For immediaty release. T : . May 5, 1969, -

The Board of Goverors of the Federal Resorve System
annuuncgﬂ,tndéyjthefééptovaxraf soven-interpretations of proyistons
in tts Truth {n Lending Regulation Z which goes {nto effect oun

July 1. A copy of each intétprétation 1s attached.
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§ 226,200 i,ay#;iwav? ﬁsixa m’:"e

retofd the marchandiae fﬁr a cu:
fa full’ and the austomer has ﬁc ccn,ravgua_'ebli?s

and may, at his optian, revcke 8 purchasc made under

sidered an -exttanalon af credit subjént ts Lha previsians cf egulaLion,

5/5/69




§ 226,402 Term: af insurance cnvera

(a) Under § 226 é(a)(S) an‘;(ﬁ,.ue ain diaclosuraa ofﬁ

premium costs, Lf applidable, ara required, The~q’ %rian uriaﬁs:aartolfﬁ

whether such amcunta oE aust disclesedzmuat ii Lude tha cnun ak in§u ‘ncf
for the full tetm af the transaction. - 7 7 7
(b) - Under § 226.4(h) the cost af inaurﬂnce for ihe full period

of ingurance uovarage which the- greditar wiil raquira ghall be diselosgd

{f the cost of the insurance premium is fequirad &e be anLude& in :he

finance eharge. Hawever, 1f the eaat mf insufﬁne;qis not rﬂquifeé ca be 7
included in the financa chnrge the codt to ba d;sﬁlosed need only be the it;”t’
cost of premiums £or the term cf,the ;uicial-policy or policies w;i;;eu Ln,
connect fon withvthe transaction, aééﬁmgaﬁiad'ﬁy'ara;acemenm;oﬁrtbé:fypg vaf

ingurance and the term thereof,
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4 226,703

opaen. end account'fshnll disclaﬂﬁ; amqnp othar thxnga. "The bal&nce on
which the ftnance chatge was computed, and & atatewent of how that

balance wasﬂdetarmined‘" In eome instances, creditors compute a finance

charge on the avarnge daily balance by applicatinn of o monthly perfodic
rate, In ggchtcase,vthia information is adeqwatcly disc¢loged 1€ the
atatement giﬁgsfthe amount of the average dailly balance on which the
finance chaugarwéh'cﬁﬁpu;édg mnd a15o7ntnteé how the balange is detey-
mined, In other inéﬁnncea, the finance chérge is computed on the balance
each day by applﬁqa;ion of a . daily pextodlie rate and such tcharges are
aceumuiateérand,dehitad to the account in a single amount for the billing
eyele. The question arises whether the perlodic statement must show for
each day of the billing cycle a balance on which a finmnce charge was
computed,
(b) If a datly ﬁcriodic rate is used, the balance to which it
is appllcable shall be stated ns follows:
(1) A balance for each day in the billing cyele; or
(2)  The sum of the daily balances during the billing cyele, or
(3) The average dally balance durlng the billing cyele In
which case the creditor shall state on Lthe face of the
pariodic statement, its reverse side, or on an enclosed
supplewent that the average dafly balance 18 multiplied
by the anuvher of days in the billing cyecle and the
periodie rate applied to the product to determine the
améunc of the finance charge.
In each cage the annual percentage rate shall be determined aud disclosed

by multiplying the daily periodic rate by 365,
5/5/69
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- §2264 ?0& Annunl pavcenrag raée'domputatigu whero<5tanmactimn charges
T are. impused on open end credit ajoountsd -

(a) Section 226 7(5)(6) prascribaa the methed by which an
annuai percentage rate 13 computad whern the ereditor . ol the open end
credit aecmunt imposea Einance uhargas with respact to mpecif‘c trang=
actions duling tha billing cycle','
(b)Y In daCermining the deénominator of the frection under
§ 226.?(&)(6); no amount will be used more than once whan adding the
sum of therbalanaeé’te whighjﬁeriodlc rates apply to the sum of the
amounts financed to which gpeéific transaction charges apply. In every
case the full amount of'trénsaction§ to which specific transaction
chargﬂs apgly shall be included in the dendminator. Otlier balances or
parts of balancas sha11 be lncluded accord{ng to the manner in which
a peti&dié pg:é ig applied, @§ {llustrated in the following examples
of accounﬁé?eﬁ’WQchlyrbillihg éycles:
1. éreviaus balance - none
A spgciﬁiﬁ Cxahsactiah of $100 occurs on first day of the billing -
cyela,
The average daily balance is $100,
A specific trénaactton chiarge of 3% is applicable to the specific
transactions,
The periodic rate {8 1-1/2% applicable to the avercge daily balance,

The numerator is the amount of the finance charge, which is $4,50,




multipliéd by L& (tha nunher‘af mo,.

”reviﬁua balance - $100
HY specific txanaaction af $100 cccurs at midpaiut cf’
hilling Lyclap

The avarage daily balah¢e~;§,$15§;1 .

A spacifie tvanaaction qhéfge of'Siiié'applibéﬁyé'Fbggﬁéfgpégffié-
Lranaactiaﬂo - 1 4 : i
The periodie raLe {a 1~ 1722 applicahlv to the nv@rage dﬁily balanre ;

The numerator is the amount of finsnce charge), which Js $5 25,

The denominatcr'is the amcunt of the tfanqactian {which'is.$1005; f{f
plus the amount by which the bnlancc to which Lha pﬂfiad{a rate
npplitb exceeds the amounts of specific cranaa&clans (auv {?1:
excoas in iLhds cane ia 530), tataling $£50. - 7

Ag explainﬁd in exomple 1, the aunna; p@rqentag@,fé?e;;s'V}irfﬂ
3.5% % 12 = 42%, L .

Lf, 4o exsmple'g, the pgribdic rﬂte,appliesronlyréé_éhérﬁtéQQQQQf
balance, the numétator is.$hg56 and chefaéndﬁinatcrﬂ{§i$200}(hﬁé7
amount of tha transpetion, 9100, plua the balaﬁea to which @nly fféf*
the periodie cate i8 dpplicnble, ﬁhe $IGG p:avicua bﬁlunee)i 7
As explained dn sxample 1, the annual petcentage rata s :

2,25% x 12 = 27%.




4, If in exampla ?, tha peri fe rata app

the numeracor 18,33,

of the'cransaet‘nh,, 100 plua zhe:balance ﬁe hic

5y kPrevimus balanﬁa = >1CO
A apgcifiq tcansaetiou'(ahackjiqusioﬁ oteurs
che'billiug cyc)é;-' »

‘the avurage daily halance is 3150

1pericd1c rate is 1- 1/?%,applied Lo the avexaga dai&y balance._ri

The numerator ia cha amauut uf tbe finance khﬂlge, wiich is
$2 50, and inciudes tho 25 Qenta check ehﬂige and Lhn 32 25
ulting from the appllcaticn cf the periodic’ ratp 'Thér?%f'ii £
denutinarnr 15 the full amuunt oi the: speciiic tranaaction o
(which 1§ $106) pluq the amaunt by wbiah the nvernge daily
balance axceeds the Amount of the speaiiig;granaaer;on (which Sl

in this cage 1s. $§0), tﬂiﬂling SISD “As @?plained,ih'exempigtlii,aj:

th antiual parcanLape rstc would be 1=2/37 % 1? “ﬁ7
(c) Regardless of -such. meth@d of computnhicn, the nunual
pvrcentagé rate to be disclosed shall be not less than the periodic rate

multiplied by the number of periods 1n'avygur or chg rate ag may,atherw}aa:¢~»“'

be datétmiﬁed undet § 226,5(a),
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§ 226 802 Disc ogures on. mail'cr’telaphona urders

(a) 'Under 5 226 S(g) disclcaures may be mnde at any time not

later than che date the first payment 1ia due under certain condi;icna. Tha i

question aﬁiaua a8 to when disclosuraa shall ba made on mall or telophonn

orders,

mh&re — t&a' ;

able to the cuscomer cr proapective customar.

creditor

1,‘

2.

3.

$/5/69

(b) Urad@r the, ::ircumatances set Eert:h i.n the abovie question, the
ahau make tha diaclesurm reqqued under Regulation % as follcwa'
with respecg to-eredit sales, not later than at the time of
dalivery of the rpﬁr'oﬁétty'ar, first performance of eervice ordered,
Mith reépeet;té loans, not later than 7“ t#e time proceeds of the
loan are Vd;sburSedsr¥z o

.Excéﬁt that 1f the érénéécticn'is subjeet to the provisions of

7§ 2?6.9, tha digclosures shall be made before the transaction

{8 congunmated,

fformatien o ’linad in§ 2?6 B(g)(l) and (2) 18 nnt avail*fi;



'hilling atatmf

§ 226,803 bia’cxmre{wﬁeﬂ discounte apply for prompc paymeny

(a) Under § 226 B(o), diaclnsureg shnll be made on the
rnt uheteaa under § 226 B(n) diuglceures ﬂhaul he made
beforu the trnnsactinn 13 conaummated. Tha quescion arises aw to which
proviaion prevailn. ‘ L ” |

'(b)’ The proviasions of § 226.8(b) prevall under the
condition det fcrﬁhfin that paragraph unlesarthe tranaaction {s also
subject to che ptavisiﬁna af § 226.9 {n which event thae disclosures

ghall he made bBefore the tranaactinn is consummated,
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“actions mads

,‘;9" ';r,l

§ 226, 804 Sarieq,af ealas ccntgnt Qf agraement

(a)‘Uﬁder 5 226, B(h). if a credit sale is ont 02 a vecies of trnna~,7;

under an agreemant provtding Eor the nddition of 8 currant

,ﬁtiﬂg;cutatanding halanue and the cuscomec hns approved in
writing uhe aﬁnual patcancage rnca or tatea and certain other reauirements
age mat, diaclosutea may be made at gny time not later than the date the
firat payment f@r chac sale 15 dua.

{b) The,qugstian avises as to how the annual perc¢entage rate or
rates shdgld ba- ahiown in én»agtéement where, for example, an 187 aonnual
Pﬂfﬂentﬂaé rate applies to the first $500 of balance, n 12% annual percentage
rate applies to all balances over $500, and the mix of the two rates on
transactions over $500 will praduce a gradually decreasing annual percentage
rate as the amount of balance over $500 increascs.

{a)rihiaddiclah,ta meeting the other requirements of § 226.8(h),
if two or more anmval percentapge rates apply to ranges of balances, the
agreement need Qﬁly state each annual percentage rate and the range of

balances to which it applies, However,’the disclosures which must be made

not later than the date the flrst payment is due must include the actual

annual percentage rate applicable to that dnle.
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