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. SUMMARY: This do'cument corrects a 
portion of the Department's amendment
to the United States Standards for 
Gmdes of Canned Freestone Peaches 

- appeasing at pag~s38363-36~73 in &e 
-derdX<jjiter of June 22,197~~ with 

respect to the term t'brinhtnbs." An 
ediiorial change waa iniluded in severa

s not unuorrruy applied 
-,"&iginal amendment as 
intended. gi .. - 
EFFEOTiVE PA=: January 22,1980. 
FOR FURfHER INFORMAfiON CONTAGT: 
Howard W. Schutz, Processed Pmducts 
Bran&, Fruit and Vegetable Quality 
Division, Food Safety andaquality 
Sewice, U.S. Ddpattnient of Agriculture,

- . Was-ton, DC 20250,'(202) 447-&348, 
SUPPLEMENTARY INFORMATION: This 
document wmct s  a portion of the 
Department's amendment to the United 
States Standards for Grades of Canned 

Peaches at pages 
3e3s3-ssa73 ill the Fed~Re@s'er 
Ivne 22* lgm* with respect term 
"bwtness." An change was 

- - madsinmwa-1 sections-hut bas  not 
uniformly applied throughout the 
odginel amendment. 

Accord i~y ,  the United States 
+Standtikds fop Grades of Cawed 
bes tone  Peaches, 5 2852.2610 (aI(iii) 
and @j(iii) (7 CFR 2852.2810) are 

;cornmted tojead aTff6&3ws: .- ': 
r .  ' '9 2852.26TO [Amended] . . .  

l. In 8 2852.201Q[a)(iii), the words "are
not" - are amended to-read :ha$ be 

:-%lightly". : 
*- 2 - -$, .  

0 F- - 
-+-i .% ilr 5 2852.2810(6)~ii), the wordr "are

not" are amended ta read "may be 
@$htly". = I 

6 * 
&idtural Markthg Act of 2940, Secs. " 

, 203.205.60 Stat. 1087, as aplended 1 W a e  
amended! (7 U.S.C 1622>1624]j 

sinoe .G8e-~i* aigmde ody to 
correct inadvertentmprs in the original

s ' amendment Dr. D q d d  L. Houston has 
a determined that additionqrelevant 

infopaation wauid-not be made 
avd4ble by pubfic.pafficipation in 
m l e z n a ~ p b e d i n g s ~ o n  these . 
amendments and good cause is found, 
under &e adminidrafive procedure 

; provisions of 5 U.S.C. 553, that notice 
a~ld  other public procedure Mthxespect 
to these amendments are impracticable 
and ~nnecessary. Furthermore, good 
cawe 4s found for ?a% &ese 
ameKw-nte~ffective'iess&-6 30 day8

. af~ei~publicatign in the ,Federal Register
e" ; ,$@eat vashln(ltoh DC* on: J a n o a ~  1% 
: (, :irgeo'i. * . 
: d8 ,;:+.- -2:3., - - 
s -a=, 2: DCK&lilJktfouetgp, .<* y&- 

' 
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/ Rules and Regulations 4345 
FEDERAL RESERVE SYSTEM 
 

12 CFR Part 226 

Truth in Lending; ~alculatlon and 
Di~closure of Annual Percentage 
Rates; Correction - 

l 
~ m c ~ b r soffhe 
hderal Reserve SY stem. 
ACTION: Correction notice. 

SUMMARY; The Reserve is 
c1arifying'&e effective dates and 
correcting the amendatory language 

 . Wed in the rules Published at 44 
77139,December 311 1979s concerning 
calculation and disclosure of the annual 
percentage rate (FR Docket No. 78- 
39811)- 

' FOR FumcR INFORMATION COMAm 
Dolores S. Smith Section Chief (m- 
452-2412). &flan Mabnd, Senior 
Attorney (202452-38B7), or Margaret 
Stewart, Senior Attorney (ZOUS2-2412), 
Division Consumer and (20mmunity 
Affairs, Board of Governors of the 
Federal Reserve System, Washington. 
D.C. 20551. 

~ u p p L E y ~ ~ A ~ y  INORMATIOW ~h~ ha]
rules contained in FR Docket No. 79- 
38811 are corrected as follows: 

 I" the Register of December 
31,1979 on page 77144 in the second 
column, the heading "8 226.5 

 Ikendedj" is deleted and the 
paragraphs numbered 1 and 2 
immediately below it are revoked and 
the following paragraphs are added: 

Effective January 10,1980: 
a. Section 226.5 is amended by 

revising the title and first sentence of 
 [a), revising ~ a r W a ~ h S  (b) 

and (c] in their-entiret~* and rescinding 
paragraphs (d) and [e). 

b. Section 226.8 is amended by adding 
paragraphs {r) and [s). 

c. Sec'tions'Z28.502,228.503 and 226.503 
are rescinded. 

Compliance with these amendments ie 
- optional until October 1,1980. However, 

if the amended regulations are not 
complied with, the regdatibna as they 
existed prior to January 10,1980 must be 

 complied -yuith. 
. effective October 1980* the 

amendments above be 
enforced and there will no longer be an 
option of complying with the regulations 
as they existed prior to January 10,1980. 
 

 

lifoerd of ~ovemor~..~anuaryi5.1980. 
Theodore E. Allison, 
Secretory of the Board. 
IFR Doc 80-1887PIled 1-2i-w 8:45 ern1 
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12 CFR Pan 226 

T ~ t h  ln.Lending; Technical 
Amendments R -  

AGENCY: Board of Governors of the 
Federal Reserve System. 
ACtloN: Technical amendments. ' 

SUMMARV: The Board is making 
technical amendments to its final rules 
puilished at 44 FR 77139, December 31, 
1979, concerning the calculation and 
disclosure of the annual percentage rate 
(FR Docket No. 79-39811). 
FOR FURTHER INFORMATION CONTACT: 
Dolores S Smith, Section Chief (202- 
452 412), Ellen Maland, Senior 
Atto I, ey (2024523887) or Margaret 
Stewart. Senior Attorney (202452-2412). 
Division of Consumer and Community 
Affairs, Board of Governors of the 
Federal Reserve System, Washington, 
D.C. 20551. 
SUPPLEMENTARY INFORMATION: The final 
rules contained in FR Docket No. 79- 
39811 are amended as follows: 

In the Federal Register of December 
31,1979 on page 77144 in the second and 
third columns, the last sentence of 
5 226.5(b)(l) is amended by deleting the 
phrase "whi is incorporated in this 
Part by reference" and the comma 
which precedes it. - 

The Board is republishing Supplement 
I t44 FR 77145). to incorporate certain 
numbering and format changes required 
for it to be published as 5 226.40 of 
Regulation Z in the CFR and to make 
several technical corrections to the 
document as it was previously 
published. NQ substantive changes has 
been made to this supplement. 
Supplement I (4 226.40 of Regulation Z) 
is amended to read as follows; 

9 226.40 Rules tor Determining fhe Annual 
Percentage Rate for Other than Open End 
Credit Transactions Pursuant to  9 226.Wb) 
of Regulation Z (Supplement I) 

(a) Introduction. (1) Section ~ ~ 6 . 5 ( b )  of 
Regulation Z provides that the annual 
percentage rate for other than open end 
credit transactions shall be determined 
in accordance with either the actuarial 
method or the U ~ t e d  States Rule 
method. This supplement contains an 
explanation of the actuarial method as 
well as equations, instructions and 
examples of how this method applies to 
single advance and multiple advance 
tramactions and transactions involving 



.

-

required deposit balances (as defined in 
%226.8(e) of the regulation). 

(2) Under-the actuam-method, at the 
end of each unit-period (or fraotional 
unit-period) the unpaid balance of the 
amount financed is increased by the ./ 
finance charge earned during that period 
and is decreased by the total payment 
{if any) made at the end of that period. 
?he determination of unit-periods and 
fractional unit-periods shall be 
consistent with the definitions and rules 
in paragraphs (b) (31, (4) and (5) of this 

 section and the general equation in 
paragraph (b)(8) of this section. 

(3) Irz contrast, under the United 
States Rule method, at the end of each 
payment period, the unpaid balance of 
the amount financed is increased by the 
finance charge earned during that 

- payment period and is decreased by the 
payment made at the end of that 
payment period. If the payment is less 
than the finance cherge earned, the 
adjustment of the unpaid balance of the 
amount financed is postponed until the 
end of the next paymentperiod. If at 
that time the sum of the two payments is 
still less than the total earned finance 
charge for the two payment periods, the 
adjustment of the unpaid balance of the 
amount financed is postponed still 
another payment period, and so forth. 

(b) Instructions a equations for the 
mtuarial method. # General mie. The 
annual percentage rate shall be the 
nominal annual percentage rate 
determined by multiplying ihe unit- 

 ~ e r i o d  rate by _the number of unit- 
penoilsin Kyear. -- 

(a)  Term of the transaction. The term 
of the transaction begins on the date of 
its consummation, except that if the 
finance charge or any portion of it is 
earned beginning on some other date, 
the term begins on that other date. The 
term ends on the date .the last payment 
is due, except that if an advance is 
scheduled after that date, the term ends 
on the later date. For computatio 
purposes, the length of the term s 1 allbe 
equal to the time intepal betwee4 any 
point in time on the begirtning'date to 
the same point in time on the ending 
date. 

(3) Definitions of time intervals. (i) A 
period is the interval of time between 
' advances or between paymen@ and 

includesthe interval of time between 
, , the-date the finance charge begins to be  

earned and the date of the first advance 
. . the~esfter or the date of the first 
' phyment thereafter, as'appliceble. 

:," ,- ,  , --A - .- 
' (ii) A common period is any period 
that occurs more than once in a 
transaction. 

(iii) A standard interval of time is a 
day, week, semimonth, month, or a 
multiple of a week or a month up to, but 
not exceeding, 1 year. 

(iv) All months shall be considered 
equal. Full months shall be measured 
from any paint in time on a given date of 
a given month to the same point in time 
on the same date of another month. If a 
series of payments (or advances) is 
scheduled for the last day of each 
month, month's shall be measured from 
the last day, of the given month to the 
last day of another month. If payments 
(or advances) are scheduled for the 29th 
or 30th of each month, the last day of 
February shall be used when applicable. 

(4) Unit-period. (i) In all transactions 
other than a single advance, single 
payment transaction, the unit-period 
shall be that common period, not to 
exceed 1 year, that occurs most 
frequently in the transaction, except that 

(A) If 2 or more common periods occur 
with equal frequency, the smaller of 
such common periods shall be the unit- 
period; or 

(B) If there is no common period in the 
transaction, the unit-period shall be that 
period which is the average of all 
periods rounded to the nearest whole 
standard interval of time. If the average 
is equally near 2 standard intervals of 
time, the lower shall be the unit-period. 

(ii) In a single advance, single 
payment transaction, thehit-period 
shall be the term of the transaction, but 
shall not exceed 1 year. 

(5) Number of unit-periods between 2 
given dates. (i) The number of days 
between 2 dates shall be the number of 
&hour intervals between any point i 
time on the first date to the sa e po' t 
in time on the second date. d 

(ii) If the unit-period is a month, the 
number of fidl unit-periods between 2 
dates shall be the number of months 
measured back from the later date. The 
remaining fraction of a unit-period shall 
be the number of days measured 
forward from the earlier date to the 
beginning of the first full unit-period, 
, divided by 30. If the unit-period is a 

month, there are 12 unit-periods per 
year. 
. ,(iii) If the unit-period is a semimonth 
or-a multiple of a month not exceeding 
11 months, the number of days between 
2 dates @hall be 30-time the number of 
full mpnths measured back from the 
later date, plus the number of remaining 

. . 
days. The number of tiill unit-periods 
and the remaining fraction of a unit- 
period shall be determined by dividing 
such number of days by 15 in the case of 
a semimonthly unit-period or by the 
appropriate mutliple of 30 in the case of 
a multimonthly unit-period. If the unit- 
period is a semimonth, the number of 
unit-periods per year shall be 24. If the 
number of unit-periods is a multiple of a 
month, the number of unit-periods per 
year shall be 12 divided by the number 
of months per unit-period. 

(iv) If the unit-period is a day, a week, 
or a multiple of a week, the number of 
full unit-periods and the remaining 
fraction of a unit-period shall be 
determined by dividing the, number of 
days between the 2 given dates by the 
number of days per unit-period. If the 
unit-period is a day, the number of unit- 
periods per year shall be 365. If the unit- 
period is a week or a multiple of a week, 
the number of ~nit~periods per year 
shall be 52 divided by the number of 
weeks per unit-period. 

(v) If the unit-period is a year, the 
number of full unit-periods between 2 
dates shall be the number of full years 
(each equal to 12 months) measured 
back from the later date. The remaining 
fraction of a unit-period shall be 

(A) The remaining number of months 
divided by 12 if the remaining interval is 
equal to a whole humber of months, or 

(B) The remaining number of days 
divided by 365 if the remaining interval 
is not equal to a whole number of 
months. 0 

(vi) In a single advance, single 
payment transaction in which the term 
is less than a year and is equal to a 
whole number bf months, the number of 
unit-periodsjn the term shall be 1, and 
the number of unit-periods per year 
shall be 12 divided by the number of 
months in the terms. 

(vii) In a single advance, single 
payment transaction in which the term 
is less than a year and is not equal to a 
whole number of months, the number of 
unit-periods in the term shall be 1, and 
the number of unit-periods per year 
shall be 365 divided by the number of 
days in the term. 

(6) Percentage rate for a fraction of a 
unit-period. The percentage rate of 
finance charge for a fraction (less than 
1) of a unit-period shall be equal to such 
fkaction multiplied by the percentage - 
rate of finance charge per unit-period. 

BlLUNQ CODE S21091-M 
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A * The amount of the k th  advance. 
.B  . k 

q * %he number of f u l l  unit-periods Prom the b e g i a n i q  of 
k t h e  term of the t ransact ion t o  the krh advance. -. 

e 3 The f r a c t i o n  of a unie-period i h  the time i n t e r v a l  
k from the  beginning of t h e  term of the  t ransact ion 

t o  t h e  k t h  advance. 

m = The number of advances. 

t * The number of f u l l  unit-periods from the beginniw 
j of t h e  t e r n  of the t ransact ion t o  the  j t h  payment. . 

f -The f r a c t i o n  of  a unit-period t h e  time i k e r v a l  
j from the bezinning of t h e  t e q  of the t ransact ion 

t o  t h e  j t h  payment. 

9 = The number of payments. 

i = The percentage r a t e  of finance charze per unit-period, 
expressed a s  a decimal equivalent. 

Symbols used i n  the examples shown i n  t h i s  supplement a r e  defined a s  follows: . . 
a The present value of 1 per unit-period f o r  x unit- 
3 periods, f i r s t  payment due inmedfately. 

i 
w The number of unit-periods per year. 

I = w i  x 100 = The nominal annual percentage rate. 
\ 
) General equatiah. The f o l l o w i ~  equation s e t s  fo r th  the . 
among the te rns  of a transaction: 

A A A 
1 I +  - 2  I +.-..+ m 0 

P 4 
( l+e i ) ( l + i ) ; l  ( l+e i ) ( l + i )  2 ( l+e i ) ( l + i )  4 m 

1 2 m 
I 

I '  
P P P 
1 + 2 + . . . +  

I 8 .  

n 
t t 

1 i l +  1 (l+f i ) ( l + i )  2 
1 2 %  n 

( 9 )  Solution of general equation by i t e r a t i o n  process. (i) The 
general  equation i n  paragraph (bI(8) of t h i s  sec t ionrwhen  applced t o  a 
simple t ransact ion i n  which a loan of $1000 i s  r e p a n  by 36 monthly payments 
o f  $33.61 eaih,  takes t h e  spec ia l  fom: . ,  

Step 1: 

Step 2: 

Step 3: 

Step 4.: 

Le t .1  estimated annual percentage r a t e  = 
1 

Evaluate expression f o r  R, l e t t i n g  i I /(100u) 
1 .  

Result . ( referred t o  a s  Am)= , . . 

Let I = I + .1 - 
2 1 . :  

Evaluate expression f o r  A, l e t t i n g  i = I /(lo&) 
L 

Result ( referred t o  a s  A") 

~ n t e r ~ o l a t e  f o r  I (annual percentage rate):. 
r 1 

2 

. -  12.50 + .1 (1000~000000 - 1004.674391) = 
(1003.235366 - 1004.674391) I 

1 

1 
F i r s t  i t e r a t i o n ,  l e t  I - 12.82483042 % and repeat 

Steps 1, 2, and 3 ob ta in ing 'a  new I = 

Second i t e ra t ion ,  l e t  I = 12.82557859 % and.repeat 
1 

Steps  1, 2, and 3 obtaining a new I = 

In  t h i s  case, no fur ther  i t e r a t i o n s  a r e  require& t o  obtain the  annual 
percentase r a t e  correct  t o  two decimal places, 12.83Z. 



y&+,% , , Exam les for t h e  a e t u a r t a l  method. (1) Sin l e  advance t r a n r  
;&$ktbd,-Cif6 o r  $bout a n  odd f i r s t  period. a M  o t h e r w i e  regular. m e  
JrSbn$ral ,eq&Cion i n  parairaph (6)(8) of t h i s  sec t ion  can be put i n  the 
'$- zZ6llowing spec ia l  form f o r  t h i s  type of transa<tion: 

/ \ P  

Example ( i ) :  Xonthly payments (r-dar f f r s t  period) 
J - 

h u n t  advane& (A) #000. ~ & e n e  @) = $230. 
.Number of payments,(n) = 24. 
Uiit3perilda * l nionth. Unit-pe Fods per year (w) = 12. 
Advance, 1-10-78. F i r s t  paymen '1 , 2-10-78.. . 
From 1-10-78 through 2W3-78 = unit-period. ( t  i. 1 s  f a  Q)  - Annual percentagk r a t e  ( I )  = w i  = .0969 = 9.69 9: P 

Example:r(ii).: Mbntlily payments (104 f i r s t  period) 

&ouht etivaue*d (A) $ 6 6 b ~ .  Pajrment t P )  a $200. 
' Number of  payments ( n ) ~ =  36. 

Unit-period = 1 moiith. Unit-perioas per year (w) = 12. 
Advance, ~ ~ 1 0 - 7 8 .  F i r s t -  payment, 4-1-78. 
From 3 - ~ - 7 8  thtc*lgh 4 f ~ # j )  = 1 u n i t m r i o d .  ( t  = 1) 
Prom 2-lW78 thrbugfi 3'1'38 19 days. ( f  = 19/30) 
Annual percentage r a t e  (I) * w i  = .I182 = 11.82% 

Example (iii): Semimonthly payments ( shor t  f i r s t  period) 

Amount aiWadce21 (A) $5i)00. Payment (P) $219.17. 
Number of P a p l n t ~  (n) - 24. 
Unit-period 112 month. Unit-periods per year (w) = 24. 
Advance, 2-29-78. F i r s t  payment, 311-78. Paymetits dile ' 

on 1st and 16 th  of dach month. 
From 2-23-78 ,through 3-1-78 - 6 days. ( t  m.0; f = 6/15) 
Annual percentage r a t e  (I) * w i i =  -1034 10.34 E 

1 
Example ( iv) :  Quarterly payments (Jong f i r s t  period) 

Amount advanced (A) = $10,000. Payment (P) $385. 
Number of payments (n) 3-40. 
Unit-period 3 months. Unit-periods per year (w) 4. 
Advance, 5-23G78. F i r s t  payment, 10-1-78. 
From 7-1-7 through 10-1-78 = 1 unit-period. ( t  4 1 )  
From 6-1-7 ! tfirough 7-1-18 a 1 month - 30 days. From 
5-23-78 fhrou'gh 6-1-58 0 9 days. ( f  0 39/90) 
Annual percentage r a t e  ( I )  = w i  = .0897 = 8.97 % 
Exampld (v): Weekly payments (long f i r s t  period) 

Amount advanced (A) = $500, Payment (P) = SU.60. 
Number of payments (n) = 30. 
Unit-period - 1 week. Unit-periods per year (w) = 52. 
Advance, 3-20-78. F i r s t  payment. 4-21-78. 
From 3-24-78 through 4-21-78 = 4 unit-periods. ( t  0 4) 
From 3-20-78 through 3-2+-78 = 4 days. ( f  = 4/71 
Annuat percentage rate (I) = w i  - -1496 = 14.96 Z 

I 

( 2 )  s i n g i e  advance t ransact ion,  with an odd f i r s t  payment. with 
o r  without. an .odd t . i r s g . p e r l ~ d ~ .  aa&~themlsc: regular.  The general equation 
i n  paragraph (b)(8) of  t h i s  sec t ion  can be put i n  t h e  following special  
form f o r  t h i s  type o$ transaction: 

ir 1 

( l + f i R l + f  

Example (jJ: Monthly payments ( regu la r  f i t s t  period and I r r e g d e e  
f i r s t  paymknt) 

. . 

Amo& advanced (A) $5000. F i r s t  paymentf )- $250. . . 

1 
Regular 'paytient .(PI a $230.' N-r of. payments ( a )  = 24. 
Unit-period = 1 &nth. Unit-periods per  year  (w) 0 12. 
Advance, 1-10-78. F i r s t  payment, 2-10-78. 

. From 1-10-f8 through 2-10-78 * 1 uogt-period. ( t  - 1; f = 0) 
Annual percentage rate ( I )  = w l  a -1008 = 10.08% 

Example ( i t ) :  Payments every 4 weeks (1- f i r s t  period and 
i r r e g u l a r  f i r s t  payment) 

. . 

Amount advanced (A) - $400. F i r s t  payment P - $39.50. 
1 :. 

Regular payment (PI = $38.31. Number of payments (n) =.L2. 
Unit-period 4 weeks. Unit-periods per year  (w) - 5214 0 13. 
Advance, 3-18-78. F i r s t  payment, 4-20-78. 
From 3-23-78 through 4-20-78 - 1 unit-period. ( t  - 1 )  
From 3-18-78 through 3-23-78 = 5 days. ( f  - 5/28) 
Annual percentage r a t e  (I) - wi = .2850 - 28.502 

(3) Single advance t ransact ion,  with an odd f i n a l  payment, with 
or .  wif h ~ u . t  i%n add f i r s t .  period,. and. otherwise regular. The general equation 
i n  paragraph (bI (8)  of t h i s  sec t ion  can be put i n  the  following epecial  
form f o r  t h i s  type of transaction: 

7 





. '-<. 
L 

r~. :&@llal percentage r a t e  (I) = w i  = -1136 = 11364r (Use Forq * )  ' I 

&'lo& of $2135 is advanced on 1-25-78. It is t~ b e  &$aid 
6y 24 payShfS Sf gh30 kach~ P&@ntB 3% 0 i i  B k t g  4 ieBtia . 
lkginniag-2-20-78. IioFever, in those rilontBs i n  whith 2 pay- 
ments wuld  M'dJel, d l y  tb f&?& 6f fhe 2 ii@&Lntb, is dade 
and t he  dollowing payment is delayed by ,2  weeks t o  place it i n  
the nekt dddEB? 
unit-period d. 4 ueeks. me-pe+iods per year iw) = 52)4 = Ij. 
Firs t - ser ies ,of  P m e n t s  begins 26 days a f t e r  1-25-78r 
(t = 0; f - 26/285 

1 1 

Second ser ies  of pafientl begins 9 uniti-periods plus 2 weeks 
a f t e r  s t a r t  of f i r s t  series. ( t  = 10; f = 12/28) 

2 2 . . 
Third ser ies  oP payments begins.6 unit-periods plus 2 weeks 
a f t e r  y a r t  of second series. ( t  - 16; f = 26/28) 

3 3 

Last ser ies  of paytaents begins.6 unit-periods plus 2 weeks 
a f t e r  s t a r t  of t h i rd  iatiee. ( t  = 23; f - 12/28) 

4 4 
,.- 

The general aquation i n  paragraph (b)(8) of t h i s  section caa be 
writ ten i n  the spec ia l  form: 

ioo 'a' loo  'a' 
. ,,,, . .-a ..... , + .. .. 57 . - 

16 23 
(1+(26/28)1)(1+1) (l+(f2/28)i)(l+f) 

Annual percentage r a t e  (I) = wi = .I200 - 12.00% 
=$$ 
Example (fik: Skipped payment loan plus single payments f$ 

.: , 
A loan of $7350 on 3-3-78 is to  be repaid by 3 monthly paymunt%.- . 
of $1000 each beginalhg 9-l5-78, pTus a s ingle  payment of $2v . 
on 3-15-79, plus 3 more monthly payments of $750 each beginning Y:' 
9-U-79, plus a f ina l  payment of $1000 on 2-l%O. 
Unit-period - 1 month. Unit-periods per year (u) = 12. 
F i r s t  s e r i e s  of payments beglas 6 unit-periods plus 12 days after' 

. 34-78. (t 6; f = 12/30) 

S&bnd sbirie8 08 hayh$&s (sidgle fiaymeiit) occurs 12 unit-periods 
p i u s ' l i  days a f t e r  3-3-78. ( t  = 12; f = 12/30) 

a i 

Third s e r i e s  of payments- begins x8 d t - p e t i o d s  plus I2 days a f t e r  
3-3-78. ( t -  = 18; f = U/3Q) 

3 3 

Final payment occurs 22 unit-perlods plus 29 days a f t e r  3-3-78. 
( t  ,= 22; f 29/30) 

4 4 

The .general equation i n  paragraph (?)(a) of this sectiop can be ' . 
wrieken'%n ewe special fa*: 

Annual percentage r a t e  (I) = w i  .I022 = 10.221: 

A loan of $39,686.56 (net) on 4-10-78 is to  be repaid by 360 
monthly pajmedts beginning 6-1-78. Payments a r e  the same for  
12 :months irk a ,  thie as Polktbs: 



. . . . . .  . . .  . . 
. . . . . . . . . .  . . . ,. .. , . , . . . .  . . . . 
9 . .  . . . . . . .  . . . . . '  
. . . .  ' .ifonthli. (. * .  ) ! 

. . . .  ,.a payment .... a 
. . 

. . . . . .  . . 

. . 
1 4  i . .$385.76 - -  I :& . :. $ 3 ~ ~ ~ 4  j . . 

. . . . . . . . . .  . . .  . . .  . . 
h ' ' ' 385.42 '22 ,'379.60 . . . . 

. . .  . . .  . . 
. . 

. . 385.03 -. . 23 , . 37#"&& . . . .  A;,,? ',, :. . . . .  

10 375.33 20 381.20 - 30 369.50 

Ualt-period = 1 month. %it-periods per p a r  (v) = 52. 
From 5-1-78 tarough 6-1-78 1 1 unit-period. ( t  * 1) 
From 4-10-78 through 5-1-78 = 2 1  days. (f - 21/30) 

- The general eduation i n  paragraph (bI(8) of this neetion can be 
written i n  the special  fonn: 

t. r- 

L 
( l+i)  ( l+ i )  + 369.!:!5 

( l+i )  

Annual percentage r a t e  (I.) = w i  - -0980 9.802 

(7) ~ u l t i p l e  advance transactions. 

Example (i): conit Ac t ion  loaD' 
< 

Three-advances of $20,000 each a re  made on 4-10-79, 6-12-79, and 
9-18-79. Repayment is by 240 monthly paymeata of $612.36 each 
beginning 12-10-79. 
Unit-period - 1 month. Unit-periods per year (w) - 12. 
From 4-10-79 through 6-12-79 = (2+2/30) unit-periods. 
From 4-10-39 through 9-18-79 - (5+8/30) unit-periods. 
From 4-10-79 through 12-10-79 - (8) uni t-periods. 

The general equation i n  paragraph (b)(8) of t h i s  section is 
changed to  the s ingle  advance mode by treating the 246 and 
3rd advances, a s  negative payments: 
EwrnpZe iii): Student loan . 
I 
lldent loan consists of 8 advadces: $1800 on 9-5-78, 9-5-79, 
80, and 9-5-81; plus $1000 on 1-5-79, 1-5-80, 1-F81, and 1-SF. The bo=rower is t o  make 50 mo?thly payments of $240 

eac beginning 7-1-78 (prior to  f i r s t  advance). 
Mid-period - I month. Unit-periods per jrear (w) = 12. 
Zero point is date of f i r s t  payment since it precedes f i r e t  advance. 
From 7-1-78 t o  9-5-78 = (2 + 4/30) unit-periods. 

Since the zero point i s  date of f i r s t  paymem, the general equation , 

:in paragraph (b)(8)  of t h i s  section is written in  the eingle 
advance form below by treating .the f i r s t  payment a s  a negative- 
advance and the 8 advances a s  negative payments:' 

Annual percentage rate (I) - w i  = .3204 = 32.04% 



".L - i -2 3 
.=< 

( 
Creditor advances $1000 on 4-12-79 and requi res  borrower to maintain 
a deposi t  balance of $200 througbooC the 12 month loan. The loan is 
t o  be repaid by 12 equal a o n t U y  payments of $90 each beginning 
5-12-79. The deposi t  balance will be released on 4-12-80. 
Unit-period. = 1 month. Uni t -per ids  per year (w) = 12. 
From 4-12-79 through 5-12-79 = 1 af t -per iod .  
From 4-12-79 through 4-12-80 = 12 a o i r p e r i o d s .  

The general equktion i n  paragraph (b)(8) of this sec t ion  can be 
wr i t t en  as: . 

.- -. 
o r  f o r  i t e r a t i o n  so lu t ion  as: r 

nn *. 

.- -- - 

( l + i )  

Annual percentage r a t e  (I) - vi - .2223'- 22.23% 

Example (11): Required periodic depos i t s  i n t o  a r e s t r i c t e d  account ' 

. - .  
is  t o  be- deposited i n t o  a n  account.- The account w i l l  be release, 

Creditor advance8 $1000 on 6-15-79. Borrower is required t o  make 
12 monthly vavments of SllO each beginning 7-15-79, of which $20 

i 
t o  t h e  borrower at time of f i n a l  payment on 6-15-80. 
Unit-veriod = 1 month. Unit-periods per year (w) - 12. 
From &IS-79 through 7-15-79 - 1 u n i t - p e r d .  

\ 
The general equation i n  paragraph (b)(8) of this sec t ion  can be 
wri t ten as: 

o r  f o r  i t e r a t i o n  so lu t ion  as:  

Annlial percentage r a t e  (I) - w i  - .I779 = 17.79% 

Board of Governors, January 15,1980. 
Theodm E. Allison, 
Secretary of the Board. 
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