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The Federal Reserve Board of Governors of the Federal Reserve System (Board) published a final rule on April 3, 2003, that adopts revisions to the official staff commentary to Regulation Z, which implements the Truth in Lending Act.  The revisions clarify creditor-initiated fees to expedite the delivery of a credit card are not finance charges or “other charges” that must be disclosed, provided that the card could be provided alternatively by mail (or other means at least as fast) at no cost to the cardholder.  Likewise, the revisions clarify that creditor-imposed fees for expediting payments are also not “other charges” that must be disclosed, if the credit card plan permits another reasonable means of making a payment without paying a fee.

The revisions also allow creditors to replace an accepted card with more than one renewal or substitute card, provided the following conditions are met:

· No replacement card accesses any account not accessed by the accepted card;

· For terms and conditions required to be disclosed under section 226.6, all replacement cards are issued subject to the same terms and conditions, except that a creditor may vary terms for which no change in terms notice is required under section 226.9(c); and

· Under the account’s terms, the consumer’s total liability for unauthorized use with respect to the account does not increase.

Additionally, the revisions provide guidance on how private mortgage insurance premiums should be disclosed on the payment schedule when some premiums are collected and escrowed at the time of closing.  Finally, the revisions clarify how to determine the appropriate yield on comparable Treasury securities for the annual percentage rate test to determine whether a home mortgage is covered by the Home Ownership and Equity Protection Act (12 CFR 226.32).  To determine the correct Treasury securities yield, creditors should use the yield on actively traded issues adjusted to constant maturities published in the Board’s statistical release H-15 (Selected Interest Rates).  For a 30-year loan, creditors should refer to the yield reported on the H-15 for a 20-year constant maturity.

The rule became effective April 1, 2003, with mandatory compliance by October 1, 2003.

___________________________________

David G. Hammaker

Deputy Comptroller for Compliance
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