For {omediate réleoase. June 10, 196§;1 ’

The Board of Govornors of the Federal Reserve Syatem

announced today the approval of four interpretations of pravigiﬂﬁg'
in 1ts Truth io Lending Regulation 2 which goes into effect on

July 1. A copy of each Interpretation is attached,
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§ 226,503 " Mik

| th L Feiilay "horfdd Linits Gy
(a) Section 226.5(d) specifies certain Wislmuns in deterﬁiﬁinéfiff:'j';
what minor lrrefilayities i Firat payi nﬁépéfiéﬁﬁ;ﬁmfgbeidiategarded in  f:i.' £
determining the annual percentapge rate, The question arlses as to what E
moximum Limits for sdeh ‘periods would ‘sEL11 Pérmie the {fregular periods to
be considered repular in computing the gnnual percentage rate, U
(b) 1If the period from tha date on which the ilnancé charge
beging to accrue amd the date the final payment 1 due s not less than
three months in the case of weekly payments, six months in the case of
biweckly or semimouthly payments, or one year In the case of monthly pay-
ments, the maximum interval of time frow the date the finance charge beping
to aterue to the date the flrst payment is due is as follows:
(1) 1in the case of weeckly payments, 12 daya;
(2) in the case of blweekly or semimonthly payments,
25 days;
(3) in the casae of monthly paymentas, %50 days,
(c¢) 1If the period from the date on which the financo charge beglins
to accrue and the date the final payment is due {3 legss than thvee months
in the case of weekly payments, six months fn the case of biweckly or semlie
monthly payments, or one year In the case of monthly payments, the manimum
interval of tlme from the date the f{inance charge beging to acrrue to the

date the first payment is due is as follows:




(1) f{n the case of weckly paywents, 10 days;
(2} in the case of biweekly or semimonthly paymentas,
21 days;

(3) in the case of mouthly payments, 42 days

(Interpets and appliea 15 U.§.C. 1606)
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§ 226,807 Assumption of an obligatiégjrdisclgggtes

(a) The queation axises.as to which disclosures gre required

to be made under .§ 226.8(k), ... ...,

(b) For the purposes of §.226,8(k), -an "sssunption' occurs onl

when, by written agreement entered into bE&W%Qaﬁgasqbﬁ¢ﬂu9“§'¢“5&9m¢¥e§“@52 #

the creditor, that subsequant. customer is .or will:be acce

creditor as an obligor on an Qxiéﬁing,avidﬂnge‘oﬁ«deb;.f.lu,gugh;§§ﬁ69@§§€§§§5;
disclosures shall be made aa follows: .. ..

(1), 1f the finance charge originally imposed Qﬁ;tbﬁgﬂﬁiséiﬁﬁé
evidence of debt was an add-on or diascount type finance.charge, the credit

need only diaclose;

(1) The unpaid balance of the obligation asaumed;. . .

(11) The total amount of the charges imposad by the c¢reditor,
individually itemized, in connection with the assumption;

(1i1) The nﬁmbéf. aﬁauhﬁ, and due dates of ramaining payments to
be made after assumption, the total of such payments, and any other applicable
information required under § 226.8(b) (3); 7

(1lv) ldentification of the type of securiiy lotevest, if anysr
retained or to be acquired in any property of the assuming customer and a
brief identification of that property;

(v) The information required to be disclosed under § 226.8(b)(4);
(6) and (7);

(vi) If applicable in connection with the msaumption, the
disclosures required under § 226,4(a) (5) and (6); and

(vii) If that obligation was entered into on or after July i1,
1969, the annual percentage rate orfginally disclosed on thé enisting

obligation,



Sy

(?} If the existing evidence of debt {5 subject to a finance
charge computad from time to time by application of & percentage rate to an
unpaid baleace, the creditor ghall make the diaclosures requirved under
§ 226.8(b) nond (d) and, {f applicable {n connection with the assumption,
the disclosures required under § 226.4(a)(5) and (6), except that in
determining the amount of the f{inance charge and the annual percentage
rate to be disclosed to the customer who assumes the oblipation, the creditor
may disvepard any preps{.: finance charges pasid by the original customer, but
shall {nclude in the fiaance charge ag a "prepald filnance cherge' the totsl
amount of the charges lwmposed by the creditor, individually ftemized, In

connection with the assumption,

(Interprets and applies 15 U.5.C. 1638 and 15 U.5.C. 16139)
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§ 226.808 Disclosure of amount of acheduled payments

(0) Section 226.8(b)(3) requives the croditor to disclose the

Mamount. . .of payments aéﬁééﬁiéd;to{rébay the tndebtedness.” Inréartéiﬁ.'
Lraugactions eatﬁ'pa§meﬁtréénéiéé§ of a0 aqual amount éé§§p§i§géﬁ?ij s
principal and a flnance chéige"whiﬁh'ié ééte}ﬁinéégﬁy apﬁiiéé%iéﬁ ofa
rote to the decrensing wapaid bolance. In such coses a0 two payonts
are equal in amount. The'questién arises an tb:whéﬁﬁaf iéhis ﬁééégéééyug
ko 1ist the vespective dollar amount of each such ?éfﬁéncﬁéé coiply with
this requivement of § 226.8(b)(3), 6# whether an éﬁtiﬁﬁﬂiﬁéiééigéukéfig‘:
permitted.

(h) 1o any trsnsaction fo whieﬁ"€h§ amount ékyﬁaéﬁﬁfé%ui§§i§!
scheduled payment Gther than a flrat or lnéé pa&meﬁﬁ} iﬁ-ludua an equal nmﬂﬁné to
be applied on principal and & floonce charpe computed by application of a
rate to the decressing unpaid balance, at tho creditor's optlon the requires
ment of § 226.8(b)(3) with respect to tho amount of each paymant may be net
by disclosing the following informacion:

(1) 1he amount of each payment to be applied on prinecipal,
and an identification of that emount as payment on principal;

(2) The respective amount of finance charge i{necluded {n

the firat and lost acheduled payments so described;
(e) 1f this option is uwcilized, the exceptions provided under

parsgraphs (b)(3), and (e)(B8) and (d)(3) of § 226,8 shall not apply.

(Interprets ond applies 15 U.8.C, 1638 and 15 U.8.¢. 1639
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B 226.809 Disclosures for certnin student loans

Pootnotes 10 and 11 to Regulation Z provide an exception
from specitied disclosure requirements for interim student loans under
certain Federally insured student loan programs. These exceptions eare
applicable to other student loans of the same type, including those made
to students under Federally supported loan proprams or programs of loan
puarantee, administered by or under agreement with the U.S, Department of
Health, Bducetion ond Welfaze. 1In all of such cases, however, all dis-
clogures must be wade prior to the time the final note is cxecuted or
repayment schedule s agreed upon.

(Interprets and applies 15 U.§5,C, 1639)



