
0 0 -0 

2. In o 1m.u. mmpapha (a) lrad 
(b) are revised to mul as rollom: 
8 w6axs l'wdmw* 

* 
<a) R w d ~ 3 a p o a l ~ ~  

~ a ~ v x a h m d b r d e s g n l B g a  
in 8 U)BS,8(0) : 
(b) Rd#g)lPBd by 8 hnndlrrr.- 

In 82OgS.BW P M U ~  B mmea 
~ m e q ~ t s d e M v 8 1 4 B d . J b O ' ~ ~ ;  
OT 



statutory amendments a h  provided thaf 
any diecount pualiiyine for non-dlmlo- 
sure under section 167 -&all not be wn- 
sldered a charge for credit under Stab 
usury, disclosure, and other credit lam. 

Drecuss~m or MAJOR COMMEN!~~
Moet substantive cqmmenta focused 

upon three ar of concern. Prrst, It was 
suggestad -3egular  mice9* red* 
Aned 80 es to lxngose a more subje~tfve
standard than proposed. Commentem 
proposed deflnitlom related to tihe Price' 
that & merchant expects to recelve wlth- 
out taking into account the method of 
payment whlch a customer usef5. The 

llshing the standard, intermediate price. 
I t  is of paramount lmportanae that how- 
ever "regular price" is defined, it provfde 
sufacient certainty for those mho w U  to 
oEer or take advantage of discounts. The 
'~oa rd  belleves that an objectlve deflni- 
tion of that term will better enmurage 
merchants to offer dbcounb to their cus- 
t-omers, 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 jnvolves 
potentla3 conflicts with State law. A num- 
ber of States require disclosure of the 
"ca& price" or "cash a l e  price" when 
txoods or services are purchased on credlt. 
Commenters indicated that such laws 
may mean that periodic bllline state- 
ments would have to disclose two prices 
for each transaction, one of which (cash 
price) may not be readily 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 either 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 oonfflct with 
State laws may exist to the extent that 
such laws prohibit or restrict the posting, 
advertising, or disclosure of gmline 
prices on service station premises. Reg- 
ulation 2 requires that the availability of 
a 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 * *" ( 0  226.4(1) 
( 1 ) cii) 1 .  Because the suggested confflct 
does not afPect 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 ofl 
companies can be better resolved by om- 
cia1 stafl interpretation of 11 226.4W (1) 
( i i l  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 flnance a transac- 
tion, rather than whether or not a credit 
6 
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a;re W e d  fo 3 226.3. .' , '- "' . 

system in which the meraant tags or 
Posts both a credit card price and a pash 
price is a discount whi* quslifle8 for 
non-8isclosure under 1 167. 

The flpal definition of "few price" 
has been modifled in twg reapeeta; lyg&t, 
some restdcturing hes been: @one for- the .
sake of clarity with nb ' substaqtive 
change intended. Eecond, the phrase %by 
use of an open and credit card account," 
along with a limitation on the scope of 
that phrase, have been suhstitut&~, 
the ,term "credit card gur67lp$es." Re- 
quently people are given a opcortunit .
to purchase some item by mail or tel& 
phone order, and have theq@&n of gay - 
ing by use. of their credit card account. 
me. to the lack of Perwnal mhtact In 
the transactiorl, however, a person's 
credit card is not physi~@I& wed to ef- 
feet payment. Most com'dnbnlJr theper- 
son will supply only M e  ambe$:, idfpti- 
fying the underlying creQlt &@d wwt. 
It is the Board's intent to -it non- 
disclosure of discounts oflered lor pay- 
ment by cash, check. or silnilar means 
In such ~it~ations.  The phrase .."by use 
of an open end credit card account," 
REGISTER, VOL. 42, NO. 144-WEDNESDAY, JUL
3. Merchsnb - dow not b g  :or' .post 
~rices, but offem pwhaeem ' p&vh.~g .W 
cash. check: or.sWUr,  mesas a f!rice 
which is no more tbari.;fi~s'-,W cent 
lower than that OfLered to credit card 
Purchasers. 

 Any ~ r p n g  @stem .In wbtch t&e onlli 
pflce by&& or awW lle ,$ .oaah:*ce 
which is not 'aW&ble to 'someone-he- 
chasing wlm a . M I t  card 'would lmt4ve 
a "surchargdr'and wodd.~the&ore!~ be 
illegal untu pbcuary 27, 
. 2,. Minor-. , 

-. rynenhea- .a&;*  
(1) (1) .rhj& lfm& ,m, .m 
phr,e "use ..of a n q m  ;en&-wb,.card 
accountDB' fn' the s m e  qlannp d&- 
cussed in the demtfon of " m r  price" 
above me tem0r-r p m !  bas been 
substi 
or 

gasowe a t  service stauom), .then the 
dfscount may be d k u l a ~  & a&basfs 
of sush "gross" selling price. r 
Y 27, 1977 



 

C. mm or AmmmMmm 
Rusuant to the autborits grantad in 

15 U.S,U. 1604, and fo Implement Pub. 
L. 96222, the Board amends l a  c m  
Psrt 226 as ~WOWB: 

1. Section 2269 is amended by adding 
new pluwluvhs (tt), tUU), aad (w) as 
set for& below: 
9 226.2 Dafidtione and mlee of eon- 

etmction. - 
I .  0 + 

(tt) ''Regular pricem* mesne 11) The 
fag or posted price chafged fox the prop 
e W  or service K a single mice la tagged 
or posted; or (2) he price charged for 
the v w m t ~  or service when m m e n t  B 
made W use ai an o m  end oredib eard 
account i? either (1) Mo price ia tagged 
or mtad. or (ii) WO prlw are tagged 
or wsted. ope ai ww is ohar~eq when 
Payment is made by use of an open end 
FEDERAL 
+ + *If a price other than the regular 
price, a8 defined in B aaeattt) , IS bte- 
clemd tp an sbodement ,  telephone 
contaut, or other wlrreepanbence pro- 
moting goods or 8erviw for which such 
a dlwmt & oftered, than the Mvertise- 
ment, telephone eontact, or other cor- 
respondence thdl also ladloate that such 
price is not available to credit card Bur- 
chasen. 

d. Parfqpph (1) (2) lS amended by 
de!eting the words Yor cash." 

e. Paragraph (1) (4) is elem and 
new paragraph (1) (4) as fo ws ls added 
in lieu thereof: 

& 
' * 

(1) * * '  
(4) No creditor In any sales "trans- 

mtim may impose -& surcharge. This 
paragraph shall crease to be effective on 
Zkbmwy 27, 1970. 

f .  New paragraph (1) (5) L added as 
follom : 

* * 
REOISER, VOL. 42, NO. I I C I W I D N H D A Y ,  JU
counte!s . 
By order of the Board gi O o v ~ ,

July 20, 1977. - 

EEmmWE DATE: July 26, 1077. 
FOR FURTHER INRX%MA'ITON CON- 
TACT: 

D. ~ d w i n  ~ ~ e l w ,  
Credit Pmtlces fleatian, Divfsfoa of 
Consumer AfhJm, Bosrd d QovarrrOrrr 
of the Federal Reserve 8j&izn, Wash- 
ington, D.C. 29651, 2oa-llS24U8, 

S'UPP-ARY INFORbdATION: 
(1) Identifying detalle have been de- 
leted to the extent required to prevent a 
clearly unwarranted lnvasion of per- 
sonal privaoy. The Board maintains wd 
make8 a-ble for publh inepectlon 
8nn 00PYb.g 8 c U I T ~ ! ~ ~  iIld8x VIWddblg 
identifying information far the public 
subject to certain 1imi.tationa etatad in 
la cm * ~11.8. 

(2) OfBcial staff intergreb€ions may 
be m c o m i d ~  wqUm of Inter- 
ested vartiw wd iq accordance with 12 
ClPR Part 21163td) (2). l t v q y  request for 
reconsideration slrould clearly identify 
the number of the. ofIicialstaB htergre- 
LY 27, 1977 





l ~ t o  

~ m b  

t .  
the k m o p  Wt &J q w e d  by i aaes. 
The clbmplLnp WIlI th&4b9bHW tO the 
oustQw apon og me ~ c ~ e r
ordar too sadltbml xi@arW, lmertine a 
dpb ln the notlod fa? Qib enU of me resols- 
e l o n ~ ~ ~ l r o m . t 4 e ~ t e l t r m
thb mtla to the QU(I-. The unnpany 
wlU delay sblppikq tbs iiddltloxka meterlal 
untu daps f01owln3 the exph tbn  of 
me zlgat -to resc3nd. The co& 

nill not be added to thb aktiquW secured by 
t b e h o m e , n O n o t X c e u f ~ ~ ~ b e S a m

It t5 e ~ s  oplnion tmt the pmceaUCBB 
dummed a&w comp13 6. the muire- 
msnb Or aeguElrtlon Z. pz6dded thrrt the 
m t e d - c l a t e s  in ths SaaSS(b) 
~ ~ ) ~ i € n c t t h e d e t s y S o r s b t  gmafrbfull 
w o w m a  f a  m g  -. 3% lmig b f i  
e t e i p l 3 ' ~ ~ n  that eaQh ttBIYI&Ctlon on an 
open end account mctual 'by the cuetomerb 
home Ls gtl9,10& to the wt to rescind. Con- 
eequdlr. 'the Oaaas(b). notlce IWAQ be., 
provlded in each case, and the company 
ehould delay lte pbrfomance Qn.. shlmlng 
or tllb autianel p~vch-3 in. BCOOHI~W 
wlth 0 aSB.@(c). 

In those State8 in which the company @ 
precluded from PtllLMng --pan end ere& 
plum, it will structure its practicee to comply 
witn 8 t L6a(g) and 2aSB(h). ~t the time 
the CU8tmmr enters the contractual ntldtion- 
earp wlth the campany, he or ebdariu be ln- 
formed of the right to make addltianal pur- 
chase!& The company will requlre .the cus- 
tomer'~ approval of the ann'aal parcent* 
rate to be 8 a s d  to the addltlonel purohases 
as Wall 88 the method of treating any un-. 
earned fbbnm.tahsrge on an exlatlng out- 
etandlng blrlfuu?e in compatlng the flnence 
Chatge. W€9.%X@?mEBnd U t  the collipany 
retains no eecurltp tntkr0st in property 1' 
which it 'hae received pepmerits equaling 'the 
sele @ce of that p r o w  plus any ttnance 
Ch8rgS 8tmbUhbl6 th-bto. 

waen the CPBtoxller lndi~~~tee a deeire to 
emmW the optlcyd, Me company mum 
Drinted mfo?matlon descrlbInn tho ad& -lteme-s*Is, - G ~ - * G ~ -
dble d;- the a PrlCe, a d ~ n p 8 ~
Xi011t. dPeqee Ohm, a6ferfed p8Pm~bf
prlC. d u a l  percentage'~td~ end the bum- 
bar, frequexdy end  mount orthe payments 
wioittr rsspeot-to any of the edditloel pw- 
dmea. Tlle specltlc dlsaloeureg concerning 

.

eaoh B U C ~  '~ddi t lom~ P U T E ~ W ~  -1 be de- 
FED~RA
 of *erewm@nm t o W 0 ~ e a c l
El ' W* bmgaog &a4 MW~Y delayed per- 10-m mwm& nt. I a2g.w. 

g s  

r i l s  

t .  

G ~ ~ ~ -  
-  

 

6bce the m n b d  lad0n~~tl011 pvldeb  b$ 
the compenp supplies thee9 term6, the cu6- 
tom SbBuld be In '8 poeltion to Lntelll- 
mntdy clmm mether or not the tannawson 
ahould W-ed 

Bted dad  nbt belleve, however, that the 
~niorqstion proolded pur~uant to o aaeach) 
would lW be sutaclent to constitute the 
"o$he? ctla~Io8ure4" refermi to in 
D 236Bbt. The $226.8(h) disclosures con- 
Cern onlp ths ~ p p ~ - ~ ~ n t a g erate and 
treatment of unearned manta chargee on 
the Wtlog ,bslrraca; they do not provlde 
enough iPiorm8tlon concerning sll of the 
imp-t cmUt hqna so aa to allow the 
cuetamer to lntelUgeatJy make a dedaion 
concanhag mclmlon. ot course, since your 
client 9PW be meglsg'-bm dlsclosura listed 

both parsgraphs (g) and (h) oi P ages, 
the customer will. have the neamary laior- 

ig) aad.(O) of 4 aaB.9, the msd&on period 
W i l l  Upon dellv- of the O 226.@(b) 
notmk-tim the cuetome?. . mnce the company 
wlll ddaf tshlpplng of the addltlon~l pur- 

delay of perfWmanc8 re@bmenta of 
P %26.0(c) wII1 be fWUved, pmvlded agaln 
thet L u l l  8llowanp hae been made for mail- 
Ing th& when.the COmpElly lnserts the dates 
ln the rerwlealon notice and delays shtppiag 
of the mst8rials. 

-7XUa ie en omcl(r1 atdlnterpretatlon of 
Reguhtlon Z, issued in accordance wlth 
D 226.l(d) ( 8 )  Of the m a t i o n  and W t e d  t0 
the faots end ieeuw presented hered I trust 
thla Is rapamlve to %ur lnqulry. 

Blncerely. 
JMVLI) C. ELVCRMAN. 

Aaeockrte Director. 
or aaesoe, axwo,  spd a~~a(b)--whm 

aredlt plsn hvolvept both e b l e  re* and 
'uneven payment amounts. credltora may 
comblne -procedm, under ii 226.808 and 
L REOlSTER, VOL. 42, NO. 144-WEDNBSDAY, JUL
 
becomes e f f ~ m .  'r : 

- Canse~~tRe ~ U s l  m01lthf~ m ~ 1 b  
pllllDlpl LM co-h monthlo ..& 
mente of s#rrued intmat, %!he4 * 43 Dl- 
brat 8lyU be equal to 8'pem~t Q ~ W O  fhe 
~ r l m e r e t 4 o f ~ l n ~ ~ m n
t- for plaaB-da9 = to Nbstap~ ppd 
resljOnsfble 00mmcwai.l- -6 rscb 
chsnge ln euch rate to Wsd a t  dB Uw 
day (whether or aot a bualmm dm) 6~06:  

 

change8 ln euch prime rete ~ ~
euective; Provide& hmmm, Thst W in- 
terest rate sha-ll at no tlme be 1- than e&@t 
percent per ~nnum or aaeeq fourulsa and 
one-fourth pemmt per -urn.- 

StM beUeoae that combining the dlsolo- 
sure8 called fw In 08 226408 and 1M6dlO ts 
permiaslble. The b ~ l o  approsoh outtixi84 ia 
your letter by whlch you 4ran to COinbLllb 
the dieelosrues is ~ t l a f ~ r p .  UnfartuaatmIy, 
due to Ilmlted time and wsaunrts, a W  U 
a paUcp of not rsvlewlng indlvl&aal uwlltom* 
forme. Oonaequently. staff cannot stew 
whether the proposed laaguqp you mb- 
mltt8d compllea wlth the regulstlon in thb 
regerd. 

You abo mk eevsrat auestlona rufcdlna, 
the recent ~meqdmsnt- to % 
( 8  220.8(b) (8)  ) co!mrnlng owlable .rate.db- 
claauree. The wn6ndmsgt. ae adoptad, dlUm 
from tee one&mpoesd for ~ ~#I. 
Octobar, 1876, I f d  end-r a copy ot 
the prees relegse and related mm IUqq- 
TIER material whitib ~b~~~~ 

VOW quea0tv1 mate to 
pmpoaed amendment which were c&ang@a 
in the final vsrelon, it would not b4 wmftil 
to anawer them. Inetead, I would drsw poui 
attention ta the fact that 9 a$&B(b) (8). M 
tinally adopted. requh6 dlml011ure of In- 
formqtion refirtlq only fo W e n ~ e b  In the 
annual ~ercenta&e mte. rather than to bath 
increas& and &cre&s. ~ n f o ~ t i o n  cog- 
cerning r b  decreaaea may, however, Iss given' 

on an Incre~ase ln thb mua psrcenta& rats - 
or one quarter of one p m q t ,  whether ot not - 
the credit contract pibvidss for limitatlotp 
on the reto. 

hction aae .~(q&)  becornea e u e ~ ~ v d  oh' 
Oc bey 10, 1977, and Board Infprpretatlon 
s aa 3 a10 w i ~  be reserpded on w e  ssm;s b te .  
~ccordlngf~, your dient map taererriter com- 
ply wlth the -tr, Of 8 2l8.8(b) (8) 
and 5 136.808 in -a uomblned fonnat U it 
-#ah-- "--. 

Thla is an o p 3 i i  Lntarprstetlon of mgu- 
let* 2. bsu&X In aucordanw wlth 1928.1 
: (d)&) of the'~&~I~Mon. It Is United in Ite 
scope to the queatlone prem6nte.d hereln. I 
twt thIs 18 reapanslve& your (nqulrg. 

Sln~rely, 

~8nociats Dtrector. 
Y 27, 1977 
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PART 1-- 
c a r t ~ m n ~ ~ ~  

. 
a m :  United amwl pnrrsrr a6; 
muf=mt. 
ACRQM: d * - a f f . r L -  $ 
dlwnmlir* .I- . .  . ,  , ." 

EFFECTIVE DATE:: Fe- 10,1811, 
FOR FURTHER INFURMATI:ON CON- 
TACI': 
Mr. wiuam T. TruliUo, Duty Aeseas- 
ment Mvision, Vnfted Stptea Clletcims 
&mice, 1301 Collstitutb Avenue 
w.. washineton, D.C. m k  20% 
66-2. 
i P(ld(b), 116b(0), snd 0468(d)--8tats- 
mqulrsd dlwlomm of per diem !hmacm 
chw Ln ormnwtlon with demand loan6 
.ecwad by mldantlsl ma property la not in- 
combtent witb required dbclomlm of total 
amount of fhaxw oh8rge and may ba m- 
closed M BddltlOllPl lplormation. 

ment to Maryland% law. 
Your letter lndlauteo that same Bill No. 

ale, im, wmau ~d ~ n n .  ~ods, comml. 
U w  Art., Tit. la, Bubttf. 1. O l&.lOB(b) (1) (0 
to &ate that before the ~ 0 0of a loan 
contract, the lender ahell irmrieh fo the 
borrower a written ~tatememt -oh 
forth: 

The total prlnclpal amount of the loan end 
the total amount of dnanca charge ae defined 
in the Federal Truth-in-lending Act to be 
paid, stated in dousra. eicept that on laenr, 
paynble on demnnd, me  total amount of il- 
name charge to be pald &will ba etetad on e 
per dlem Wie *. 

You atate that the blll further grovldea: 
Pnragteph (1) (I) Of *Is 8u3nrectS0~1 ehrll 

not apply to any loan wb)eot to the dh; 
closure provmom or the l%deral  ruth-~n- 
gandlng Act, if the lender cw~plles with the 
applicable disclosure pravlaiona Of the Fsd- 
era1 Act and its mgulations provided, how- 
ever, that the diecloeurea required by psrs- 
graph (1)ri) oithisertbsectionehaubemade 
in connection wlth eny loan netcured by real- 
dential real prbperty. 

In Maryland, by oirtue of the abovequotad 
statute, in addition to required mth in 
Lendlng disclosures, the per diem flnencb 
charge muat be disclosed in connection with 
consumer credlt tranaactione invoLvlnd: do- 
mand loam secured by realdentbl real prop- 
erty. You ask whether this 8- law dla- 
closure 18 inconelatent wlth 'Rfuth in 
Lending requlrmnts  wlthin the meaning 
of 5 2a6.8(b) (1) and, therefore, muat be die- 
closed In the manner prescrtbed by P 226.6(c) 
(1) or (2). or whether the State law dB- 
closure is slmply additional lnform8tlon 
which m y  be intermingled wlth the die- 
closure8 required by t h ~  Truth ln Lending 
Act snd Regulation Z. 

In connection wlth demand loans, Regula- 
tion Z requlrea the creditor to dbclose the 
total amount of the fLnanca charge brraed 
upon the Besumption that the loan will 
mature in one-half year or on an alternate 
maturlty data if any kr stated ln connection 
wlth the loan. (See 8 226.8(6) (3)'and 8 226.4 
(g).) However, staff b of the oplnlon that 
alao atatlng the finance charge on a per diem 
b a s  is not incombtent wlth the federally 
requlred statement of the total amount of 
the flnance cherge. The per dlem flnanca 
charge required to be dieclosed by Maryland 
law is merely a fractional part of the total 
flnance charge and may be shown with the 
required Ruth  in  Lending disclosures as 
long as i t  b not "stated, utilized, or placed 
so aa to mlslead or confuse the cuatomer 

or contradict. obscure, or detract at- 
tantlon from the information required * * * 
to be disclosed" under Regulation 2. (See 
o azs.s(c) .) 

Flnally. le should be noted that P aasa(d) 
(3) of Regulation 2 does not require the 
credltor to dleclose the total amount of the 
flnance charge in the cam of a loan mured 
by a flrst lien or equivalent security lntereat 
on a dwelllng and made to Bnance the pur- 
chase of that dwelllng. Hence, if a demand 
loan involves this type of security, dleclosw 
of the per dlem finance oharge a s  required by 
Maryland law would clearly not be Incon- 
alstent with any Truth in Lending requlre- 
ment but would simply be addltlo~al in- 
FEDERAL
 

gering terms Is not an ado-sFt%srspnt. 
S m  6, 19'77. 

~hle i s~nreaponsefoyour ,r '&&d~**
in which you m a t e a  an ombfPl W.@*-
protstlon reeerdln(l if (6) 'en@ 22BJO(o) 

brunch of the-bnk. Thosb wbo 
a r s u e d n s o f t h s o l d p l a n ~ b e
with a brlsl deaeriptioa of -the hew plsn end 
Seged thelr teactlm (i.e, w h e q  Way view 
it ae mom iovopBble, lead fworsble, or no 
different from tbe old plan). In addltlon, they 
woul<l be p-nted wlth brle fmttten m- 
pericwns on crud6 in41catlng thb morgfun&- 
mental difrmenw between W ad'plan and 
tihe new plan. They would-%?x& again be 
sslred *at diSerencen they be- 
tween the old plan and the nem plau, which 
they would preim. end whether they wmid 
convert to the new plan should i t  be offered 
by the bank. Intarviewee8 who tpcucata that 
they would not w m  to conpert' woma h 
shown B card setting rom'the effect upon 
their pattlclpatlon in the eixlstbg 016 plan 
if they dld not convert and it the convarsian 
to the new plan were eff&d by the w. 

You indicate thst the descrlptlw cards 
whkh would be shown to the l n t e r v i e w ~
will dlaclose the dlf?erences between the 
monthly fnetalment requirements under thg 
old plan (Mo or the credit line) and under 
the new plan (st the customer's election, 
4it. 344. or ?& 9, al credit line. or the 
balanae outshdlng at the end of a lest 
month in whlch a loan was made. whlchevm 
is lea8):You polnt out that the dlcicloeue 
In an advertisement of the number o;.Imtal- 
ments ln which a loan may be repaid would 
constitute s dpclosure of the "pefbd of re- 
paymeht" and 'would thgger the.r&ulr& 
ment under 6&26.lO(c) s t  the addl~ioacrl
dtsclosures provided for thereln be made. You 
have asked whether the gropased market 
research as a,68crlbed above would Ije con- 
sldered an "advertieement*' wlthln the mean- 
lng of % 226.2(d). 

Staff ls or the opinion that the market 
wsearch plan that you have outllned which 
involve8 the dfscl08ure of the perlod of r e
payment for the old plan and the new plan 
would not be coneldered an adterMsement 
as deftned In 5 a26d(d). The program does 
not constitute a solicitation for the old.plan 
since only current participants therein will 
be lntervlewed. No extenelon of credlt Is 
offered or wUI be extended in connection with 
any interview. and the r-ts of the inter- 
 REGiSTER VOL. 42. NO. 14kWIDNISDAY. JU
* ,  
 

LY 27, 1977 




