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I Cd) The term "bank services" is de: 

fined in section 1Cb) of the Act to 
mean "sewices~such as  check and de- 

' 
Posit sorting and posting, computation 
m d  posting of interest and other cred- 
its and charges. preparation and mail- 
fng of checks. statements, qbtices, and 
similar items, or any other clerical, 
bookkeeping, accounting, statis tical, or 
similar functions performed for a 
bank." 
(el Bearing importantly upon the 

meaning 6f :bank serv?cesW is the fol- 
- lowing quotation from the Report of 
the Senate Committee on Banking and 
Oqency:  "The authority to examine 
and supervise banks is broad and must 
be\,vigorouSly exercised. At the same 
time sound discretion must be used. 
J&mks have always employed others to ' 
do many things for them, and they 
will have to continue to do so, and the 
bill is not intended to prevent this or 
ta  make it more difficult. For example. 
banks have eplployect lawyers to pre- 
pare trust and estate accounts and to 
prosecute jumcm proceedmgs for the 
settlement af such accounts. Banks 
have emploved accountants to prepare 
earnings statements an& balance 
sheets. Bmks have employ& publie 
rehtions and advertising firms. And 
banks have employed individuals or 
Wms to perform all kinds af admink 

" trattve activities, ineludiag armmed 
car. and other transportation services. 
guard semices and. in many cases, 
other mechanicd services needed to .  
run the bank's buildings. It is not ex- 

# pected that the bank supervhso~y - agencies would find it necessary $0 ex- 
adne-or.segulate k y  of. these agents . ->or+tepresentatives of .a bank,, except 

' under the most unusual circum- 
stances. The authoay  is intended to 
be limited t o  b fng fmctions"as 
such." (S. Reg. No. ' 105. 87th Cong. 3 
(1962)). , "e; 

(f) On the basis of the Act's defini- 
&on of "bar& services*', the limitation 
contained in section 4 of the Act, and 

.RUMS AND REGULATIONS 

generally is not permitted on the basis 
of this Act. unless such' services are le- 
gitimately incidental to the provision 
of "bank services" by that corporation. 

(h) Since the notification required 
by section 6 of the Act, as amended. 
also is based on the provision of "bank 
services," such notification need only 
be provided with .regard to the provi- 
sion of one or more of the services 
enumerated in section l(b) of the Act 
or a service similar to one'of those 
services. 

9 2501302 Applicability of Bank Service 
Corporatian Act to bank eredit card 
service organizetion. 

Summary. Although a - non-profit, 
no-stock service organization in which 
no bank has made an investment is 
not a "bank service corporation" as de- 
fined in the Bank Service Corporation 
Act, that organization's credit card 
servicing activities are "bank services" 
as defined in the Act and thus subject 
to the notification requirement of sec- 
tion 5 of the Kc€. 

!&a2 (a) The Board of Governors 
has considered. whether the Bank 
Service Corporation Act (12 U.S.C.
1862-65). is applicable where a bank 
credit card plan of a State member 
bank and other banks used the facili- 
ties of @ mn-profit, no-stock service 
organization. 

(b) The functions of the service or- 
ganization inclucfe the following: (1)
Perfo-pming cardholcfer accounting for 
participating banks; (29 developing in- 
formation concerning each credit card 
and holder, including such holder's 
current balance owing to the card issu- 
ing bank an& the amount of such bal- 
ance that is delinquent; (3) assisting in 
procedures relating to the presenta- @p and sbttlement of drafts and \

edit memoranda; (4) developing pro- 
cedures relatfhg to credit cwsecurity 
control; (5) upon telephon'ic request. 
advisillg merchants and particbgating 
b a n k  resaecting credit authorizations 

performance of the services for the 
bank in accordance with section 5 of 
the Act. 

Effective date: March 10. 1979. 
Board of Governors of the Federal 

Reserve System, March 5, 1979. 
THEODORE E. ALLISON. 

I Secretary of the Board. 
[FR Doc. 79-7307 Filed 3-8-79; 8:45 am1 

the preceding quotation Qorn the above certain skcified limits; and (6).
Act's legislative histot& it is aggarent compiling lists ,of participating mer- 
that the term "bank services" is essen- chants. 
tially limited td Berical and ssimilar Cc) The Board expressed tRe view 
services. For example, the temn woud that because the service organization 
not usuahy he regar#& as @eluding has no stock and the State meMber 
le'egal; advisory, and- administrative bank does not otherwise "invest" 
.services,- such as transportation or therein by "the making of a loan, or 
guard services. 
(g) Thus, State member banks gener- 

ally may reIR on the A d  to justify in- 
vestment only in a cbrpolatian thatris 
engaged solely in performing one or 

- moI:e of the ,sem&s, qontained in the . 
--diifMt:ionof!'bank services'\in section 

l(b), or;a service similar to one of 
; !' -€~ose- services, and only Sf those serv- 
*, .'I- f&s. are 'proviped solely to banks. In- 

lvestlqeni in a corporation providing 
-, - ~.a$Yt-ot;hWservices, 4 - such a+ the type of 
6.. &&s descrifrqd .ih me above quota- 
,'; : ). t@n:ffbm &eyAct's legislative history; 

otherwise, except a payment for rent 
earned, goods sold and delivered, or 
services rendered prior to the making 
of such payment" (section lfd? of the 
Act), the service organization is not a 
'"bank servicie corporation" within the 
meaning of section ltcl of the Act. 

(dl However, the Board concluded 
that the functions described above do 
constitute "bank serviges" a s  defined 
in section Ub). of the Act. Accordingly, 
the State member bank is required to 
notify the Board (through the appro- 
priate Federal' Reserve Bank) of the 
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[Reg. 2; Docket No. R-02081 

PART 226-TRUTH IN LENDING 

Amendment to Regulation Z to Con- 
form to Statutory Change Prohibi- 
tion Against Surcharges; Extension 

AGENCY: Board of Governors of the 
Federal Reserve System, 
ACTION: ~ h a l  rule. 
SUMMARY: Section 226.4(i)(4) of 
Regulation 2. which implements sec- 
tion 167ta) of the Truth ii.1 Lending 
Act (15 U.S.C. 16041, makes it illegal 
for a creditor to impose a surcharge 
because payment for goods or services 
is made by credit card. This prohibi- 
tion was due to expire on February 27, 
1979. 

On November 10. 1978. the F'inancial 
Institutions Rematory and Interest 
Rate Control Act (Pub. L. 95-630) was 
enacted. Section 1501 of that law (92 
Stat. 3713) extended the prohibition 
against surcharges to February 27. 
1981. Section 226.4(1)(4) of Regtilation 
Z is being amended to oonform to that 
statutory extension 

In acmrdance with 5 262.2te) of its 
, reba t ions  (12 CFR 262.2(e)). the 

Board deems it upnecessary to publish 
this regulatory amendment far com- 

mgot prior to final adoption. 
-CTW~FDATE: March 5, 1979. 
FOR FURTHER INFORMATION 
CONTACT: 

Dolores S. Smith, Section Chief, Di- 
vision 6f Consumer Affairs, Board of 
Governors of the Federal Reserve 
System, Washington, D.C. 20551. 
202-452-24 L2. 

TBxr O P A M a s o ~ ~  
Pursuant to the. authority granted 

under section 105 of the Truth in 
.Lending Act (15 U.S.C. 1604); the 
Board amends Regulation 2. 12 CFR 
226.4(i)(4), to read asfoAlows: 

9 226.4 ~etenaination of finance charge. 

- ' . L  - * * '  
(i) ' 
(4) No creditor in any sales .&ransac- 

tion may impose a surcharge. This. 
 9, 1979 






