T L

FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LA SALLE STREET
CHICAGO, ILLINOIS 60690
(312) 322-5322

Circular No. 2903
May 29, 1981

To All Depository Institutions in the
Seventh Federal Reserve District:

REGULATION Z
TRUTH IN LENDING
PROPOSED STAFF COMMENTARY

The Board of Governors of the Federal Reserve System's staff has
published a proposed official staff commentary on Regulation Z, "Truth in Lending."
The proposed commentary applies and interprets the requirements of Regula-
tion Z with respect to open-end and closed-end consumer credit.

Interested persons should direct their comments to the Secretary, Board
of Governors of the Federal Reserve System, 20th Street and Constitution Avenue,

N.W., Washington, D.C. 20551. Comments must be received by July 10, 1981 and
should refer to TIL-1.

The Board's press release and an abbreviated version of the proposed
commentary are enclosed. The full text (145 pages) of the proposed commentary is
available upon request from the Circulars and Publications Division of this Bank, at
(312) 322-5302.
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John D, Van Pelt
Assistant Vice President
Office of the Secretariat
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The commentary does not purport to be exhaustive. It concentrates
on material of general application whose inclusion will, in the staff's view,
be useful to the widest possible audience. For example, the commentary provides
several illustrations of ways in which clused-end credit disclosures may be
segregated in accordance with the requirements of § 226.17(a). The examples
chosen are those that appear most likely to be utilized by a number of creditors,
although other methods may be equally permissible. Similarly, the commentary
will address prevalent credit transactions, to the extent that they present
important questions under the regulation. It will not, however, attempt to
address each credit plan's unique set of facts. The commentary instead identi-
fies several basic factors characterizing that type of transaction. Creditors
must then determine whether the discussion applies to their own transactions
given their particular variations. The staff expects to update the commentary
on an annual basis, or more often as_the need arises.

Each paragraph in the commentary. is identified by section and in
some cases by subsection. For example, the comments for § 226.21 (Treatment
of credit balances) are designated as comments 21-1 through 21-5, while the com-
ments for § 226.18 (Content of disclosures) are further broken down and desig-
nated according to the particular subsection addressed, such as comment 18(b)-1
and 18(r)-1.

The following cross-references to related material appear at the end
of each section of the commentary: (1) "Statute" -- those sections of the
Truth in Lending Act on which the regulatory provision is based; (2) "Other
sections" -- definitions and other provisions in the regulation relating to
that section; (3) "Previous regulation" -- parallel provisions in Regulation Z
as it existed before April 1, 1981; and (4) "1981 changes." This last category
is a brief description of the major changes made by the 1981 revisions to
Regulation Z. The text of the commentary does not refer to the earlier regula-
tion. However, a comparison to the prior regulation may in some cases be
helpful in explaining the amended provision and may be of interest to some
users, and the proposed commentary incorporates this information, to a limited
extent, in the cross-references. The staff particularly solicits comment on
whether this material should be retained.

Comment is welcome both on the substance of the material and on the
format in which it is presented. Commenters are encouraged to focus on material
of particular interest to them; they need not address every provision. The
staff will consider for inclusion in the commentary any material appropriate
for a staff interpretation of this scope, but commenters should not expect the
commentary to answer every question or remove every possible ambiquity from
the regulation. No comments that have the effect of revising or eliminating
any requirements of the regulation itself will be considered. To expedite
analysis of the comments, commenters are requested to identify portions of the
commentary according to section and paragraph numbers and to begin discussion
of each section on a separate page.

Comments must be received by Friday, July 10, 1981. After considera-
tion of these comments and possible revision of the commentary, official staff
interpretation TIL-1 will be published in final form in the Federal Register.
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