
PROPOSED RULE' MAKING 

6%- . ' - Act and this part wi l l  be enforced by the FEOERAL RESWE SYSTEM y 6 . n  calculation ma m t ~ ~  Federal a a d e  commission. 
1 12 CFR Part 226 I 

lute. (c) Preservation and inspection of rec- 226.12 comp=tLve ~naex of Credlt aost ords. Evidence of compliance this 
. [-!3: Zl for ~ p a ~ e r u l  aedft. . 

226.13 Exemptdon of certain State ' re&- P& shall he preserved by the creditor 
TRUTH IN LENDING lated trun~aatlom. for the life of the transaction to which it 

Thep~o~ions.oi - Psrt2;6 relates or for a period of not less than 2 
Notice of Proposed Rule Making -dadw 16 =so. I6o1-16o6. years from the date of that transaction. - whichever is longer. Each creditor shall. 
The Board of Governors of the Fed- S 226.2 Authority, scope, purpose, eta - w h a  directed by the appmprlate admin- ' 

cral Reserve System is considerlug the 
adoption of a P& 226 (a) AuthoritY, scope, and purpoqe. istrative enforcemat agenw desimted 
z ) ,  to be issued pursuant to authorltg (1) This part comprises the regulations fn section I08 of the Act* p-t that 
contained in the mth in ~ ~ d i ~ ~  Act, Which are issued by the Board of Gover- wency to bs~ect its and 
which is mtle I of the Consumer Credit nors of the Federal Reserve System pur- evidence Of e * part. 
prokction Act Law 90321; 82 suant to Title I (Truth in Lending Act) Penaltfes and ziabizitiess Section 

Stat. 146). and Title v (General P ~ ~ ~ ~ ~ )  of the .I12 of the Act provides'for crimiId lia- 

~h~ purpose of me is to Consumer: Credit Protection Act. (Public blliw for and knOmlng to 
implement the Truth in Len* Act Law 90-322; 82 Stat. 146 et seq.1 . Except with rewemat imposed 

three broad Dls- as otherwise provided herein, this part 
under the Act and tb p** section 

, , J ~ ~ ~  by of the terms and applies to all persons who in the ordi- Of the Act provides civil liabili* 

Cost of credit, including the dollar nasy of business extend, or ar- 0x1 the part of sng creditor who fails to- 
amount of me m~ charge and me m g e  for the extension of, credit for per- disclose rn - under 

pmtage rate, (2) the rfght of ~onal. family, household, or agricultural. chapkr Of the Act and this pa*- 
a customer to rescind certain credit pnrposes- 3 226.2 Dehitione and rnles of con- 
tr-tions if a lien on his residence is (2) %'his pad implements the purpose . .slruction 
or will be lpvolved. and (3) standards for ~ ~ ~ & d ; ~ , " ~ b n t o e e d " f ~ O ~ " , ~ ~ ~  thp&,"~p~eses o! tihis part, unless 
the adverbhg of credit terms. therwm requires, the fol- 

The ~~t dfreck that the B ~ ~ ~ P ~  reg- "edit for the PUrpOSeS stated above is 
mwul as to the lowing d-tions and rules of amstmc- 

ulatlon shall include certain provisions. cost of in most cases expressed in tion apply: a d  further provides that the regulation (a) "Act" refers to the Truth in Lend- 
"may contain such clasdfications, dif- dous '' - and ing Act (Title I of the Consumer M t  
ferentiations, or other pmvrsions, and percentage rate computed On dab- 
may pmm for such .djwats and Inr unpaid balance. Other relevant terms P r ~ ~ ~ ! ~ ~ , " ~ ; m m t ~ s  m- - mm- 
exceptions for w class of transactions, must also. be 'disclosed so that the cus- m,&al in rn newspaper, -- 
FM in the judgment of the Board are nec- may re* compare the various azine, leailet. flyer, or catalog, on radio, 
essarg or proper to effectuate the m- to him and u& television, or public address system. ln 
poses of this title, to prevent ctrcum- On an informed basis direct mail literature or other printed 
vention or evasion thereof, or to his best advantage. This part imp1e- material, on any interior or exterior sign 
facilitate compliance therewith." ' - ments a-provision of the Act under which , dispby in 8ny mdow disPIsg anp 
The proposed regulation seeks to carry a Customer has a rfght a credit -point-of-&-tion literature, ;r price 

Out the Congressional directives by the ''-tion whkh a lien On his tag, or which L delivered or made avail- 
inclusion of provisions which wffl facili- 'other - a pm*ase-money able in any manner whats&ver. 
tate compliance with the Act and insure lien, and void lien -Out (c) geagri~ultural purpose" means a 
h t  consumer credit customers w i ~ ~  re- 'AbAili $$$titfhwin 3t~,"tg&t a purpose related to the production, JXU- 
cdve meaningful disclosures vest, exhibition, marketing. tmmorta- 
This mtr'ce is published bursuant to advertising Of consumer cress terms tion, processing, or manufacture of 

section 553Cb) of title 5. United States muStcomPbwithsp~cstanba-rd~ and agricultural products by a natural per- 
Code, and O 262.2(a) of the rules of pro- certah credit may be adver- mn who cultivates, plants, propagates, 
cedure of the w d  of Governors of the ~ 3 k r ~ P ~ & ~ . e 6 ~ ~ , " 0 " $ 2 " , f t ~  ~ulntury;o&a~~$g~u;;;d~tsg~; 
Federal Reserve System. 

To aid in the consideration~of this ACt~incOrpOratedinthisp*tofacili- horticultural, vit~lcultural, and dairy 

~ t ~ $ ~ ~ ~ ~ I $ r ~ " , ~ n t p " " ~ ~  FS k%tFi&ZE cE&YSg'eS? ~ ~ ~ P e s ~ ~ r ~ & ,  g%i g z  
views, or arguments. Such comments Interferes with trade prac'ces except to and any products thereof, including proc- 
should be submitted in writing to any extent that mchpmtlcesmay essed and manufactured products, and 
Federal Reserve. Bank o n a r  beore No- ~ ~ ~ m ~ & ~ & ~ ~ ~ ~ ~ ~ ~ .  %; ~~aUd.l~P",~~g~~~~ 
vember 18,1968. 

As set forth more f m . . h  section ,108 of tared products thereof. 
Dated at  Washtngton. D.C., this 14th th, ~ ~ t ,  

day of October 1968. I?IlfOrCelllC?Xlt of- (d) cy&" meam the b e  in- 
the Act and this part as to Certain credi- for which a weditor bills a cus- 

By order of the Board of Governors. tors is assigned to the Federal agencies tomer. 
which otherwise regulate' or supervise (e) glmssd" refers to the ~ o a d  of 

CsEAL1 ROBERT '' FORRESTAL* t h ~  creditors; -e&'Comptroller of Gov-ors of the Federal Reserve E;gs- 
Asststant Secretas. the currency. ~ o a r d  of  tors of the tern. ZSec. 

2 2 6 ~  ~ ~ t f l ~ ~ i ~ ,  SC4pe, purpose, =tc. Federal Deposit Ins~ranCe Corporation. (f) "Cash picew means the price a t  
226.2 w t i o n s  and ' e e s  or construe: Federal Home Loan Bank Board Yacting which the creditor wou~d, in the ordinary 

tion. directly or through the Federal Savings . course of b u s h e s  sell for cash the 
2263 Egempted transactiom. ' ' and Loan Insurance Corporation), Direc- property or s m c e s  which me the sub- 
226.4 Detsrmhatlon of finance m e .  tor of the Bureau of Federal Credit Un- ject of a consumer credit transaction. It 
226.5 D:Elmtlon of annu  percentage ions, Interstate Commerce Commfsiion, may include the cash price of &cc.essories 
i26.6 General disclosure requirements. Civil Aeronautics Board, Secretary of or Services related to the SPe such as de- 
226.7 Open end credlt acx?ounts--speclfic Agriculture, and Board of Governors of Ilv- instrtllation* 

~ l o s u r e s .  the Federal m e m e  System. - fica~ons, and improvements, but &dl 
not include any charges of the types de- 2268 Credit Other then Open e n d a p e c  (2) ~xcep t  to the extent that admlnfs- ,,ribed in 5 226.4. disclo6re6. 

226.9 Right to re&d certaln transac- enforcement is specBcslly (g) "Comparative Index of Credit- 
t l o w  mitted to - other agencies. compliance costw means that relative measure of 

226.10 Advertising wit& the requirements imposed under the the cost of credit under an open end. 
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credit account, computed in accordance 
with 8 226.12, which is the expression of 
"average effective annual percentage 
rate of retuml1 and '%projected rate of 
return" which appear in section 127(a) 
(5) of the Act. 

(h) "Consumer credit" or "consumer 
loan" means credit offered or extended 
to a natural person, in which the money, 

(r) "Personw means a natural person 
or an organization. 

. (s) "Real p ropem means property 
which is real property under the law of 
the State in which it is located. 

(t) "Residence" means a dwelling in 
which the customer resides or expects to 
reside. 

(u) "Security interests1 and "security" 

charges are imposed for delayed pay- 
ment, or discounts are allowed for early 
payment, if such public ut'ity establishes 
to the Board's satisfaction, by certifica- 
tion of ra State regulatory body, that its 
charges for public utiliw services and its 
related delayed payment charges or early 
Payment discounts are regulated by that 
bod??. 

proper&, or s~rvice which is the Ziub- mean any interest in property which se- 
ject of the transaction is primarily for cures payment or performance of an ob- g 226.4 Determination of hnce charge. 
personal, family, househol?l, or agricul- ligation. The terms kclude, but are not (a) General rule. Except as otherwise 
tural purposes and for which either a limited to, security interests under the provided in this section, the amount of 
finance charge is or.may be imposed or Uniform Commercial Code, real proper* the finance charge in connection with 
which is payable in more than four in- mortgages and deeds of trust, meohan- any transaction shall be determined as 
stallments. ic's, materialmen's, artisan's, and other the sum of all charges, payable directly 

(i) "Credit" means the right granted similar liens, vendor's liens in both real or indirectly by the CUstomer, and iin- 
by a creditor to a customer to defer pay- and personal prope*, the interest of the Posed directlg -or InWectlg by cred- 
ment of debt or to incur debt and defer seller in a contract for the M e  of real itor as a9 incident to or a conation of 
its payment or to purchase goods or serv- property, m d  any interest in a lease when the extension of credit. including any of 
ices and defer payment therefor. (See used to secure payment or performance the following types of chmes. whether ' 
also paragraph (w) of this section.). of an obligation. paid or payable by the customer, the 

(j) "Creditor" means a person who in (v) "Staten means any State, the Con- seller, or any person on behalf of the 
the ordinary c o m e  of business extends monwealth of Puerto Rico the DisMct customer to the creditor or to a third 
or arranges for the exbWon of con- of Columbia, and any terridry or posses- Party with the knowledge or consent of 
sumer credit, or offers to extend or ar- sion of the United States. the creditor: 
range for the extension of such credit, (w) In the succeeding sections of this (1) Interest, time price differential; 
whether in co~mection with loans, sales part, unless the context indicates other- and any amount payable under a dis- 
of property or services, or othenvke. wise, the term "credit" shall be con- count or other system of additiolial 
(k) "Credit sale" means any sale with strued to mein 'konsumer credit." the - charges. 

respect to which consumer credit is ex- term 'lo@ to mean "consumer loan." (2) Service, bansaction, activity, or 
tended or arranged by the sener. The and the term "transaction" to mean m g c h a r g e . '  
term includes an!? contract in the form of 'konsumer credit traxuactioas1 (3) Loan fee, points, mder's fee, or 
a bailment or lease if the bailee or lessee tx) A transaction shall be considered similar charge. 
contrack to pay as compensation for use consummated at  the time a bilateral con- (4) Fee for an appraisal, investigation, 
a mrm substantia11y equivailent to or in t r a c W  rehtiomhip is created between or CIXdit report. 
excess of the aggregate value of the prop- a creditor and a customer irrespective of (5) Charges or premiums for credit 
erty and services involved and it is the time of performance of either party. life, accident, health,. or loss of incom? 
agreed that the bailee or lessee will  be- (Y) Captions and catchlines are in- insurance, written in connection with 
come, or for no other or for a nominal tended solely as aids to convenient ref- any credit transaction unless- 
consideration has the opKon to b e  erence,md noinference as to'the intent (i) The coverage of the customer by 
come, the owner of the proPertYuPonftill of an!? provision of thk part may be the insurance is not a factor h the ap- 
comphance with his obligations under drawn from them. p r o d  by the creditor of the 'extension 
the contract. 

(1) '%ustomerW means a natural per- 
son to whom consumer credit is or will 
be extended. 

(m) "Dwelling*' means a residential- 
type structure containing one but not 
more than four family housing units, 
Whether or not the customer resides or 
expects to reside in the structure; 

(n) "Open end credit" means consumer 
credit extended on an account pursuant 
to an agreement between a creditor and 
a customer under which (1) the creditor 
may permSt the customer to make pur- 
chases or obtaia loans, from time to 
time, directly from the creditor or indi- 
rectly by use of a credit card, check, or 
other device, as the agreement may pro- 
vide; (2) the credit so extended and re- 
lated charges are debited to the custom- 
er's account; and (3) a finance charge 
may be im~osed periodically by the cred- 
itor on an outstanding u n ~ a i d  balance. - - ~ ~~ 

(01 a'Organization'' means a corpora- 
tion, government or governmental sub- 
division or agency, kust, estate, partner- 
ship, cooperative, or assaciatlon., 

(p) 'TeriodS1 means a day, week, 
month, or oper regular subdivision of a 
year. 
(q) "Periodic rate1' means a percent- 

age rate of finance charge which is or 
may be imposed by a creditor a g h t  an 
unpaid balance in an open end credit ac- 
count for a period or billing cycle. 

1 226.3 Exempted transactions. 
This part does not apply to: 
(a) Business or goaernmental credit. 

Credit tre,nsactions involving extensions 
of credit for business or commercial pur- 
poses,' or to governments or govern- 
mental agencies or ~ e n ~ t i e s ,  or 
to organizations. 
(b) Certain transactions in securities 

or commodities accounts. Transactions 
in securities or comlnodities accounts 
with a broker-dealer registered with the 
Securities and Exchange C!ommissioa 

Cc) Nonreal m e r &  k d i t  over $25,- 
000. Credit ~ t i o n s ,  other than real 
Property transactions, in which the 
amount financed "ceeds $25,000, or in 
which the transaction is pursuant to an 
express c o d t m e n t  by the creditor to 
extend credit in excess of $25,000. For 
this purpose, a real property transaction 
is an extension of credit in connection 
with which a security interest in real 
propertv is or will be retained or 
acquired. 

(d) Certuin public utilitv bills. Trans- 
actions of a public utility- under public 
Utility tsriffs involving services for whSch 

see p a26d(h). 
'Mr this purpose, the amount flnauced-is 

the amount which Is required to be &closed 
under o zasa (b) (7) ,  or (c) (61, ss appuc- 
able, or would be so required if ihe trans- 
action were subject to thls part. 

of credit. and this fact is clearly &- 
closed i n ~ ~  to the customer apply- 
ing for clr obtaining the extendon of 
credit; and 

(ii) In order to obtain the insurance 
in connection with the extension of 
credit, the customer is required to give 
specific affirmative written indication of 
his desire to do so after written dis- 
closure to him of the cost thereof. 

(6) C m e s  or premiums for insur- 
-an=, written in co1111ection wltha any 

'These charges include any additional 
charge for the handling of checks, sales sUps, 
for making account entries. for account 
meSntenance or otherwise, imposed in con- 
nection with an account only durlng the 
t h e  any balance therein represents an ex- 
tension of credit. 
'A pollcy of insurance owned by the cus- 

tomer, whlch is asslgned to the credltor or 
otherwise made payable to the creditor to 
sstlsfy a requlremwt imposed by the cred- 
itor, li not insurance "written inconnectlon 
with" a credit transsotlon if the pollcy was 
not purcliased by the customer for the pur- 
pwe of being used in'connectlon with that 
extension of credlt. 

a A pollcy of insurance owned by the cus- 
tomer, whlch is asslgned to the creator or 
otherwise made payable to the credltar to 
satisfy a requirement lmposed by the crecll- 
tor, is not insurance ''written in connectlon 
hth" a credit tran&tlon if tEe policy was 
not purchased by the customer for the pur- 
paw of belng used in connectlon with that 
extension of credlt. 
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15508 PROPOSED RUtE MAKING. 

credit tra11$8ction, =air& loss of or -.in which a creditor holds a securlts a percentage) ,by the n w e r  of billing 
damage to property or against Uabilits interest shall not be deducted @om the cycles in a year. 
zuidng out of the ownership or use of amount of the fbance charge o r  other- (b) General rule-other credit. The 
property, unless a clear and specific wise taken into consideration in com- annual permtage rate for credit other 
statement in writing is furnished by the p u t i  the annual percentage rate. than opep end credit shall be de 
creditor to the customer setting f o r b  (dl Demand obliaations. Dbligatio& in accordance with the ~~~~~d 
the cost of the insurance if obtained from payable on demand shall be considered as described in pmamaph (a) of O 22611, 
or through the creditor, if applicable, to have a maturity of 6 months for the or by the use of charts or tables wbich 
and stating that the customer may. purpose of computing the amount of the conform to the requirements of para- 
choose the agent or other person througt finance charge and the annual percent- graph (b) of O 226.11. 
which the insurance is to be obtained. age rate. . (1) Regulation Z tables. The Regula- 

(7) Premium or other charge for any te) Computation of insurance wemi- tion 2 tables produced by the Board p a y  
other guarantee or inwance protecting urn: If any insurance g r d u m  is r e  be used to determine the annual per- 
the creditor against the obligor's default quired to be included as a part of the centage rate in commonly encountered ' 
or other credit loss. %Umce charge, the amount to be in- transactions. An annual percentage rate . 

(8) Charges of the following t;vpes cluded shall be the premium for cover- determined in accordance with the in- 
. when added to the credit extended, un- age extending over the period of, time ~ c t i o n s  for the use of these tables 

less itemized &nd disclosed: the creditor will require the customer wlll comply mith the requirements of this 
(I) Fees and charges prescribed by to maintain Snsurance coverage in con- part. The tables are available a t  cost 

Iaw which actually are or mill be pald nection w i t h  the transaction. For the fromthe Board in WasWngbn, D.C.. the 
to public 05cia.s for de- the pumse of computing the amount of in- P e d d  'Reserve Banks and bmches, 
existence of, or for perfecting or releas- surance premiums included in the fi- and the other agencies t e s m l e  for 
ing or ~ t i s f y h g  any securib related to, nance charge, it shall be assumed that a-tive enforcement of .the Act 
the cred~t t rwct ion .  the rates and classifications applicable: andthis part. 

(ii) The premium payable for any in- at the time the credit is &ended apply (2) Commtation other method. In 
surfince in lie6of perfecting any security over the fuU time during. which cover- any iastaace where cSrc- re- 
interest othembe required by the credi- a g ~  is muired, unless the creditor wire that a creditor determine an an- 
tor in connection with the transaction, knows o+ has reason to lnrow that other nual percentage rate by a method other 
but the premium shall be included If it rates or chsifications mill be appLicabIe, than that provided in p-ph. (a) of 
exceeds the fees and charges described in which case such other rates or classi- O 22611, the creditor may use the Con- 
in subdivision U) of this subparagraph flcatiom shall be used .to the extent stant ratio method of c ~ m p u ~ ~  s 
which would othemise be payable. appropriate. set forth in paragraph (g) of 0 226.11. 

proFed such use is not for the PLIIROS~ imposed upon the -- 5226.5 Determination of annuaI per- of ciscum tomer. centage mte. vention o r  evasion of the re- 
(iv) License fees. .quiremats of this part. 
(v) Certificate of title fees. (a) General ruk-open end mdi t  ac- (3) xim inem&-. ~f an obdga- 
tvi) Registration fees. cants. The &Mual percentage rate or tion is payable in equrtl a t  
(9) Any charge imposed by a creditor rates for open end credit m~-~mts scheduled equal intervals, except for one 

upon another creditor for pwchasing or be computed to the nearest hundredth or both of the irregularities describe& in 
accepting a written order, sales draft, of 1 Percent and s m  be C u e d  &~div&im (i) and (ii) of this sub- 
or similar obligation to be debited to a as fo lb~~s :  paragraph, and the p&hd ftom the date 
customer's Open end credit account, un- (1) Where the charge is exd a d f t  fs extended to the date the final 
less there is a written agreement b e t  clusiveb the p r d u ~ t  of the a ~ ~ l i a t i o n  payment is due nqt &s than 3 months 
the two creditors providing that the cus- of one or more p n d c  rates, by multi- in the of weekly payments, 6 montbs 
tomet shd not be required to pay ~ D Y  Plying each rate by the nu=- in the case of biweekly or semimonthly 
part of that charge Wough any increase her of billing in a Year to payments, or 1 year in the of 
In prSce or othembe, and in fact the d ~ ~ e  each axmual p e r m b e  rate. monthly payments, in de the 
customer is not 'required to do so. except that if the Bmnce cJxui3e is the per-~ge ml=tm 

(b) ~ x c z ~ d e d  charges, red property product of the appllcetion 0: two or m y ,  at his option, treat the foliowing 
transcrctions. The follow in^ charges in more periodic mh, at the c re tofs  OP- irregularities as' if they were regular 5n 
connection with any extension of credit a single &Ma P-be rate' mat or time, as the case may be: 
secured by an interest in real property, ma9 be detemhed by dt- the tom (i) amount of one -t 
provided the~.are  bona lide, reasonable charge by the sum 0s the bd- equal, but not more than 50 percat 
in amount, and not for the purpose of to which applicable and multiply- -ter nor 50 p e r a t  less t b  
ciroumventlon or evsslon of this part, in13 the qument (Wressea as a, amount of regulm payment; or 
dnll not be included in the finance Percentage) by the number of bLlllng (ii) The. betmeen the date chrge: cycles in a ye= credit Is extended and the date the fir& (1) Fees or premiums for title examf- (2) Where the h n c e  charge exceeds payment is due is but not less 'mtions, title insurance, or shllar pur- 50 cents for a.monthly or longer billing 
poses. cycle, or the pro mta part of 50 cents for Fs ~ ~ a h _ P ~ ~ = & b ~ ~  . 

(2) Fees for prepmation of a deed, s billing eycle shorter than monthV,' for 8, obmatioll payable in b i w e  or 
settlement statement, or other docu- and is. or includes s minhum, fixed, or semimonthly ins-ents, or not less 
mats. - other chsrgs not due to the application than 20 days for payable 

(3) Escrows for future payments of of a periodic rate, the annual percent- in monthly 
taxes and insurance. ts. . rate be dekrmhed by dipiding . (4) I Y n a n ~ a p p 1 i c a b Z e  to range 

(4) ~e~~ 'or no- deeds and' t~ total finance charge by the amount of Balances. m e r e  a creditor impom other documents. 
(5) Appraisal fees. of the balance to wqch applicable 'and the same ftnance charge for all balances 
(6) Credit reports. multiplyfng the quotient (expressed as payments within a of speWb.range equal amount. and except requires for a 
(') Prohibited 'ffsets; Vlterestn wwhere. the m~e -e not more M p-at which be for a lesser dends* Or Other Or to be than 50 cents for s monmy or longer b ~ m g  amount, m d  reqnires all payments to -ved by the customer on dewsits or cyge, or the pro ratg p-i 60 cents for s be made at equal intervals. the annual 

on investments in real Or pefsonal Prop- bumg cycle shorter than monthl~, and Is percentage rste @all be 'determined as 
Or a -0 Other prescribed in paragraph. tb) (5) of 

oA creditor's reservation or exerclse of the charge, the annual percentaga rste or rates ,,,, -1 
rlght to refuse to accept ap insurer or agent may be Uetermtned by multlplylng eacll ap- 
o%ered by the customer. for reasonable cause. plicab~e periodic rate by the number of bn- (c) Error in a t&& OT Chalf. the 
does not require includop of the premium ing cycles in a pear Iue6pectlve olmcluuin: event as error 0CcU.r~ in diSCIoSUre of an 
ln the fjnance charge. hum, eea. or other w. annuaI percentage rate because of a cor- 
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responding error in a table or &ad ac- 
qyired in good faith by the creditor, that 
error in disclosure shall not, in itself, 
be considered a violation of this part pro- 
vlded that upon discovery of the error, 
that creditor makes no further dlsclos- 
ure based on that tabIe or chart and 
immediately notlses the Board or a Fed- 
eral Reserve Bank in writing of the error 
and idenaes the inaccurate table or 
chart by giving the name and address of 
the person responsible for its production 
and its serial number. Nothing in this 
paragraph shall affect the Wsslble civil 
UabiliW of any creditor under section 
130 of the Act. -.. .- 

(dl Rounding, Any annual percentage 
rate determined m accordance wlth 
paragraph (3 or (b) of this section may, 
for the purpose of disclome, be rounded 
to the nearest quarter of 1 Percent in 
the 'case of annual ~rcentage  rates of 
2 percent or more and to the mawst 
one-eighth of 1 percent in the case of 
Snnual percentage rates of less than 2 
percent. (For example, 11.31 percent may 
be rounded to 1825 percent, which also 
may be expressed as 18% percent.) 
$ 226.6 General disclome requirements. 

<a) Clear and c o w u s  disclosure. 
Disclosures required by 05 226.7 and 
226.8 shall be made ckarly asd conspicu- 
ously in the order and terminology set 
forth In the applicable section or in sub- 
stantially amnnt order or in other termi- 
nology conveying substantiaW the same 
meanlng, except that where the tenas 
"annual percentage rate", "annual per- 
centage rate & finance charge", or 
uComparative Index of Credit Cost" are 
m e d ,  no alternative Y.ermhology may 
be used. 

(b) Use of pgures-size of type. All 
numerld amounts and percentages 
shall be stated in fkwes. Except as pro- 
dded in 5 226.9(b), termin010m identi- 
fying disclosures, numerical amounts, 
and percentages shall be printed in not 

,less than 10-point roman boldface fSPe 
numerals and capital letters, 0.079-inch 
oomputer time, elite size tmewritten 
capital l e ~ ,  or l e a b  handwritten ln 
equivalent slze figures and letters 

(c) A,dditional information. Additional 
information or explmatlons may be sup- 
p W  wlth any disclosure r ed red  or in 
any adver&ment subject to o a26.10, 
but none shall be stated, uUlized, placed, 
or subsequently omitted so as to contra- 
dict, mfslead, c o n f ~ ,  0-6 or detract 
attention from the mformation required 
to be disclosed by this part. - 
(d) Cup31 to customer. At the time dis- 

closures are made, the creditor shall fur- 
nlsh the customer wlth a duplicate of 

.the Lnstrument or statement by whlch 
the dlsclosares required by this part are 
made. Such COPY. ahall clearb identify 
the creditor by name and address. 

(el Multiple creditofs: joint disctawre. 
If there is more than one creditor in a 

(f Dnknorati infomuah estimate. If 
a t  the time disclosures must be made, an 
amount or other item of bformation re- 
quired to be disclosed, or needed to de- 
termine a rewired disclosure, Is un- 
known or not available to the creditor, 
and the creditor has mide a reasonable 
effort to &rtain it. the creditor mag 
use an estimated amount or an appro=- 
mation of the information, provided the 
estimate or approximation is clearly 
idenwed as mcb, is reasonable, is based 
on the best infomation available to the 
creditor, and 5s not used for the purpose 
of cdrcumenting or evading the dis- 
cbsure requirements of this  art. 

trrrnhcKon, each creditor shall be re- 
sponsible for the disclosures rerluired by 
t6Is part. If two or more credit6rs make 
a joint disclosure, each sha3l be clearly 
idenMed by name.and address. 

(g) ~v&statement. The &closure of 
an amount or percentage which is great- 
er than the amount or percentage re- 
quired to b= disclosed under this part 
does not in itself constitute a violation 
of thls part, provlded that the over- 
statement Is not'for the purpose of cir- 
cumvention or evasion of discIosure re- 
quirements. 
(h) TransitionaZ period. Prior to Jan- 

uary 1, 1970. any creditor may utilize 
exktiw supplies of printed forms, irre- 
spective of b e  size, for the purpose of 
complying with the Wosure  require- 
ments of this part. except that required 
under Parsgraph (b) of 5 226.9, provlded 
rmch forms are altered or supplemented 
as neeesssrp to assure that all of the 
items of information the oreditor is re- 
quired tqdisclose to the customer are set 
forth clea~W and consgicuousls. 

(i) Percentage rate as doUars per hun- 
dred Prlor Zo January 1,1971. any rate 
required under this part to be dtsclosed 
as a percentage rate may, a t  the option 
of the creditor, be expressed in the form 
of the corresponding ratio of dollars per, 
hundred ddllars using the tenn "Dollars 
linance charge per year per $100 of un- 
paid balance:' (For example, rn add on 
finance charge of 4 percent on an obli- 
gation payable in 36 equal monthly in- 
stalments Is equivalent to an annual per- 
centage rate trouuded to the nearest 
quarter of 1 percent) of 760 percent 
which may be stated as "$7.50 W e  
charge per year per $100 of unpaid bal- 
ance".) 
$226.7 Open end credit accounts-- 

s p d c  di6clOanres. 
(a) Opt3nfng neu, account. Before 

opening any open end credit account, the 
creditor,- disclose to the customer in 

charge, which may be iIWOSed as a 
-ce charge. 

(4) Where one or more periodic rates 
may be used to compute the lbance 
charge, each such rate, the range of bd- 
ances t o  which it is applica;ble, and the 
corresponding annual percentage rate 
determlned by multiplying the per idc  
rate by the number of billing cycles in a 
year. 

(5) H the creditor so elects, the corn- 
parative Index of Credit Cost in accord- 
ance with § 226.12. 

(6) The conditions under which any 
other charges may be imposed, and the 
method by which they wiIl be de- 

a single written statement, in terminol- 
ogy consistent with the requirements of 
paragraph <b) of this section, each of 
the fonowing items, to the extent appli- 
cable: 

(1) The condftfons under which a fl- 
nance charge may be imposed directly or 
indirectly, including the time period, if' 
any. within which any credit extended 
may be paid wlthout incurring a finance 
charge. 

(2) The method of dete& the 
balance upon whlch a finance chargemay 
belmposed 

(3) The method of determining the 
amount d the flnance charge, including 
the dekminatlon of any mlnlmam. 
fked, check service, activity, or simtlar 

\ 
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tennlned. 
(7) The conditions under which the 

creditor may retain or acquire any se- 
curity interest in aw pmperQ to secure 
the pamnent of any d t  extended on 
the account, and a description of the 
interest or interests which may be so re- 
fa3ned or acquired. 

(8) The minimum perickc payment 
resuired. 
(b) Periodfc statements requited. The 

&tor of any open end mat account 
&@l fmnmlt to the custamer, for each 
billing cycle a t  the end of which there is 
an ouktmding. debit balance in excess 
of $1 in that acmmt or with respect to 
which a fluance charge fs i m w d ,  a 
statement, or statements In accordance 
wlth paragraph tc) of this section, 
which the customer mag retain, setting 
forth each of the following ltems to the 
extent applicable: 

(1) The outstanding balance in the 
account at the b e g k h g  of the billing 
cycle using the term s'~revi~us balance:' 

(2) The amount, date, and tgpe of 
each extension of credit during th i  bill- 
ing cgcle and, unless Previously fur- 
nished, a brlef identificationa of m y  
goods or servlces purchased, and the 
amount of any other charge not part of 
the linance charge. 

(3) Each amount credited to the ac- 
count during the blUlng cycle for pay- 
ments# returns, rebates of flnance 
charges. and a d l ~ e n t s ,  using appro- 
priate descriptive terminology, and UQ- 
less previously furnjshed, a brief idenmi- 
cationa of each it* credited. 

(4) The amount of any finma? 
charge, using the term ~%nance charge,1s 
debited to the accaunt during the billing 
wde, itemizes and idenitfled to show 
the amounts, if' any, due to the appllm- 
tion of rates and the amount 
of. app other charge included, such as a 
rmmrmrm. fixed, check service, or ac- 
ti* charge: using appropriate de- 
scriptive terminology. 

(5) Each perfodic rate, using the 
term "periodic rate" (or "rates"), that 

- sIdentltlC(Ltlon may be mfide on an ac- 
CompgIIyIng sUp cu by symbol relatlng to 
an MentLiicatlon list prlnted on the state- 
ment 

*These ckarges include any additional 
&arge for the handling of checks, sales 
rsllps, for making account entries, for ac- 
count mslptenance or othenvi6e. imposed 
ln coaPB0tton with an BOOOunt only during 
ehe %he any b&mw thereln represents 
an extendon of credlt 

I' 



may be used .to compute the finance 
charge (whether or not applied during 
the billing cycle), and the range of bal- 
ances to which it is applicable. . 
. (6) The annual percenwe rate or 

rates determined under 8 226.5ta) iden- 
.tified by the term "annual percentage 
rate (or *rates') of finance charge." and 
where there is more than one wte, the 
parh of the balance to which each is ap- 
plicable. . 

(7) If the creditor so elects, the Com- 
parative Index of Credit Cost in accord- 
ance with § 226.12. 

(8) The balance on which the finance 
charge was Computed and a statement 
of how the bdance i a s  determined. If 
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will become effective, whichever is. the 
earlier date. . (el Open end accoints existing- on 
July 1,1969. In the oase of any open epd 
credit account in existence on July 1. 
1969, the items described in paragraph 
(a) of thts section, to the extent appli- 
cable, shall be 'disclosed in a notice 
mailed or delivered to the customer not 
later than July 31, 1969. 
§ 226.8 Credit other thm open end- 

sp&c disdosupes. 
(a) General ruIe. Any creditor when 

extending other than open end credit 
shall, to the extent applicable, make the 
disclosures required by this sectlon. Ex- 

,,credit which is not a credit sale, in' addi- 
tion to the items required to be disclosed 
under paragraph (dl of this section, the 
following items, as applicable, shall be 
disclosed: 

(1) The amount of the loan or other 
credit extended uslng the tern "amount 
of loan" or "amount of credit," as ao- 
ppxble. 

(2) Any aniounts required to be de- 
ducted under paragraph (el of this sec- 
tion using, as applicable, the terms "pre- 
paid finance charge" and "xequired de- 
posit bahm," apd the t ow  of such 
items using the term "total prepaid 
finance charge and required deposlt 
balance." 

the balance % d e t e & ~ ~ ~ u t ~ f i r ~  c e ~ g  as provided in parsgraphs. (g) and (3) The mere& between (1) and 
deducting' all credits during the bill- (h) of this section. such dkclosures shall (2) using the term, "avaiiable a t : '  
ing cycle, that fact and the amount of . be made before the tmmation is cqn- (4). AU charges individually itemized 
such credits shaU also be disclosed. ~unmated. The dis&sJres be made and described which are to be included 

(9) The outstanding balance in the ac- On either- in the amount'financed, but which are 
count 'at the end of the billing cycle, (1) The fa= of the note or other in- not part of the finance charge, using the 
using the term #'new balance." accom- evidencing the ob-tion: ,Or term "other charges" for the total. 
panted by the statement, "pay this (2) The face of a separate skhnent  (5) The sum of (3) and (4 ) ,  using the 
amount before -----,-----, to avoid ad- idatifsing the tra11sactfon, no smaller term lsamount meed:* 

(Data) in paper size than the note or other in- (6) ~xcept  in the case of a loan se- 
ditfollctl mance charges," or a statement s-ent ev'deneing the ob&x~tlon. cured by a, Ikst lien or equivalent secu- 
of the same meaning, if that ls the case. (b) Credzt sales. In the case of a credit litg interest on a dwelltag and m a e %  

(c) Locaticm of disc&sllreses The dis- sale. in addition the items rewired the purchase of that dwelling. 
closures requtred by p-ph (b) of to be disclosed under paragraph (d) of (i) m e  t o w  amount of the finance 
this section mss be made on the periodic this section. the following it6p.S. as ap- -e, w i ~ l  description of ea,& amount 
statement and its reverse side, or on the plicable. shall be disclosed: included using the term "total finance 
periodic statement supplemented by sep- (1) cash price of the property or &arge,"'and 
&rate statement forms provided they itre service Rurchwed, udng the term ''cash. (ii) The sun). of (1). (41, and (6) (9. 
enclosed together and delivered to the. price." (equals total amount of all payments) 
customer a t  the same time, snd further (2) The downpsment, consisthg ,of ofuslng tha terrn4'time loan balanae:' 
provided that-- fl amounts to be credited against the (dl Additional discZosures in sale and 

(1) The disclosure required by pan+ price as downpayment using, as aP- -ale &it, In sny w t l o n  sub- 
graph (b) (1) of this section, the respec- pmble, the term "Wal dm3payment,'* ject to Ws section, in addition to the 
tive totals of the amounts required to be and -~~~~ as to downpsyment in items required to be M a d  under 
disclosed under paragraph <b) (2). (3). money using the "cash downpay- paragraphs (b) and (c) of thfs sectlon, 
and (42 of this section and the disclosure merit." and downPaYmpf proper@, fouoming items, appllcsble, shall 
required by paragraph (b) (9) of set- using the term "trade-m." be disclosed: 
tloq, appear In that order on the face of (3) The difference between the (1)  he ante charge expressed as 
the periodic statement: amounts described in subparagraphs (1) , -atage mk, using the 

(2) The charges and credits required and (2) of pmgmph the tenn "annual percentage rate of iinance 
to be disclosed under paragraph (b) (2) term " U M d  bakmce of cash price.'' charge," except in the case of a finance 
and (3) of this section, if not itemized (4) hdivid* 1-d* charge- 
on the statement; are disclosed on sepa- - which are hduded in the mount fi- (i). m c h  does not exceed $5 and is 
rate slips whi& identify each charge and but which are not of the applicable to an amount 5 n c e d  not ex- . 
credit, and show the dates and amounts ~ ~ ~ , , ~ & ~ w . ~  '*other eeding $75. or 
thereof; ( i .1  Which does not exceed*$7.50 and 

(3) The disclosures required by para- (5) the sum of (3) and C4) trie iS applicable to asl0UXlt w C i ? d  ex- 
graph (b) (4). 5 ) .  (6). and (8) of thts kzl g ' ~ ~ & ~ $ ~ ~ 5 e d  to de- e m  $15. 
section appear On the face of a single ducted e p h  (e) of s& -4  creditor may not divide an extenston supplemental statement; tion using, as applicable, the terms "pfi- of ammmer credit two or more 

(4) The face of the periodic State: pdd -& charge" and de- transactions to avoid the disclosure of 
ment states fbe fonowhz, as appUc&ble. msit balance," ~d the total of rmh an a m m ~  p ~ t a p e r a t e -  - 

she ~ ~ ~ ~ n t  with the require- ikm using the "total prepad fi- (2) The number, amount, and due 
Yllents of 226.6(b) : '~oTI.C?X re- -= charge snd required deposit.bal- dates or periods Of ~WIIleZlts scheduled 
verse side for important fnf~rmation'~ or to repay the indebtedness. If a-linal pay- 
"NOTICE: See accomp- stat.Illent (7) The difference between (6) and . m a t  is more than One and one-half 
(statements) for bp0-t account in- (6) the term -amount ~ ( U ~ M T  times the amount of r e e l 0  scheduled formation;" and - (8) Except h the case of a sale of a equal P ~ ~ t s .  the c d t o r  iden- 

(5) The disclosures are not Separated dmelling, tify the amount of the final payment by 
so as to Confuse Or mislead the customer (1) The total amount of the manee the term UballOOn -1 paymkXltsg and 
or obscure or detmct attention from the w g e ,  with dmljption of amount shall state the conditlon~, If aw, under 
information required to be disclosed. fncluded, using the &ance whichch that pawent may be ~efinanced 

(dl Change in terms. If any change is charge," Enot paid when due. 
to be made in terms previously disclosed (ii) m e  sum oi  (1). (41, and (8) a) (3) m e  default, demquency, or simi- 
to the ~ ~ t o p l e r ,  the creditor shall give the term " the  sale price? a d  lar charges payable in the event of late 
the customer written disclosure of such (hi) The sum of (5) and (8) (i) .(equrrl payments. 
proposed change not less than 30 days to the total amount of all payments) (4) A descrlptdon of any securiir in- 
prior to the &ective date of such change using the term "time balance." ' tkest held or to be retained or acquired 
or 30 days prior to the begfnning of the (c) Loans and other nonsale credit. by the creditor in -comectlon with the 
billing cycle within which such change 3n the case of a loan or extension of &tension of credit, and aclear identlE- - 
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cation1' of the properb to which the price, the annual percentage-rate, and - (3) The axnou11t of the finance 'charge 
security interest rela*. If after-ac- the number, frequency, and amount of for the deferral or extension. 
quired property will  be subject to the paymenk are set forth in the creditor's . U) Serieg. of sinale payment obZiga- 
security interest, this fact shall be current catalog or obher printed material. #m. Any extension of credit involving 
stated. If  other or future indebtedness distributed to the public, or (2) in the a series of single payment obligations 
is or may be secured by any such prop- case of loam or other extensions of cred- shall be considered a single transaction 
ere ,  this fact shall be clear& set forth. it, the amount of the loan, the finance subject to the disclosure requirements of 

(5) A description of  an^ p e k l t ~  charge, the time loan balance, the num- this section. 
charge for prepayment of the principal ber, frequency, and amount of payments, (in) PmksibZe periodic statements. - 
of the obligation that may be imposed by and the annual percentage rate for each If a creditor inmanits a periodic bllllng 
the creditor or his assignee with an ex- ~epre~entative amount or range of credit statement other than a delinquencymo- 
planation of the manner ia which such are set forth in the creditor's printed tie, payment coupon book, or payment, 
penalty may be computed, and condi- 111&teriaI distributed to the public, in the passbook, in coxmectlon with an exten- 
tlons under which it may be imposed. contract of lo= or in other printed ma- don of credit made on or after July 1, 

(6) If the obligation includes a finance terial delivered to the customw, then the 1969, it shall be in a form which the cus- 
charge, identillcation of the method of disclosures resuir&d under tbis'section tomer may retain and shall be subject 
computing the unearned portlon of the may be made esg time not. later than to the fol~owing requirements: 
finance charge and a statement of the the date the first payment is due. (1) Such statement shall set forth the 
amount of any *ed or other ~harge that (h) Sdes of 8UIe-S. H a credit sale is following items to the extent applicable. 
may be deducted from the amount of one of a series of transactions made pur- (i) The outstan@g balance in the ac- 
any rebate that will be credited to the suant to an a€zeement ~rovlding for the count at the he of the billing 
obligation or refunded to the customer addition of the lun01mt finaced plus the cycle using the term "previous balance". 
in the event of prepayment. finance charge for the current sale to an (ii) The amount, date, and type of 

(e) Finance churoe pavdble separateZII existing outstanding balance, and (1) tha each extension of credit during the bill- 
wit-; reqeired deposit balances. customer has rrpproved in writing both cycle and, d e 6 s  previo- fur- 

In de the amount fhamed, to the annual p e r m w e  - or rates and &he& a brief idenmcationa of any 
the ~ ~ f b ~ l c e  m e  is paYable the method of COmputing the Ibance goods or sNlcw purchased and the 
sepamtely, in cash or otherwise, to the m e  or Cham%, and (2) the creditor amount of asg other charge got p a  of 
creditor or, with. the creditois bowl- ~ t a i n s  no Se~uriW i n k n ~ t  in prop- the -ce charge. . 
edge. to another person, or h withheld erty as to which he has received pay- (iii) - 89101111t -ted to the 
by the creditor from the proceeds of the ments agmegating the amount of the ,,t during the billing for pw- credit extk~ded.~ and to the extent w d e   rice including any finance charges ,,t, ret- =bates of mce 
deposit balance other than an escrow attributable Wereto, then the disclosures -&, and ,,sfng 
account under 4 226.4b) is requiredY required under this section for the cur- pria.te desdpme m o l o g g '  and, un- 
as %condition of the extension of aedit, rent sale may be made at any time not le, p r d o ~  furaished, a brief idenu- 
an equivalent amount shall- later than the date the first payment i i c ~ t i ~ u  ,,f each. 

(1) In a credit sale, be deducted as for that sale is due. For the purposes of . The amount of ang proulded in paragraph (b) (6) of this this Pmwaph, in the case of itbs pur- charge, Using the term we,,, section: chased on different dates, the first pur- 
(2) In other extensions of credit, be chased shall be deemedlht pald for, and added to the account during the 

deducted as provided in paragraph (c) h the case of items purchased on the g , ""dzf  y&y2w%z (2) of this section. same date, the lowest ~r iced shall be .-----, 
(f First lien to Bnance construction of 

dweEng.In any case where a securito in- 
terest is to be retahed or acquired by a 

. creditor in c\,~~nection with the finsnclng 
of the initial construction of a dwellSng, 
or in connection with a previously com- 
mitted loan to satisfy that construction 
loan and provide permanent m c i n g  of 
that dwelllug, whether or not the cus- 
tomer ~neviousls owned the land on 
which that dwelling is to be constructed, 
such securlW interest sha;ll be considered 
a first lien against that dwelling to fl- 
nance the purchase of that dwelling. 

(g) OrcEezs by miZ, teZephone, or other 
cmmunicatian. I f  a creditor receives a 
purchase order or a request for an ex- 
tension af credit by mail, telephone, or 
written communication without person- 
al solicitation, and (1) in the case of 
credit sales, the cash price, the downpay- 
ment, the finance charge, the time sale 
=*An ldentlflcatlon or the properfq sum- 

clent to aatlsly the r e q h e n t a  of the then 
current Unlform Commercial Code pnrmul- 
gated by the Natlonal Conference of Dom- 
mlsslonera on Unlfonn State Laws will sat- 
My this requlremat 

nFbaace c m e s  deducted as provlded 
by tats paragraph shall. nevertheless, be in- 
cluded ln determiplng -the finance ch8rge 
under 0 228.4. 
=A deposit balance whlch w in exlstenw 

more than 15 days prior to the ext8nslon of 
crecllt la not considered a requlred deposit 
bnlnnce for the purpose d this paragraph, 
except to the extent the credltor requlres the 
customer to incrae thqt b m c e .  

- 

deemed first paid for. 
W Advances under ban commitments. 

If a loan is one of a series of loans made 
pursuant to a written agreement under 
which a creditor is committed to extend 
a s p e e d  amount of credit to a cus- 
tozier, and the customer has approved 
In writing the annual percentage rate or 
rates, the method of computing the fl- 
name charm or charges, and 8ng other 
terms, the agreement shall be considered 
8 trama~tion, and the disclosures re- 
quired under thfs sectioa need be made 
olils at the time of consummation of the 
agreement. 

a) Rejtnuncing, consolida€ing, or in- 
creasiw. A w  exteasion of credit with 
respect to refinancing, co~lidating, or, 
increasing an existing obligation shall 
be cansidered a new transaction subject 
to the disclomre requirenSents of,W 
part. For purposes of such disolaure, ii 
 an^ .-ed portton of the fhance 
charge is not credited to the extstulg 
obligatiod it shall be added to the new 
flnance charge and shallnot be fncluded 
in the new amount financed. 
(k) Deferrals or extensions. If. the 

creditor defers or extends payment un- 
der an existing obligation and imposes 
a finance charge for the period of de- 
ferral'br extension, the creditor shall dis- 
close to the customer at the time of the 
deferral or extension- 
(1) The amount deferred or extendeb; 
(2) The date to which payment is de- 

f erred or extended; and 

1YIpOSeU. 
(v) The annual percentage rste of the 

finance charge es of the close of the 
billing cycle, using the term "annual 
percentage rate of finance charge.Da 

(vi) The outstanding b&lance in the 
account a t  the end of the billing cycle, 
using We term "new balance," accom- 
panied by the statement, 'pay this 
amount before -,--,---,,-- to avoid ad- 

(J'S*) 
dik-onsl linance charges." or a statement 
of the same meaning, if that is the case. 

(2) Such statement need contain only 
the following, to the extent applicable, 
if it reIates onip to a singIe tramaction, 
all required disclosures have been made, 
and nothink; has occurred since the con- 
summation of the hnsaction to change 
the terms or3ginally disclosed: 

(i) The annuaI percentage rat6 of the 
total m c e  charge using the term "an- 
nual percentage rate of llmnce charge." 

(ii) The date by which, or the period 
(if any) within which, payment must be 
made in order to avoid additional ilnance 
charges or other charges. 

(3) If disclosures are made pursuant 
to subparagraph (1) of this paragraph. 
they may be mmie on the periodic billing 
statement and its reverse side, or on the 

~Identlflcation may be made on an-ac- 
companying slip or by symbol rdatlng to an 
ldentlficatlon list prlnted on the statement. 

~Identlflcatlon may be made on an ac- 
companylug slip or b i  symbol relathg to an 
identification llst prlnted on the statement. 
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periodic billing 6tsltement sdppiemented thecustomer shall have the rlght to re- contractor, subcontractor, supplier' of 
by separate forms provided they are en; scind that .transaction until midnight of material or services. or any of their em- 
closed together and delivered to the cus- the third business day' following the . ployees, that may result as a consequence 
tomer a t  the same time, and further pro-' consummation of that-transaction or the * of agreement of the parties, delivery ot 
vided mat- delivery of the disclbsures required under material, work perfoniml, or services 

(i) The disclosure required by sub- - this section and all other material dis- rendered PU~SUant to a transaction 
paragraph (1) (i) , the respective totals claques required under this part, which; shall be regarded as a security interest 
of the amounts required to be &closed ever -is later, by notifying the creditor retaibed or acquired in real propert$. 
.under subparagraphs' (1) (ii), (iii), and by mail, tekgmm, Or other writing of (e) Eflect of rescission. When a cus- 
(iv) a d - t h e  disclosure required by sub- his intention to do so. Where mil is tomer exercises his right to rescind under 

. paregraph (1) M) . appear 'in that order used, natiflcation shall be considered paragraph (a) of this sectlon, he is .not 
on w e  face-of the periodic billing state- given a t  the time of mailing; when tele- liable for any finance or other charge. 
ment; gr=.is used, noKfication shall be con- and any security interest becomes void 
(3) The disclosures r e q m d  by sub- iiidered given a t  the me-of  filing: and upon such a' rescission. Within 10 days 

pammaph (1) (iv). and (v) appear on notdfiCay0n by Other Wr~tinP shall be after receipt of a notice of rescission. 
the face of single supplemental state- considered given at  _$p? t i e  delivered the creditor shall return .to the cus4 
ment; to the crater's designated place of tomer any money or property given as 

(Ui) The face of the periodic st&?- business- earnest money, downpayment, or other- 
me.t the fouo*g, as appliab]e, (b) Disclosure; mortunity to re- wise, and shall take any action neccs- 
in type *e consistent with the' mquire- .scind. In addition to all other disclosures sary or appropriate to reflect the termi- 
ments of §226.6(b); "NOTICE: See re- requii.ed by this part, the creditor shall nation of any security interest created 
Yerse bde for important infomtionsI or clearly and wns~icuousls disclose to the under the transaction. 33 the creditor 

See accommg. htement cusbrner the customer's right of re&- has delivered any propee  to the cus- 
(statements) for important account in- ~~nf~~~~w~p.&\ce~~~ z- 2 :~~  %.?~p"o?g; ~~o&",~~~'J$; 
formation"; and 

(iv) ~h~ mioswes bmer and Printed type which is not creditor's obligations under this sec- . 
M) BS to confuseor &lead the customer less than 12-point roman boldface cap- tion, the customer shall tender the prop- 
or obscure or d e h c t  from me itaJ letters and numerals on the face of e m  to the creditor, except that if re- 
infomation required to be mlosed- the disclosure statement, the documeht turn of the property in kind would be 
, (n) for mafing pament. Ex- creating the obligation, or on any oth& fmpracticable or fnsqultable, the cus- - 
cept as under 5 226.3 (d) , the dO~ent .which also idenMes the trans- tomer shall tender its reasonable value. 
- ~ ~ p t  of any. mmt allowed for' action to which it relates: ' Tender shall be made at  the location 
payment of an obligation on or before NOTICE TO OVSTOM!ZRr of the ~ r o p e r b  or at the residence of the 
a s p ~ m e d  dste, or chsrge for d&mg . Y@ HAVE A LEG& E I G m  TO CANOEL C-, at  the-option of the customer. 
payment after a rn%j&.d date, shall be THIS TRANSACTION FOR ANY BEASON If the creditor does not take Possession 

on the billing dtement ss a WITHOuT ANY PENALTY OR OBT;I(~ATION of the propem within 10 days after ten- 
imposed on the 1- AND A m  LIENO MORTGAGE. OR der by the customer, ownership ofOthe 

OTHER m c m u ~ ~  INTERES~ TO property vests in the customer without a o U n t  payable in satisfaction of the YO- ROME IS SUBJECTn> BY REASON on his pa* to pw for it. obligatfon lamount financed) for the OF TEIIS TRANSACTION, AND RECEIVE ,A 
(f) wail)er of +ioht of rescission- If period of time between the specifled date aEFUND OF ANY DOWNPAYMENT OR 

the has determined that an and the due date of the obligation, or in OTHER CONSIDERATION BY NO!mTmG: 
the absence of'a design&& due date, ------------------------ AT -------------- C9KkXldon of credit must be obtained. 

, the date the bilmg cycle en& Except (N-e ofcrdtar) (Mdressofcrec~itois .(2) the creditor mill not or cannot grant 
as provided in paragraph (d) (1) of thfs ---------------- OF SUCH CANCEIJATION the extension of credit without retaining 

or acquiring a securSB interest in the d o n *  b m  %i%%E=G- s m  m- residae of me customer ,ad (Sl a 
shall. in addition to stating the amount THAN MIDMGE~ OF -,----,--- OR BY of business days in*peHomance of that "finance charge," using that (Date) 
term. state the "annual percentage rate ANY OTHER FORM OF WRZITEN NWOE of the creditor's obligation under the 
of -nee charge." using that term, ss: a IDENTmYINC3 THE T R B N S a m N  DELIV- t r a ~ ~ s a ~ t l ~ ~  mill jeopardize the peace of 
percentage accwate to the narest  bun- TO T . T  ADDRESS NOT LA- mind, welfare, health, or safety of nat- 
dredth of 1 percent, determined by (1) ~ o E L ~ + $ U ~ U ~  Zu gEOEEg$. 3 ~ ~ ~ ' ~ ~ 2 ~ ~ ~ ~ ' M ~  E% 

the amount of the finance charge -T ~ S E  BY D * m G  - BM)GNING 
by the amount linanced; (2) dividing the FOR YO- P R ~ ~ E m O N ,  - USE the customer 
quotient so obtained by the number of op REG-J OR c m m ,  - Or waive right Of to which 
days b-een the spedfied da,te and the WITH RmmRN ex- R E Q ~ E S ~ D  IS ~ e n t l ~ d ~ $ & r ~  ~ ~ ~ ~ ~ d ~ ~ ;  
due dak  of the obligation, or in tQe ~ U O G E ~ T W .  
absence of a designated due date,. the I -Y OANOEL TECC~ TRANSB~~TION. a d  Signed pmonal statement describ- 
date the billing cycle ends; and (3) mul- ------------------- ,,,, ing the situation requiring immediate 
t ipblw the quotient SO obtained by 360. - (Wstomer'sslgnatuie)' remedy, and modifying or waiving his 
(For example, a $1,000 purchase of grain, ---ifi;cj--- . . right of rescission. 
subject to terms of 2 percent/lO days& <g) First Uen to construkt residence. 
net 30 days, results in a sKmsnce &srgest (c) D&& of performunce. The- gedi- In any case where a s6curity interest is 
of $20 and an amount m e e d - o f  $980 tor shall not disburse any money other .to be retained or acquired by a creditor 
for a period of 20 dus.  The "mrtl per- than in escrow, mrtke any deliveries, in connection with the financing of the 
centage rate of w n c e  chargess is 36.73 make any physical c h w e s  in the prop- initial construction of the residence of 
percent which meg be ~y,un&d to 36-15 erty of the customer, or perform m y  the customer, or in connection with a 
percent or 36% percent. - work or service for the customer until previously committed loan to .satisfy 

he has reasonably satisfied himself thpt that construction loan and provide per- 
§ 226'9 actions. Risht to rescind certain Iran'- the customer has hot exercised his right manent Iinancing of that fesidence. 

of rescission. whether or-not the customer previously 
(a) General rule. Except in the crea- (d) N a b e  secufity interest. par owned the land on which that residence 

tion or retention of a first- lien or equlva-. the purposes of this section any lien upon is -to. be const~ckd,  such security in- 
lent Secu~ib.intereSt ag&St a residence a residence in favor of a creditor, vezldoi, terest shall be considered a first lien 
to finance the acquisition of that resi- again&-that residence to finance the ac- 
dence, in the case of any credit transac- the piuposesbof secuon, ,, bwC quisition of that residence. 
tion in a securib hkrest is Or , day i a  any calendat day except Sunday. § ZZ&~(J ~ d ~ ~ & j ~ ~  tMns, be retained or awuired in any real New Yearvs Day, ~ashington~s Blrthday Me- 
pr0pem which Fused or is expected to morlal Day. Independence Day, Lab0r '~a~ .  (a) ~ 6 h - a ~  tub?. NO adyertisement to 
be used as the residence of the customer. Veterans' Day, Thanbglvlng, and Chflstmas. aid; promote, or assist directly or in- 

- 
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PROPOSED RULE MAKNG 15513. 

directly any extension. of credit may sales including the sale of residential real (4) It permits, except as provlded in 
state- estate. loan, or other extension of credit, subparagraph (5) of tfus paragraph, de- 

(1) That a Speciftc periodic credit other than open end credit, subject to termhation of the annual percentage 
amount or installment amount can be the ~rovisions of this part, shall state: rate to the nearest one-eighth of 1 per- 
arranged, unless. the creditor usually and (1T The rate of a finance charge un- 'cent up to and including 2 percent and . 
customaril7 arranges credit payments less it also states the rate of that charge the nearest 'one-quarter of 1 percent 
or installments for that period and t?X~rCSsed as an "annual percentage above 2 percent where the range of rates . 
that amount; - rate," using that tenn; covered by the chart or table includes 

(2) That a specEed downpayment wiU (2) The amount of the downpayment such rates. 
be accepted in connecticm with any ex- or that no doypayment is required, the (5) In additidn to the requirements of 
tension of credit, unless the creditor asu- amount of any mstdment payment, the subparagraphs (1). (21, and (3) of this 
ally and customarily arranges down- dollar amount of any finance charge, or paragraph, it is prepared to show the. 
psyments in that mount; or the number of inst@lments or the period annual percentage rate on the median 

(3) Any credit terms less conspicu- of repament, eess it states all of the balance within each r&e where a cred- 
ously or with less emphasis than w .foUowing items m lxmnmology consistent itor imposes the same finance charge for 
other credit terms. For this purpose, cash with the requirements of 8 226.8: . all balances within a specified range and 
price is not a credit term. (i) The cash price or the amount of requires payments at equal intervals and 
m) Catalogs. If a catalog or other the loan. as applicable. in equal amounts, except for a 6nal pay- 

multiple-page adverUsement sets forth (ii) The amount of the downpayment ment which may be for a lesser amount, 
the disclosu~es required by this section or that no downpayment is required. subject to the following requirements: 
in a credit terms table, such catalog or (iii) The number, amount, and due (1) If the annual percenwe rate de- 
multiple-page advertisement shall be dates or period of payments scheduled to termined on the median balance under- - considered a slngle advertisement pro- rewy the indebtedness if the credit is states the annua percentage rate deter- 
vided: extended. mined on the lowest balance 5n that 

(1) The table and the disclosures made (iv) The rate of the finance charge ex- range by more than 8 pmxnt of the rate 
therein are set forth clearly and con- Pressed as an annual percentage rate. on the lowest balance, then the annual 
spicuously, and (v) Except in the case of the sale of percentage rate for that range shall be 

(2) Any Wtement of credit terms aP- a d w e W  or a purchase money loan computed upon any balance lower than 
pesring in any place other than in- the secured by a first lien on a dwelling, the the median balance within that iange 
credit terms table clearly and conspicu- time sale price or time loan balance; as so that any understatement wlll not ex- 
ously refers to the page or pages on which appropriate. ceed 8 percent of the rate on the lowest 
that table appears, unless that state-. 8 226.11 G I ~ ~ ~ ~ ~ ~  of a n .  balance, and 
ment discloses all of the credit terms re- age mte. (ii) The annual perceptage rates to 
quired to be stated under this section. be used in making the determinafiion re- 

(c) Ad.pertising of open end credit. (&) annual pv-  quired under (i) of this.subpsragreph 
No advertisement to aid, promote, or as- centage rate appli*le to exkIUi0n shall be computed in 8ccordsnC€! with 
sist dLrectly or indirectly the extension 'Of other than open end mt, paragraph te) (1) (i) of this &on, 
of open end credit may set forth any of be defmmhed as no- an- ' where all payments are eq- in 
the terms described ia paragraph (a) of - nual percentage rate which yield accordancewithparagraph te) (1) Cli) of 
5 226.1, the Comparative Index of CmUt a sum equalto amount of the fimme this section w w e  the lid pagment is 
cost, or Ba t  no downpayment, a speci- w e  When it is applied Peame to less tbn mother papment. I -  

fled. downpayment, or a specitled periodic the unpaid bahlces of the a m ~ m t  fi- (c) Time factors. For the puFposes of 
pagment is required unless it &o clearly nand. d m k d  a r d i n g  to the ac- utgizing the form- set forth ia pars- 
rrnd consplcuouslp sets forth aJl the fol- twxM me- of a w t i n g  p-ents graphs (el, (f) , and (g) of this section, 
]owing items in -logy cornistent made on a debt between the 81310mt the common internal to be used in com- 
with the requ5rements of B 226.7: financed and the amount of the finance putations is a month, semimonth, week, 

me me period, K w, ~m charge. Pursuant to which a Papent  or day. whichaver is the largest, and is 
which any credit may be repaid which exceeds the amou~.$.of the m c e  evenly divisible into the smallest interval 

chsrge is applted first the scournu- between advances or between payments. ' without a linance charge' lated iiuame charge and the balance is  or this purpose. each calendar month The method of determining the applied to the unpaid amount financed. shall b9 considered a i ~  equal period of bslaPCe Won which a we If the papment is not 6UEicient to pay time. The following shall be applicable w be imposed. the finsnce charge for the period, or if in the detamhation of the common 
(3)  he method of deter- the there is no payment, the amount by intervsl: 

anlount of the -e -% which the fhmce charge for the period (1) The term of the transaction corn- 
the detmmmahon of - rf.uxumm exceeds the payment becomes a part of mences on the date of its ' c o ~ t i o n ,  . 
fixed, check service, wtivit~, or similar the -dated m c e  charge. except that if the. flnance charge does charge, imposed as a finance charge, (b) C k r t s  and tabla. A creditor m w  not begin to accrue until a later date, the 

(4) Where one or more periodic rates use a ++I% or a l e  for the PurPose of credibr may, at bb option, consider the 
may be used to compute the finance d e L  ~g the annual percentage rate term of the transaction as beginning on 
charge, each such rate, the range of bal- provided'. the date the finance charge begins to 
ances to which it is applicable, and the (1) It is prepared by the appropriate accrue. 
corresponding annual rate adaphtion of the formula in pawpaph (2) Theintern+ between date kcon- 
determined by m~lti~lging.the periodfc (el or (f) of this.section, as applic~ble; summation and date of k s t  advance 
rate by the number of b W  wdes fn (2) It bears the name and address of thereafter or dateof fb t  payment there- 
a year. the person responsible for its pruduction after me intervm for the purposes of 

(5) The conditions under .which any and a serlal number which shall be the this paragraph. 
other charges may be impose& and the s m e  for each or table so produced (3) x ysdations from m o n w  inter- 
method by which they wlll be deter- with me' numerical content and COnfip- vals are less than 11 days, frolq semi- 
mined. uration: . m o n w  intervals are less than 6 days. 

(d) Advertising credit other than open (3) dollar amounts and percent- and from we- intervals are 1- than 
end. No advertisement to aid, promote. . age F e s  are accurate to the nearest 3 days,such intervals my be considered 
or assist directly or indirecpy any credit two d ~ l m a l  places; snd . . as whole intervals: Provided, That if . 
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such variations occur in more than 20 
percent of the number of intervals in a 
transaction, then the common interval 
shall be the next lowest of a semimonth. 
week, or dag. so as to reduce the frequen- 
cy of variations within the 20' percept 
maximum limitation. 

(d) Symbols. Except where otherwise 
provided in this section, the following 
de£initions of symbols apply: 

Uj=The amount of credit advanced di- 
rectly or Indirectly at the end of the 
jth Interval. 

qj=The number of intervals from the date 
of consummation to the jth ad- 
vance. 

m=T@e number of advances made by the 
creditor. 

Pj=The amount of t h e  payment made at  
the end of the jth Interval. 

vj=The number of Intervals from the date 
of consununatlon to the jth pay- 
ment. 

==The number of paymhts. 
&=The number of InterPsls In a year. 
isRate of tlnance charge per interpal. 
R=aPnual percentage rate expressed as 

a declmal number whlch be 
converted lnto a perwntage rate by 
movlng the decLmsl point two places 
to the rlght. 

(e) ImtaZZment transactions. The f ol- 
lowing relationship among the terms of 
a credit transaction applies to 811 trans- 
action~ except those involving a single 
advance by the creditor and a single pay- 
ment by the customer: - " ; ...,+ 

I+i)*l ' (l+O*a (1+0 -- ,(i?~r : (I$**+ • . - +A 

R is dekxmlned as follows: 
If intervals are months, R=12i. 

- 
Interpals are months. 

U1=$1,000. q1=0 
PI=$~OO m=3 . 
Ps=$200 fk=6 
Pa=$200 m=O 
P4=$600 V4,=12 

The equation is adapted ae fo l lw:  ' 

(iii) Payments at unequal intervals, 
even amounts: 

Assume creditor advances $1.000. customer 
is to make four p&yments of $290 each st 
the end of secopd, sixth, eighth, and 12th 
months after collbummation. 

and .$1,000 each January 1 for 4 years. The 
borrower is to make 60 regular equal monthly 
payments of $240 begLnnLng July 1 prior to 
the f i s t  advance In September. 
Intervals are all months. 

U1=$1,800 q1=2 
U:=$l.OOO q1=6 
Ua=$1.800 qa=14 
U~=$l,OOO q4=18 
Uc=$1800 qc=26 
Us=$?.OOO qs=30 
U?=$1.800 q7=38 
Us=$1.000~ qs=4!2 
P1=$240 m=O 
Pc=$240 m=1 
Pa=$2&0 wa=2 ... ... 
Pm=$240 rra=49 

The equation Is applled 86 follows: . 

If l X i k ~ s ~ s  sre 6eml-months, R=24i. 
If Intemsls are weeks. R=52i. 
If lPtervals a?? days, R=365i. 

' 

Intervals are months. 18ao,l,aoo, l$oa, tpoo, lgm .l,m 
Ux=$1,000 q1=0 (l+f)Z ' a+oo ' (l+0 14 ' (1 ..o u ' (I+(, * ' (lie a 
P~=$290 a=a 
Pr=$290 w=6 

1m 1.m 

Pa=$290 vs=8 
-i (I+O : cl+0 a'240: k* . . + 

P4=$290 w4=la . i=0.02622. 

The equation is adapted as fouows: 8=1%=1~~0 .0a~22=0~0285  or 30a7%. 

2 8 0 , 2 W ) , 3 8 0 ; ~  
(3) Tramactim invokring required 

1,000- 
O+O' ' (1+0' 0+0' n+ou 

&posit baIames. (i) Required constant 
deposit balance: 

i=0.021873. Assume creditor advances $1.000 and r e  
R =1%=12 X OL031873 =026247 or 2626 %.- quire8 that a -er maintain a deposit 
(iv) Payments a t  unequal intervab, kyg&g% l ~ ~ z ~ o n ~ y  unequal am-ounts: payments of $90 startlug 1 month from date . 

i s m p e  credltor advances $1,000, m d  cus- of ~ t i o n .  The deposlt balance wi l l  
fomer is to make papmenta ss f o u m :  $200 be rele=ed to the wtomer rrpon'flpal pay- 
a t  end of secon& month, $300 a t  end of fifth ment of the advance. 
month, $350 at  end of eighth month, and Inw- sre 

- 
$900 a t  end of 12th month. 
Zntervals are months. Uz=~OO qi=O - uz=400 qa=1a 

UX=$I,OOO' qr=o Pl=$gO h=l 
P ~ = ~ O O  -=a P;=$gO * h = 2  
, Pc=$300 w==S 
Ps=$350 m=8 

. . . . . . 
P4=$300 ~4=12 . PI?=$DO -=El 

-<I) Tramactions inirolving a sinqlead- 
v m e  by creditor. (i) Pamnexits a t  equal. 
inteavak, even amounts: - - 

aedltor advances $1,000. snd cm- 
tomer is to  make 24 equal monthly pay-.. 
ments of $47.60 st&g 1 month from date 
Of wnsummauon. 
In@rvals 'me months. -. 

Ux=$l,OOo q1=0 , 
Px=$47.60 *=l ' 
Pa=$47.60 m=2 . . . ... 
P~=847.60 *=24 

The epuatlon Is adapted as followe: 

,,&- 47.60 47.53 , 47.60 ' 
O+O' : OM'+ ' ' (l+014 

i=O.O1M6. 
R=122=12X0.01076=0.1201 or 12.91%. 

(ii) .Payments at  equal intervals, un- 
even amounts: 

Assume creditor advances $~.000, and cus- 
tomer is to make three Damenta of $200 

The equstlon is adapted as follows: 

(v) Payment intervds greater than 1 
year: 

m e  creditor a d d m  ~I.OOO, and cus: . 
tomer is to m&d two payment0 of $550 each 
a t  the end of the 18th and 86th months 
from the *te of c o G i a t l o n .  - 
intervals are months. 

The equation is ampted as follows: 

r=o.o035ss. 
R'=12i=12X0.003555=0.04266 or 4.27%. ' 

(2) ~ra&c~ion  involving muZtipZG 
advances by creditors. 

The equation is applied as follows: 

(li) Required varible deposit balance:. 
Assume creditor advancles $6.000 and re- 

quires a $1,000 d e p ~ s l t  balance wblch is to 
be re-leased in amounts of 8500 pat quarter 
beglnnlng at  the end of the flret .quarter 
Immediately following c o d t l o n .  Cus- 
tomer is to mnke 6 equal monthly pay- 
ments of $900 beglnnlng i month fouo~lng 
consummation. 
Intervals are all months. 

The equation is applied as follom: 

each at  the end of the--. rdxth, 'and Assume a College loen ip whtch a credltor 500 Jml_ 800 900 
nlnth months and s $600 payment a t  the ehd plans to make elght alvances to the bor- 48m 00: ( ~ + f ) a  k(~+f)c  (l+f)r : (l+f)a ' ' : * 
of 1 year from the date of consummation. rower: $1.800 eaoh September 1 for 4 yeam . . 
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1=0.029932. involving a single advanca under the '(iii)' Pangents irregular in amounts 
~=12i=1~xo.ozg93a=08591~ or ~ 5 3 2 % .  w-t ratio m e o & :  and/or inte~als: 
(U) Transaction where customer is re- p). ~ssume -tor advances $1,000 (amoUnt. 

quired to make periodic? depodts into a R P - ~  
finned). and customer Is to repax 81,120 

restricted savings account: TP in accordance with the schedule below. The 
weighted average tlme '(Tr) ln months is de- 

h u m e  -tor advances 81,000, an& cus- (2) The following is the relationship termined bY m P u a g  column (5) a- 
tomer is to make l a  equrtl monthly p a m a  among the terms of a credit tmmcuon Mmg its'tom by the t~~~ payments- 
of $110, $90 of whlch & to be appued to involving multiple advances under the 
repayment of the advance and the m c e  
c-e and ba0 oi w ~ c h  is to be deposited constant method: 

Q) (3 . (3) Into a savings account. The ~avinga amouut 
will be relensed to the customer upon fiPal . (">L Payment Montk mtil pay- OF (3 
peyment of the advance. R'-U . pi ment~i . lor 

TP-Tv 

mtervas am months. 

... . .'. 
Pu=$llO m=12 

The equation la applled es folbwx 

f =o.o1482a. 
R=l2i=l2X0.014822=037787 or 17.79%. 

(f) Single advance and single payment 
transactions. The fouowing relatiSonship 
among the terms of a credit transaction 
applies to those transactdons involving a 
sbgle advance by the creditdr and a 
single payment by the customer: 

.R-($)(%? 

(3) For the purposes of this para- 
graph, the symbols set forth in para- 
graph (dl of this section shall apply, as- 
applicable, as shall the f o 11 o w i n g  
sgmbols: 

(1) Transactions with maturities of 
12 months or less: 

Assume creditor SdVPhnceS 81,000, and cus- 
tcanuagreesto - a ~ e p a ~ f  or 
$1,100. 8 months from the date of consum- 
matlOn. 

Intervals are months. 

The equstlon Is applled as fol lm.  

(2) Tramactions with maturities of 
more than 12 months: 

Ilssrune owditor advances $1.000, and cus- 
tomer in to make one payment.ob $ l a l a m a ,  
17 months from date of consummation, 

JntemaU are months. 
Ux=$l,OOO q1=0 
Px=$1,2l2.42 m = l l  

(g) Approdmation of annual percent- 
age rate. Creditors who qualify under 
the provisions of paragrsph (b) (2) of 
0 226.5 mag appmxbate the annual per:. 
centage rate by using the constant ratlo 
method 

(1) The following IS thk ~ t l d p  
among the tenns a credit tramaddon 

. R'=The approximate annqal percentage 
rate expressed as a dedmal number 
whlch be converted lnto a per- 
centage rate by movlng the decimal 
polnt two places to the right. 

D=MPBnce charge lp dollfus. 
Tp=The nmnber of intervals from the 

dste of consummation to the cen- 
tral polnt of the payments. 

Plh+Pa%+ . . . +PSV. 

Tp=The number of intervals from the 
date of copsummatlon *.the en- 
trSr point of the advances. 

Ux91+Uaq,+ . . . +u-q- 

(4) Transactions involving a single 
advance by creditor: 

<i) Payments at equal interpaIs, even 
amounts: 

The amount U 1s ihanced by 24 monthly 
payments of P each starting 1 month from 
data of amsumm?Uon The charge 
is D. Tr in the case of payments at  equal 
inta-vsls of &en amounts, whether begin- 
atng one or more intervale after date of 
C O ~ t l O n .  la determined by taking the 
average of the t h e 8  to first and last pay- 

ment, mat is, 2 = u H  mtb. Pi thU 
a - .  

example so that l'=kk. 1l D were $140 . la% 

and U wera 81.000. the result would be 
0.1344 or 1S.44%. The annual percentage 
rstm d&mdned by the ~ctuarlal method .is 
l2.S1%. The CO-t ratlo method always 
ooexstates the mual percentage rste d e  
termined by the actumm method in the 
case of slngle payments and paymentr a t  
equal 1Ptemsls Of even amounts. the extent 
of' overstatement b a g  greater with Ugh& 
mtes of ¶Inan- charge ,and longer terms 
Of payment. 

(ii) Single payment: 
Assume creditor advances $1,000 (mount 

-cad), and cwbmer Is to make one 
peyment of $1,052.w, 8 months from data 
at wmwnmatloe The formula Is applled 
aJ. roll0wB: , - .  

Welghted average t ime  (TP) ls 
- 8720 

-=7.79 months. 
l l20 

(5) Transactio118 involving multiple 
advances by creditor: 

agmme transacth Is consummated on 
Aprll15 under the terms af w h l a  creditor 
makes equal rtdvances ot $900 on Aprll 15, 
July 15. and November 16. and customer Is 
to m e  24 mgular equal monthly payments 
af $120 beginning May 15. 

1+24 
TP measured from Aprll 15=- . a 

4 2 %  months. 
Tv measured from April 15 

- - SoO(0) +Q00(9) +900(7) ' =SSS months. 
2,700 - 

5226.12 brnparative Index of Credit 
Cost for open end credit. 

(a) W a Z  ruZe. Any creditor who 
elects to disclose the Comparative Index 
of Credit Cost on open end credit 
accounts- . 

(1) Shall compute the Comparative 
Index of Credit Cost in accordance with 
paragraph (b) of this section; 

(2) Shall recompute the Comparative 
Index of Credit Cost in accordance with 
pamgraph a) of thls section based upon 
any new open end credit account terms 
to be adopted and shall disclose the new 
Comparative Index of Credit Cost ac- 
cordance with paragraph tc) (2) of this 
seckion concurrently with the notice re- 
quired under O 226.7(b) ; 
(3) Shall, when making such dlsclo- 

sure under the provisions of 0 226.7 
. (a) (5) or (5) (7). make the disclosue to 

all open end credit account customers: 
and 

(4) Shall not utilize such Ctisclome 
so as to contradict, mislead, confuse, ob- 
scure, or detract attention from the re- 
quired disclosures. 
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(b) Computation of Comparative In- 
dex of Credit Cost. The Comparative In- 
dex of Credit Cost s h d l  be computed by 
applying the tenns of the creditor's 'open 
end credit account plan to the following 
hypothetical'factors: 

(1 A single transaction in the amount - of $100 is debited on the mt day of a' 
billing cycle to an open end credit ac- 
' c ~ u n t  having no previous balance. 

(2) The creditor.shall impose all fl- 
nance charges including periodic. fixed. 
minimum or other charges applicable to 
such account in amounts and on dates 
canslstent with his policy of i m m g  
such charges upon open end credit ac- 
counts. 
(3) The exact amount of the required 

minimum perfodic payment' Is paid In 
each subsequent and successive billing 
cycle until the amount of the single. 
transaction, together with applicable fl- 
nance chazges, Is paid in full. The cmdi- 
tor shall select aad disclase 8 common 
pasment date, which shall be the same 

prior to the 10th day of each subsehuent 
billing cycle. 

(4) The Comparative Mex of Credit 
Cost shall be expressed and disclosed as 
a percentage accurate to the nearest 
hundredth of 1 percent and shall be de- 
termined by dividing the total a m o h t  
of the finance chaxges imposed by the 
sum of the dw balwces and multipb- 
ing the quotfent so obtained by 360. For 
this purpose, .each billing cycle shall be - 
considered to have an equal number of 
days. 

tc) ~ o n n '  of disclosure. (1) Any dis- 
closure of the Comparative Index .of 
Credit Cost shall be made in the form 
of the following statement: 
Our Compamtlve Index of Credlt Cost 

under the terms of our open end credlt se- 
count plan la ------ percent per year, com- 
puted on the bas18 ~f s .single trcmsactfon 
of $100 debited on the &st day of a bllllng 
cycle to an .socount having no previous bal- 
ance, and paid In requlred -urn con- 
secutlve iastalments on the -,---, day of 
earn suaeedhg b m g  cycle unm the trane- 

your account may be higher or lower de- 
pending on the dates and amounts of charges 
and payments. 

(2) Any newly computed Comparative 
Index of Credit Cost shall be disclosed in 
the form of the statement prescribed in 
s u b p a r a m ~ h  (1) of this paragraph, ex- 
cept that the statement shall be preceded 
by the .words "FXPective as of ---------, ." 

(Date) 
with the words."will be" substituted for 
the word "is'' in the second line of -the 
statement. 
226.13 Exemption of certain State 

regulated transactions. 
Pursuant to the grovlslons of section 

123 of the Act, the Board has determined 
that the specified classes of transactiom 
in the States desknated in Supplement 
I to this part are exempt from the re- 
quirements of chapter 2 of the Act and 
the corresponding provisio& of this 
P d .  
N a :  Supplement I to be hued with the 

fLnsl regulatlom. 
relative ds$e within each billing Wde, hotlon and IU flllmci chargas en, psid in [ p ~ .  ~ m .  =i2893: Mled, Oct. 17, 1068; 
pmvlded that in no' event shall it be fuU. The actual percentage cost of credlt on 8:45 am] 
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