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AGENCIES: The Board. of ~iovkinors 
of the Federal Reserve' System, the. 
Comptroller of the Curr$mcy. the Fed- 
eral Deposlt fnsurance ceCorpot8tion, . 
the Federal Home b a n  Bank Board, - 
and the National C r e t  Union Adrnin- 
Istration. - , 8 .  

ACTION: Statement of interagency 
enforceme$ policy-Regulation Z. 
SUMMARY: w statement of en-. 
forcement policy' sets forth uniform 
guidelines which the Board of Gover- 
nors of the Federal Reserve System, 
the Comptro?Jer of the Currency, the 
Federal Deposit Insurance Corpora- 
tion, the Federal Home Loan- Bank 
Board, and the National Credit Unioh 
Admidstration will' use to enforce the 
Truth in Lendlng Act and Regulation 

.Z. Specific, standardized guidelines 
will promote improved enforcement of 
the Truth in Lending .through uni- 
form corrective action. including reim-. 
bursement .for borrowers who have 
been overcharged as a result of viola- - 
tions of the Act. 

1 EEFE&IVE DATE: ~hi,s statement ' 

shall become effective on Jahuary 4,' 
1979. 
FOR ~ E ~ T H E R  I N F O I ~ M ~ ~ O N '  
C O N T K ~ .  . 

Dombrow, Office of the Comp- 
troller of the ' currency, .202-447- 
1600; Peter M. ECrsviB, Federal De;. 
posit In subce  Corporation, 202- 
389-44W; Ehry W. QuiUian, Federal 
Home Loan Bank Board, 202-377- 
6440; Margaret Stewart, Federal Re- 
serve Board, 202-452-2412;. Lfnda 
Cohen, National Credit .Union Ad- 

. ministration, 202-254+760. . 
S-ARY INM)RMATION:, 
This document sets forth the. prind- 
ples that the federal regulatory agen- 
' c i s  involved will use in eniofc.ing the 
Truth in Lending. Act and Regulation 

. Z. coordinatioh among the agencies is 
desirable in order to bring auout uxii: 
formity In the administrative actions 
that will be taken when violations of 
the Act are detected To that end, the' 
agencies have developed a set of .policy 
guidelines for zbeasuring h d  correct- 
ing the 'conditions resulting from cer- 
tain violations of the Truth in Lending 
Act. " 

The. guidelinesawhi& follow are id- 
tended to addrtxs those violations 
which result in overcharges to custom- 
ers. It should be 'emphasized that it 
will continue to be the ~o l i c s  of the 
enforcing agencies that, whenver any 
violation. of the Act is detected, rims: 
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pective correction of the violation wffl 
be required-that is. creditors will be 
required toi'take whatever action is 
necessary to ensure that the violation 
does not recur. For example. a creditor 
using fa* that do not comply with. 
the .type @ze re~uirements will be re- 
quired tp obtain new forms which do 
comp4.. 

These guidelines are not intended to 
substitute for any other administra- 
.tiv6 authority that any of the agencies 
has to enforce the' Act, nor do they 
foreclose the cust;omer's.right to bring 
a dvn action where autho&ed by the 
Act. l?iuther,. where apparently willful 
and knowing violations are found, the 
agencies wi1l.noti.f~ the Department. of 
Justice. 

As new examhatioh data concerning 
'the extent a@ tope of violations are 
received, the guidelines will .be re- 
viewed and revised as appropriate. 
They may be modified at  the -discte- 
tion of the agencies so as to be more 
responsive to specific or unique cir- 
c w c e s  which may exist. The 
guidelfnes are also subject to revision 
~ h e ~ n b e s s a r i  to reflect changes in 
the Truth in Len-ding Act or Regula-' 
tion z. ' 

The five participating agencies pub- 
lished a pro~osed statement of ena 
forcement policy in October 1977. 

, More than 300 Comments, raising a t  
lea& m'enty. different substantive and 
technical Issues,'ww pcehed. In the 
months following the'dose of the corn-' 
ment period in December 1971, the 
st&ffs of the part idpath agencies 
analyzed the: c&mxents a id  &aft& . 
several revised' propossls in sd' effort 
to accominodate, to the .extent possi- 
ble, the concerns expressed in those 
wmments.'as well as the views of all 
the agencies. In September 19'18. the 
Interagency Coordinating Committee. 
which ~ ii composed of - d o r  repre: . sentativ1 of the five agencies, agreed 
on a final draft and recommended its 
adoption. m a t  action has now been 
taken by all the agencies ihvolved. 

Ampng the more significant aspects 
of the revised guidelines are the fol-1 

' lowing: 
.I. The wdel inb  set forth a mini- 
mum standard for hforcement of the 
Truth In Lending Act. Each enforcing 
agency retains the option of taking al- 
ternative action where warrazited and 
is in no way precluded from taking en- 
forcement action for violations not 
covered by. the guidelines. 
2. The agencies will 'require reim- 

bursement for vfo~ations discovered on . outstanding loans consummated ' af ter 
October 28, 1974, -and on terminated 
loans originated no more than two 
years prior to the date of examination 
fn whikh the v@lation is discovered 

3. A creditor which understates the 
, annual percentage .rate wil l .  be re. 

quired to adjust the cost of credit to 

\ 

assure that the customet' pays no mord 
than the cUsclosed nnnunl percentage 
rate. A credltor mderstatlng the fi* 
nance charge muit reimburse custom. 
ers for the difference between the 
actual -and the disclosed flnmco 
charge. Where the credltor falled to 
disclose .an annual percentage tat0 as 
required, the customer's cost of credit 
must be adjusted to the m o h t  of the 
rate shown on the note or conkact, 
Where the annual percentage is 
undisclosed and no rate Is shown on 
the note or contrnct, the gredltor will 
be required to reduce the actuql 
annual percentage rate by one quartor 
of one percentage point in first llcn 
mo-rtgage transactions and by ono per- 
centage mint in other transnctlons, 

4. The guidelines provide a tolornnco 
of one-eighth of one percentago polnt 
in disclosure of an annual percentcrgo 
rate. meaning that an amIual percenb 
age rate which understates the tmo 
cost of credit wfll be subject to correc- 
tive action only if the understatement 
is greater than one-eighth of one per- 
centage polnt. The guidelines also pro. 
vide a tolerance for finance charge & 
closures.' If the disclosed ftnnnce 
charge understates the true flnanco 
charge by no more than $100 or 1% of 
the correct finance charge, whichover 
is low&, the understatedent wlll not 
be subject to corrective action. 

5. The agencles will require.relm- 
busement for a violation resulting in 
an overcharge of $1.00 or more for an 
individual account. They may also r e  
quire some form of corrective actlon 

. for amounts under this level whero 
the violations are plrrt of n coaslstent 
pattern or are due to gross negllgenco 
or a q u l  violition of the Act. 

6. Once the amount of .the over- 
c-e is determined to be nbove the 
tolershce levels for annual percentage 
rate . and finance charge &claw&, 
and thus W e c t  to relmbursemont, 
the creditor will also be regutred to r e  
imburse that portion of the over- 
charge representing the tolermco 
amount. The same principle will apply 
to the $1.00 mlnimum amount ncces- 
saw to trlgger reimbursement. Thus, 
these amounts. will be included in com- 
puting the total reclulred to be re. 
turned to the customer. 
7. The creditor may, at  its optlon, 

use either the l u m ~  sum method or 
the lump sum/~ayment reduction 
method as a method of reimbursement 
where overcharges are discovcrcd. 
These. methods are defined in tho 
rmidelines. - 

8. The agencies wlll not reqdre r e h -  
bursement for violatfons Involving dis- 
closures of property insurnnqe oh-wes 

, under 5226.4(a)(6) und the charges 
ilsted in 5 226.4(bl. 

! 9. The agencies will !mulre relma 
bursement for certain vidlntions not 

I involving disclosure of the finnnco 
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charge. and. the annual percentage - $100, or (ii) 1% of the correct ilnance (b) In cases where ad APR was re- 
rate. These violations are related to charge. . quired to be disclosed but was omitted. 
disclosure of Zate payment charges, 

C E H E R A L W L I ~  . 
the disclased AFR shall be considered - 

prepayment penalties and the method to be: 
of rebating unearned finance charges. 1. ~ule s  of &plfcalfon. (a) The pre- (1) The contract rate, if.such a rate 

10. A customer whose transaction is polfc~cs and -edes are un- was &closed on the note or Truth h 
subject to reimbhement must be tord derstood to represent the m l n h m  dlxl~sure statelIlent, O r  
that %he reimbursement the result *dar& to be used by the agendes (2) U Such Contract Iifte V i S  not dIs- 
of the .&tor's fail- to properly enforcing the A& ~af ih w o e  closed, the actual APR. reduced b~ 35 
.djsclose fnformation muired by the amcy wm authorfQ to take of 1 pXentage mint in b e  case 01 
Truth in Lending Act. - appropriate a l ~ t f v e  actlon c o a t -  first lien modgage -- and 
11. special a ~ ~ l g  when crf!-dit ent with the intent of thex wdemes. by 1 percentage point in .all other 

life insurance is excluded h m t h e  fi- T& statemat 01 wm not pre- husacUons. 
me. but ~~ of me dude enforcement of provisloe5 of the a '  p&e=t 2.2 - volunw nature of the insurance -Act which are not covered herein. mot -m&e in- accordance with the Act (b) ~h~ gulaellnes true cost of credit does not exceed the 

and~egulatioh. appb to vioWom lo other thaa open- disclosed APR es defined in this pya- 
12. - guidelines end t m n s a t i o ~ ~ .  Open-end credlt do- yp",eodr mlmenL 

a?bb- Open end credit lations will be treated on a case-by- evat a NItomer hu mer- -latum ~~ case basis mbject to thcgenem~ POU- be e- 
-violations to.be.slibJect to .the general des set these @dellnes. 
.policies set forth in these guidelines (c) Where vjok~om nre -rered bUIs& u m  either the 1- 

- 

and reimbursement will  be reauk& in i,, loans p-d by the holmg ln- method or the fPmp ~ f p a P m ~ t  
approprfate c a . ~  stitutlon imm another inst~tution the & ~ " ~ " $ r ~ *  at me Of 

These - adopted .enforchg agency for the holdv ant I rmlalfonr innozSw a im- mt the &orcement authOritY con- Mer the violations to the agency with dMorvm gJ eredu - zuc wf tained k15 WSiC. 1607 and 12 U.S.C., jurisdfctlon over the ~ ~ g i n s ~ ~  btf- 
1818Cb) in the cases of the Federal Re- mtion* hWUi o r  toss o f f n c m  insumnee <a> 

- serve'Boan3, the EWersl'Deposit In- ne =fntmb (a) wolatfons fC the CMtor has not to the 
customer in w5tfng that credit life, ae f3~-~0rati0a ma the COmp discovered which r a t  haemb~es o v a  ddent, or of in- -- ironer Of the -w@ pursuant to IS shall re~uire corrective action In the 

'U&c 1601 anb 1464(d)(2) form of r e l m b m e n t  to haddual m c e k O ~ U ~ m e ~ e e m b e  
and 1130Ce) in the Of .the Federal -mb for ovetcharge of one wb2d % baa by the 
nome Bank Board, and p-mt dollar or more. crcdltor and improperly excluded fmm 

the finance charge The creditor shaTl td 16 USO. 1607 l2 US.C* (b) The agendes resmc thc *ht to me a ~ p r O P ~ ~  .man for , 
1786teX1) fn the Case Of-tbe N a a 0 d  mqwe r & b m e n t  or other tor- 
Credit Union Admhis@tion. the o v n e  resulting from the rm- rective actlon lor violations that result d-t,,d mee or - me Of the for'3Z0iag in amounts below the de mrnlmrc mce in effect. 
the foL1Owiag merit Of amount when they are part of s eon- If. the -tor bas - ment p o l i ~  is adopted: to - drtent pat- or tire due to ncg- the mmar in wlp pmt - 

&A- OF ERH)&-POL~CY liga= or a Violation of the &dent, health or lass of h a m e  
DEETNl3XONS 

A& lnnrraace is optional but fbere is 
3. P d d f o t  ~ h t c h  ~0mclfce ~cli0n dber  no w e d  m m  option or - Wer than as Usted below, all defl- mndff& (a) C o ~ t i v e  Petion no d k i c l m  of the cost of the insur- 

nitions are those found in the Truth be for all vbletf~ns tffIm ance, the ctedltor s$aTl, udess a claim 
in m d i a g  k t  a ~ d -  Regulation 2 the SCOPe-of these mldellnes On out- - made on the PO- =a _ 
(hereinafter referred to as the "Act"). -ding 10- amsummated since OC- pal& be a written 

1. % . p  sum .method" means -a bber28. 1974. notfce to the affected customer bis- 
method of refmbursement under (b) C o m v e  €i&oa shall be re- closing the cost of the insurance and 
whidh a cash payment equal to the . Q-. for violatf- w i w  Ule notflying the customer that the iosar- 
total o r e m  will be made to a cus- a p e  of these fsldetlaes On t..dnat- a c e  is optional aad that it may be 
tamer. a 10- conSUnmated two - d e b  withtn 45 days to obtain a 

2. 'Zurnp =/payment reduction Yew of the exmdmtlon In which thc fa refund of aupremswns m e &  ~f 
method" means a method of zeim- dolatfo~ara~nob?d. the creditor receives no response 
bursanent under. which a cash pay- 4- ViiZtzHons fnwlolng the fmvroper WIW 45 days. the imxmce uiin 
ment which wiu fully compensate the- disdosure of a n n u  m t c l g e  mle remain in sect and no further correc- 
customer for past overcharges will be (APB) O r  finattce c h c l ~ e .  (a) When? tSve actSon will be requlmL 
returned to the customer and the re- there an understated APR and the (c) OmSssion of the date on.the in- 
maining payment amounts on the loan finance charge b either correct or not surmce option shall not beeqnsidereil 
will be reduced to eYiminate futqe disclosed, the creator s W  takc cor- to result ln a~ or&-- 
overcharges. rectrve action to ensure that tho cus- 1. ~ ~ c i a t  discfosure morafions. (a) 
-3. "Understated.APR" means a d&- tamer's true cost of credit does not If  a creator has not indluded the pre- 

closed annual percentage rate. in- exceed the U o s e d  BPR. Where durn for repuked property insurance 
creased by % of one percentage point, there Is an understated LInance charge . as  part of the Xbance charge. and hzs 
which is less than the annual percent--- and the APR Is correct, the credftor failed to make repalred didosure 
age ra@ calculated in accordance with , shall reimburse the ovcrchnrge (the under 12 CFR 226.4W6). it shall not 
the Act withoutrounding. difference between the actual and the constitute an overcharge. 

4. "Understated finam& charge'' unde~stated flaance chaxge). If the (b) If n creditor has not itemized and 
means .disclosed Xhnce charge which disclosed A?R and Ibancc charge arc dixlosed the charges foundin 12 CFR 
is less than the finance charge calcu- . both understated, the csedftor shnll 8 226.4(b) and has not included them 
lated in aobqrdance with the Act by an take appropriate action to correct the in the finance. charge as reclu[red by 
mount mter than th8 lesser of: (i) larger overcharge. that SectIon, the resulting &dosure 
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violation sha1;'not constitute an over- 
charge. 

8. Non-finance &urge zdolations, t a). . 
If a, prepayment penalty or late pay- 
ment charge in excess of that .-- 
closed has been collected; the excess - 
shall be reimbursed. . . 

(b) (11 A creditor which gives a l a -  
favorable retiate of unearned finance 
charges than wks discIosed must reim- 
burse the differende between~the bfs- 
closed and actual rebate amounts. 

(2) F'allure to rebate unearned fi- 
nance charges results' in an overcharge 
if the creditor has not, disclosed that 
unearned finance charges will not be 
rebated. In such &vent; the creditor 
will be required to rebate unearned fi- 
nance charges ' according to the 
method disclosed or, if none wss dis:. 
'closed, according to the method speci- 
fied under State law. If no method was 
disclosed and State.law is silent, the 
creditor shall rebate unearned.finance 
charges pursuant to the 8ctua1-M 

..method based on scheduled payments. 
9. ~isctosure of reaaon for cGrrecttue 

actfon Whenever cornkctitre action la 
the fonn of rehbmwpent' is made-to 
a customer, the-creditor mu& inform 
the. customer that the reimbursement 
fs being made as a result of the credi- , 
tor's. failure to hake disdosures r9- 
qulred by the: Truth inlkndlng Act. ' 

10. ~einabufsement' procedi& 
Creditors ate encouraged to. make re-. 
imbursqnent volu~tarily and -are -re- 
minded t t  the Act abs01ves' them of 
civil liability for uninteptionsl vioh- 
t h ~  Within 15 days of dis- 
covery. of an error. . 

In the 'event a creditor refuses to\ 
make reimbursement as requested, the 
agency may issue an cease-and-desist 
order to rewire corrective action .in 
accordance ,with procedures prescribed 
In its general enforcement authority. - 

Dated: December 26..1978. - 

HENRY c. WAL~J(C&, 
Member. Board of Governors of : 

. Ure Federal ReJmeSystem 
Dated: December p, 5978. 

J o m  0 . 6 . .  
-Comptroller of the Currency.' 

Dated: December 27.1978., - I 

JOM G. 
Acttng Chaf-%~al 

Deposit Insurance Corporation , 
Dated: December 27.1918. .. 

ROBERT EL MCKINNEY. 
Chairnun, Federal Home 

Loan Bank Board 
DateB: December 26,1978. 5 

LA*? c o d  Jr., ' 

Admintstrator, National . 
'Credf t Union At lmi~tmlwn , 

CFR Doc. 79-340 Ened 1-3-79: 8:45 am] - 

11610-$1rMI 
- GENERAL ACCOUNTING O$FICE 

REGU~A~ORY REPORTS RM& . , 
Recefpt of Report Proposals . 

The follov+x requests for clearance 
of repo*. intended for we in collect- 
ing information fr6m the public were 
received by the. Regulatory Reports 
Review Staff, GAO, on December 27, 
1978. See 44 U.S.C. 3512tc) @nd (dl. 
The Purpose of publishing thZs notice 
in the FEDER~L REG- is to .inform . 
the public of k c h  receipts. t 

The notice fnclGdes the tithe of each 
request receive4 the name of the 
agency sponsoring the proposed cdllec- 
tipn of information; the agency fonn 
number, if applicirblc. and the fre-- 
quency with which the +ormation is 
propolred to be ~0n8~ted. 

Wetten comments on the proposed ' 
ICC requests we fnvlted from sll inter- 
ested persons, omnhtfons, public h- 
terest groups, and afiected businesses. 
Because of the limited amount of time 
GAO has to review the proposed re- 
quests, co.-ents tin triplicate) must 
be received on or before January a. - 19'79, and shad be addressed to Mr. 

Lovelady, Assistant Director, 
Regulatory ' Reports "Review, United 
States General Accou~.ting Office. 
Room 5106, 441 G Street. NW. Wash- 
tnstOn, DC 20548. 

M h e r  .information' may , be ob- 
tained from P a t .  3. Stuart of the 
Regulator Reports Review Staff, 202- 
275-3532.. . . 

,, 
INTERSTATE COMMERCE COX~~USSION 
ICC requests : an. extension without 

changee clearance of the Quarterly 
Report of migh t  .Im and Damage 

. Claims-Motor Carriers, Foqn QL&D- 
- X, required to be.filed by some 2280 

motor &erg of property with an 
average opersting revenue of $1 mil- 
Uon or more, pur'suant to Section 220. 
of .the Interstate Commerce Act. Data 
are used for economlc regulatory pur- 
poses. Reporting burden for carriers is 
-estimated to average 36 hours per 
-report. Reports are mandatorg and 
available for use by the public. 

ICC reuuests an extension without 
chahge clearance of Quarterly Report 
of Freight Ihss and. Damage Claims-- 
Railroads, F x ) ~  QL&D-R, required to 
be filed by some 42 Class I line-haul 

' railroads, except switching and termi- 
. nal companies, with anaverage operat- 

- &.ux revenue of $50 million or mote, 
- pursuant: t o  Section 20 of the -Inter- 

state Commerce Act, This .is a smaller 
number of carriers than previous due 

., to revised revenue.claSsifiwtions. Data 
are used for economic regulatory pup 

, ' pose. Reporting burden for carriers is 
'; estimated to average 64 hours per 

report. Reports are mandatory and 
available for use by the publb. 

. NORMANF.HZYL,. 
, .,. Regulaloty Reporb 

Review Oificer. 
C'FR DOG 79-320 Filed 1-3-70; 8:45 am1 

I421 0-01 -MI 
DEPARTMENT OF HOUSING AND 

URBAN DEVELOPMENT 

hocket No. NPD-854: FDAA-568-DR1 . 
KENTUCKY 

Maior Dicosfer an$ Related Dofrrmlnattonr 

ACiENCYi Federal Dlsaster Asslstsnce 
Admhbtratioa. 
ACTION: Notice. 
SUMMARY: Thls Is a Notice of the 
PresMential declaration of a major dls* 
aster for the Commonwealth of Ken* 
tucky (EDAA-568-nR). dated"Decem- 
ber 12, 1978, and related determlna. 
tions. 
DATED: December 12,1978. 
FOR. ~~ ~PORMATXON 

-CONTAW. 
A. 0. Reid, Program Support IStdf, 
Federal Dlsaster Assistance Adminls- 
tration, Department of Housing and 
Urban Development, Washington, 
D.C. 20410 (202/634-7825). 

-NOTICE: Pursuant to the authority 
vested in the Secretary of Housing md 
Urban Development by the President 
under Executive Order 11'185 of July 
11; 1974, and.delegsted to me by the 
Secretary under Department of lious. 
ing and Urban Development Deloga* 
tiox of Authority, Docket No. 0-74- 
285; and by vfrtue of the Act of May 
22, -1974, entitled "Dlsaster Reliof Aot 
of 1974" (88 Stak 143); notlco is 
hereby' given that on December 12, 
.1918. the President declared a mujor ' 
disaster as follows: 

I have detennlncd that thednnuage ln cer- 
tain areas of the Commonwealth ot Ken. 
tucW resulting from sevcm storma and 
noodhg b e ~ ~ d n g  about Deccmbcr 7,1078, 
Is of sufficient sevedty qnd ntagnltudd to ' 
warrant a major dlsnster dcclnrntlen undcr 
PubIIc lBLW 93-288. I therefor0 dcclnra that 

' such a malor dlsaster extsts In thc Common* 
wealth of Kentucky. . 

Notlce is  hereby given that pursltant 
to the authority vested in the Sccre-' 
tary of Rousing and Urban Dcvelop- 
ment under Executive Order 11705, 
and delegated to me by the Secretary 
under Department of Houslng and 
Urban Development Delegation of Au- 
thority, Docket No. D-74-285,I hereby 
appoint Mr. Thomns P. Credle of the 
Federal Disaster Assistance Admink* 
tration to act as the Federal Coordi- 

. . 

' .  
FEDERAL REGISfER, V O L  44, NO. 3--THURSDAY, JANUARY 4, 1*9 

. . 




