total principal amount of the loan and
the total amount of finance charge as defined
in the Federal Truth-in-Lending Act to be
paid, stated in dollars, except that on loans
payable on demand, the total amount of fi-
nance charge to be paid shall be stated on a
per diem basis ® © *,

‘You state that the bill further provides:

Paragraph (1) (1) of this subsection shall
not apply to sny loan subject to the dis-
closure provisions of the Federal Truth-In-

nding Act, if the lender complies with the
applicable disclosure provisions of the Ped-

eral Act and its regulations provided, how-

ever, that the disclosures required by para-
graph (1) (1) of this subsection shall be made
in connection with any loan secured by resi-
dential real property.

In Maryland, by virtue of the above-quoted
statute, in addition to required Truth in
Lending disclosures, the per diem finance
charge must be disclosed in connection with
consumer credit transactions involving de-
mand Joans secured by residential real prop-
erty. You ask whether this State law dis-
closure 16 inconsistent with Truth in
Lending requirements within the meaning
of §226.6(b) (1) and, therefore, must be dis-
closed in the manner prescribed by § 226.6{¢c)
(1) or (2), or whether the State law dis-
closure is simply additional information
which may be intermingled with the dis-
closures required by the Truth in Lending
Act and Regulation Z.

In connection with demand loans, Regula-
tion Z requires the creditor to disclose the
total amount of the finance charge based
upon the assumption that the loan will
mature {n one-half year or on an alternate
maturity date if any 1s stated in connection
with the loan. (See § 228.8(d) (3) *and § 226.4
(g).) However, staff 13 of the opinion that
also stating the finance charge on a per diem
basis 18 not inconsistent with the federally
required statement of the total amount of
the finance charge. The per diem finance
charge required to be disclosed by Maryland
law is merely & fractional part of the total
finance charge and may be shown with the
required Truth in Lending disclosures as
long as it is not “stated, utilized, or placed
s0 as to mislead or confuse the customer
® & » or contradict, obscure, or detract at-
tention from the Information required * * *
to be disclosed” under Regulation Z. (See
§ 326.6(c).)

Finally, it should be noted that § 226.8(4)
(3) of Regulation Z does not require the
creditor to disclose the total amount of the
finance charge in the case of a loan secured
by a first lien or equivalent security interest
on & dwelling and made to finance the pur-
chase of that dwelling. Hence, if & demand
loan involves this type of security, disclosure
of the per dlem finance charge as required by
Maryland law would clearly not be incon-
sistent with any Truth in Lending require-
ment but would simply be additional in-

RULES AND REGULATIONS

tormation to be mwm-mmm mth
s Bgi:(ﬁ.. \

Regulption. %, issued . in:
§236.1(q)(3) of the L
to the facts and issues

mmemumpom%?mwmm |

Sinoerely,
‘ JERAULY c. ' ELUCKMAN;
§ 326.2(d)—Market reuarch material made
available to customers which'contains trig-
gering terms u not an adve ént.

Jm.v 6, 1977,

'rnisumresx:omhyourl’mot' e,
in which you reguested an official’ mgnur-
pretation regarding §§ 226.2(d) ‘and 326.10(¢)
of Regulation Z.

In your letter, you stated your ‘ollent (s
bank) currently opersm an open end credit
check overdraft plan (cld plan). The bank
is considering the advisability
the old plan and offering & reviséd férm of
check overdraft credit. (Mplm).angwlshu
to conduct: & market resesrch projest to ald
in tts detérmnm

tion ormh*m!ﬁr% “convyert

the bank at random when they cams into &

branch of the'bank. Thoss iriterviewees who
are users of the old plan woild be presented
with a brief description of -the. new plan and
asked thelr reaction (1.e., whether they view
it as more favanable, less favorable, or no
different from the old plan).In addition, they
wotld be presented with brief ‘writtén com-
parisons on cards indicating the morg funda-

mental differences between ‘thé ‘oid plan and -

the new plan. They would then again be
asked what differences they percetved be-
tween the old plan and the new plan, which
they would prefer, and whether they would

convert to the new plan should it be offered .

by the bank. Interviewees who indicate that
they would not wish to convert would be
shown & card setting forth the effect upon
their participation in the existing old plan

"if they did not convert and if the conversion
to the new plan were effected by the bank. .

They would then be asked, baséd upon that
description, whether they would vert to
the new plan or decline the new and, it
the latter, whether they would a similar
1ine of credit from another

You indicate that the desm-lptive cards
which would be shown to the interviewees
will disclose the differences between the
monthly instalment requirements under the
old plan (l%o of the credit line) and under
the new plan (at the customer's election,
4o, %4, or Yo, of his credit Une, or of the
balange outst.a.nding at the end of the last
month in which a loan was made, whlchevar
13 less)You point out that the disclosure
in an advertisement of the number of instal-
ments in which a loan may be repald would
constitute a disclosure of the “period of re-
paymeht” and would trigger the réquire-
ment under §226.10(c) that the additional
disclosures provided for therein be made. You
have asked whether the proposed market
research as described above would be con-
sidered an “advertisement” within the mean-
ing of § 226.2(d).

Staff is of the opinion that the market
research plan that you have outlined which
involves the disclosure of the period of re-
payment for the old plan and the new plan
would not be considered an advertisement
as defined in §228.2(d). The program does
not constitute a solicitation for the old plan
since only current participants therein will
be interviewed. No extension of credit is
offered or wiil be extended in connection with
any interview, and the resujts of the inter-

Board ot Gowimbu
serve mwwm

sumption on or after R*bruary 10, 1977,
gilil;h:ot be liable for special- dumi:lns
b .

EFFECTIVE DATE: February 10, 1977.

FOR FURTHER INFORMATION CON-
TACT:

Mr. William T. Trujillo, Duty Assess«
ment Division, United States. Customs
Service. 1301 Constitution, Avenue

NW., Washington, D.C. 202 202~
566-5492. .

SUPPLEMENTARY INFORMATION:
On November 2, 1967, a finding of dump-~
ing with respect to cast iron soit pipe
from Poland was published in the Frp-
ERAL: REGISTER 88 T.D. 67-252 (32 FR
15165)., A “Notice of Tentative Deter-
mination to Modify or Revoke Dumping
Finding” applicable to this merchiandise
weas published in' the "Rea
of February 10, 1971 (42 L 8446-T).
Reasons for the tentative détermina-
tion were published in the above-
tioned *notice, and interested persons
were afforded an opportunity to provide
written submissions or request the op-
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