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shall also constitute a decision by the
lender which will be final and sufficient
o comply with said Acts,

{f) In such instances where a good
faith finding has been made, in
accordance with the procedures outlined

in paragraph {e) above, by a lender orits . -

agent, acting pursuant to the
requirements of the Act, that the ‘
property is outside the special flood
hazard area, such finding as to the
location of the property shall be final
with respect to such property, regardless
of any subsequent contrary conclusion -
by any person, agency, or body, and
regardless.of any change of ownership
of the property or status of the loan or
transaction, provided, af the time of any
subsequent making, increasing,
extension, or renewal of a loan with
respect to which the improved real
property is the security for a loan or the
subject of & Federally insured or
guaranteed loan, the map upon which
¢he original finding was based is still in
effect and remains unrevised as to the
property in question.

On page 7145 under the heading
General Guidelines for Lenders the
current paragraph 2(f) is amended to
read as follows:

{f) The burden of ascertaining whether
the location of the real property which is
to be the security for a loan is within a
designated area of special flood hazard
resis upon the lender and the lender
cannot discharge this responsibility by
obtaining a self certification from the
borrower that the property is not located
in an area of special flood hazard. The
lender must therefore ascertain the
specific location of the property by
whalever means are appropriate and
must then determine whether it is shown
as being in an area of specizl flood
hazard on a Flood Hazard Boundary
Map or a Flood Insurance Rate Map.
The lender may perform that task itself
or may utilize the Map Information
Facility {MIF) which will provide the
lender with that-determination,

. The MIF is responsible for providing
1o the lender an accurate determination
as to whether a property is located in an
FIA identified area of special flood
hazard and it is the position of the
Federal Insurance Administrator that if
the lender utilizes the FIA MIF the
lender's respansibiiity is limited to
furnishing an accurate property
description to the MIF and utilizing with
due diligence and good faith the -
information provided in the Certificate
of Determination.

However, because the Map ,
Information Pacility is being phased in
on a State by State basis, the option to
rely on the MIF will depend upon the
status of the particular State and

sommunity in which the property is
located.

{Nationel Flood Insurance Act of 1968 (Title
X1H of the Housing and Urban Development
Act of 1988): effective January 28, 1969 (33 FR
17804, November 28, 1968) as amended {42
U.S.C. 4001-4128): Reorganization Plan No. 3
of 1978 (43 FR 41943) and Executive Order
12127, dated March 31, 1879 (44 FR 19367) and
Delegation of Authority to Federal Insurance
Administrator)

Issue date July 8, 1880.
Frandis V. Reilly,
Acting Federal Insurance Administrator.,
{PR Doc. 80~21723 Filod 7-18-80: 8:45 am}
BILLING CODE 6718-03-M -

FEDERAL FINANCIAL INSTITUTIONS
EXAMINATION COUNCIL

Fegulation Z; Joint Notice of
Statemsnt of Enforcement Policy

AGENCY: The Board of Governors of the
Federal Reserve System, the Federal
Deposit Insurance Corporation, the
Federal Home Loan Bark Board, the
National Credit Union Administration,
and the Office of the Comptroller of the
Currency.

ACTION: Statement of interagency
enforcement policy—Regulation Z

‘SUMMARY: This statement of
enforcement policy summarizes and
explains the restitution provisions of the
Truth in Lending Act, as amended,

- which generally requires the Board of

Governors of the Federal Reserve
System, the Comptroller of the Currency,
the Federal Deposit Insurance
Corporation, the Federal Home Loan
Bank Board, and the National Credit
Union Administration to order
restitution where annual percentage
rates or finance charges are understated
to consumers. . .
EFFECTIVE DATE: This statement shall -
become effective on july 11, 1980.

¥OR FURTHER INFORMATION CONTACT:
Alan Dombraw, Office of the
Comptroller of the Currency, 202/447—
1600; Peter M. Kravitz, Federal Deposit
Insurance Corporation, 202/3808-4512;
John C. Price, Federal Home Loan Bank
Board, 202/377~6571; Timothy R.
Burniston, Federal Reserve Board, 202/
452-3946; Ben Henson, National Credit
Union Administration, 202/357~1080.
SUPPLEMENTARY INFORMATION: The
Truth in Lending Simplification and
Reform Act, Title VI of the Depository
Institutions Deregulation and Monetary
Control Act of 1980, amended the Truth
in Lending Act. Section 608 of the Truth
in Lending Simplificatior and Reform
act supercedes the statement of
Regulation Z enforcement policy

published by the federal financlal
institutions regulatory agencies in
January of 1978. This document sets
forth the principles that the agencies

- will use to enforce the restitution

provisions of the Act. Coordination
among the agencles is desirable to bring
about uniformity in the adminisirative
enforcement-that will be taken when
violations of the Act are detecled.

The policy guide which follows
generally addresses those violations
which result in monetary and other
adjustments to consumers. It should be
emphasized that it will continue lo be
the policy of the enforcing agencies lo
require prospective corrective action
whenever any violation of the Act is
detected.

The agencies anticipate that financial
institutions will voluntarily comnply with
the policy guide. In cases where
voluntary compliance is not undertaken,
the agencies will use their cease and
desist authority to require correction.

The policy guide in no way forecloses
the cansumer's right to bring a civil
action where authorized by the Act.
Further, where willful violations are
found which were intended to mislead
the consumer, the agencies will also
notify the Department of Justice.

Dated: July 11, 1980.
Mr. Griffith D. Garwecod,

Deputy Secretary, Board of Governors of the
Federal Reserve System.

Mr. Hoyle L. Robinson,

Executive Secretary, Federal Deposit
Insurance Corporation.

M. }. J. Fion,

*Sacretary, Federal Home Loan Bank Board.
Ms. Rosemary Brady,
Secretary of the Board, National Credit Union
Administration.
Mr. Lewis G. Odom, Jr.,
Senior Deputy Comptroller, Office of the
Comptroller of the Currency.

‘ Administrative Enforcement of the Truth

in Lending Act—Restitution

The Depository Institutions .
Deregulation and Monetary Control Act
of 1980 (Pub. L. 86-221), was enacted on
March 31, 1980. Title VI of that Act, the
Truth in Lending Simplification and
Reform Act, amends the Truth in
Lending Act, 15 U.5.C. 1601 et seq.
Section 608 of Title VI, effective March
31, 1980, authorizes the Federal Truth in
Lending enforcement agencies to order
creditors to make monetary and other
adjustments to the accounts of
consumers in cases where an annual
percentage rate or finance charge was
inaccurately disclosed. It generally
requires the agencies to order restitution
when such disclosure errors resulted
from a clear and consistent pattern or
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practice of viclations, gross negligence,
or a willful violation which was
intended to mislead ihe person to whom
the credit was extended. However, the
Act does not precinde the agencies from
ordering restitution for isolated
disclosure errars.

This policy guide summarizes and
explains the restitution provisions of the
Truth in Lending Act, as amended. The
material also explains corrective actions

the financial regulatory agencies believe °

will be appropriate and generally intend
to take in thoae situations in. which the
Act gives the agencies the authority to
take equitable remedial action.

The agencies anticipate that most
financial institutions will voluntarily
comply with the restitution provisions .of
section 608 as part of the normal
regulatory process. If a craditor does not
voluntarily act to correct violations, the
agencies will use their cease and desist
authority to require correction pursuant
to: 15 U.S.C. 1607 and 12 U.S.C. 1818(b)
in the cases of the Board of Governars
of the Federal Reserve Sysfem, the '
Federal Deposit Insurance Corporation,
and the Office of the Comptraller of the
Currency; 15 U.S.C. 1607 and 12 U.S.C.
1464(d)(2) and 1730(e) in the case of the
Federal Home Loan Bank Board; and, 15
U.8.C. 1607 and 12 U.S,G. 1786(e}(1) in
the case of the National Credit Union
Administration. '

Restitution Provisions
Definitions

Except as provided below, all
definitions-are those found in the Truth
in Lending Act {"Act") and Regulation
Z, 12’ CFR Part 226, ‘

1. “Current Examinstion” means the
most recent examination begun on or
after March 31, 1980, in which
compliance with Regulation Z was
reviewed. S

2. "Irregular Mortgage Transaction™
means a loan secured by real estate for
which the annual percentage rate {APR)
cannot be calculated using Volume I of
the Federal Reserve System’s Truth in
Lending, Regulation Z, Annual
Percentage Rate Tobles. -

3. “Lump Sum Method" means a
method of reimbursement in which a’
cash payment equal to the total
adjustment will be made to a consumer.

4. “Lump Sum/Payment Reduction
Method" means a methad of |
reimbursement in which the total
adjuatment to a consumer will be made
in two stages: .

{a) A cash payment that fully adjusts
the consumer's account up to the time of
the cash payment; and, .

[b] A reduction of the remaining
Payment amounts on the loan.

- 5 "Understated APR" means:

a. For other than irregular mortgage
transections, a disclosed APR which,
when increased by one-quarter of one
percentage point, is less than the actual
APR calculated under the Act, without
taking into account the tolerance
provided by section 107(c) of that Act.

b. For irregular mortgage transactions
consummated before April 1, 1981, a
disclosed APR which is less than the
actual APR calculated under section
107(c) of the Act, including a one-half of
one percentage point tolerance. '

c. For irregular marlgage transactions
consummated after March 31, 1881, but
before April 1, 1982, a disclased APR
which, when increased by one-quarter
of one percentage point (instead of one-
half of one percentage point), is less
than the actual APR calculated under
the Act, without taking into account the
tolerance provided by section 107(c) of
that Act. )

d. For all loans consummated after
March 31, 1982 (including irregular
mortgage transactions), which have an
amortization schedule of 10 years or
less, a disclosed APR which, when
increased by one-quarter of one
percentage point, is less-than the actual
APR calculated under the Act, without
taking into account the tolerance
provided by section 107(c) of the Act.

e. For all loans consummated after
March 31, 1982 [including irregular
morigage transactions), which have an
amortization schedule of more than 10
years, a disclosed APR which is less
than the actual APR, including the
tolerance contained in section 107(c).

f. For all loans determined to contain
a willful violation intended to mislead a
consumer, a disclosed APR which is less
than the actual APR including the
lolerance contained in sectipn 107{c).

6. “Understated Finance Charge"
means a disclosed finance charge which,
when increased by a numerical
tolerance that is generated by the
corresponding APR tolerance,is less
than the finance charge calculated under
the Act.

De Minimis Rule

I the amount of adjustment on an
account is less than $1.00, no restitution

' Finance charge tolerance: the finance charge
tclerance far ench loan will be generated by the
corresponding APR lolerance applicabls to that
loan. For example, consider a single-payment loan
with a onc-yoar maturity which is subject lo a one-
quarter of one percent APR tolerance. If the amount!
financed is 55,000 and the finance charge is $912.50,
the APR will be 18.26 porcent, The finance chargs
gencraled by the APR of 18 percent on that loan
would be $900. The dilference between $912.50 and
3900 prodaces 4 numerical finance charge tolerance
of $12.60. 1f lhe dieclosed linance charge is not
underslaled by more than $12.50, reimbursement
would not be ordered. ’

will be ordered. However, the agencies
may require a creditor to make any
adjustments of less than $1.00 by paying
into the United Stetes Treasury, if more
than one year has elapsed since the date
of the violatlon. o

Corrective Action Period

1. Open-end credit transactions will .
be subject to an adjustment if the _
violation occurred within the two-year

~ period preceding the date of the current

examination, ‘ .

2. Closed-end credit transactions will
be subject to an adjustment if the
violation resulted from a clear and
consistent pattern or practice or gross
negligence where: ‘

a. There is an understated APR on a
loan which originated between January
1, 1977 and March 31, 1980.

b. There is an understated APR or -
understated finance charge, and the
practice giving rise to the violation is
identified during a current examination,
Loans containing the violation which.
were consummated since the date of the
immediately preceding examination are
subject to an adjustment, o

c. There is an understated APR or -
understated finance charge, the practice
giving rise to the violation was
identified during the prior examination,
and the practice is not corrected by the
date of the current examination. Loans
containing the violation which were
consummaied since the creditor was
first notified in writing of the violation
are subject to an adjustment. (Prior
examinations include any examinations’
conducted since July 1, 1969.) ]

3. Each closed-end credit transaction
containing & willful violation intended to
mislead the consumer consummated
since July 1, 1969 is subject ta an
adjustment.

4. For terminated loans subject to 2
above, an adjustment will not be .
ordered If the violstion occurred in a
transaction consummated more than
twa years prior to the date of the current
examination, :

Calculating the Adjustment

Consumers will not be required to pay
any amount in excess of the finance
charge or dollar equivalent of the APR
actually disclosed on transactions
involving:

1. Understated APR viclations on
transactions consummated between
January 1, 1877 amd March 31, 1980, or

2. Willful violations which wefe
intended to mislead the consumer.

On all other transactions, applicable
tolerances provided in the definitions of
understated APR and-understated
finance charge may be applied in
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calculating the amount of adjustment to
the consumer's account, '

~ Methods of Adjustn}ent

. The consumer's account will be

adjusted using the lump sum method or
e lump sum/payment reduction

method, at the discretion of the creditor,

" Violation In volving the Nondisclosure
“of the APR or Finance Charge

~ 1.In cases where an APR wag .
required to be disclosed but wag not, the
- disclosed APR shall be considered to be

~ the contract rate, if disclosed on the
note or the Truth in Lending disclosure
statement. .

2.1In cases where an APR was
required to be disclosed but was not,
and no contract rate was disclosed,
consumers will not be required to pay
an amount greater then the actua] APR
. reduced by one-quarter of one
percentage point, in the case of firs lien
martgage transactions, and by one
percentage point in all other
transactions.

3. In cases where a finance charge
was not disclosed, no adjustment will be
" ordered.

Violations Involving the Improper
Disclosure of Credit Life, Accident;
Health, or Loss of Income Irsurance

1. Through March 31, 1982:

a. X the creditor has not disclosed to
the consumer in writing that credit life,
accident, health, or loss of income
insurance is optional, the insurance
shall be treated as having been required
and improperly excluded from the
finance charge. An adjustment will be
ordered if it results in an: understated
APR or understated finance charge. The
insurance will remain in effect for the
remainder of its term.

b. If the creditor has disclosed to the
consumer in writing that credit life,
accident, health, or loss of income
insurance is optional, but there is either
no signed insurance option or ng °
disclosure of the cost of the insurance, -
the creditor shall, unless a claim wasg
made on the insurance policy and paid,
be required to send a written notice to
the affecled consumer disclosing the
cost of the insurance and notifying the
consumer that the insurance is optional
and may by cancelled within 45 days 1o
obtain a ful refund of al] premium
charged. If the creditor receives no
response from the consumer within 45
days, the insurance will remain in effect
and no further corrective action, with
 respect to that loan, will be required, -

2. After March 31, 1882, the above
~violatione of section 108(b) of the Act
will be treated as APR or finance charge

violations for adjustment purposes, as
applicable, )

Special Disclosures

Adjustments will not be required for
violations involving the disclosures
required by sections 106 (c) and (d) of
the Act.

Obvious Errors

If an APR was disclosed correctly, but
the finance charge required to be
disclosed was understand, or if the
finance charge was disclosed correctly
but the APR required to be disclosed

- was understated, no adjustment will be

required if the error invelved a disclosed
value which was 10 percent or less of
the amount that should have been

disclosed.
Agency Discretion

Adjustments will not be required if
the agency determines that the
disclosure error resulted from any
unique circumstance involving a clearly
technical and non-substantive
disclosure violation which did not
adversely affect information provided to
the consumer and which did not mislead
or otherwise deceive the consumer,

Safety and Soundness

In connection with loansg . '
consummated befare April 1, 1980, if
adjustments would have a significantly
adverse impact upon the aafety and
soundness of the creditor, partia}
adjustments which do not have such an
impact may be required. In connection
with loans consummated after March 31,

" 1880, full adjustments will always be

required. However, the affected creditor
will be permitted to make the fu]]
adjustment in partial payments over an
extended period in order to minimize the

.adverse impact on itg safety and

soundness,
Exemption From Restitution Orders

A creditor will not be subject to an
order to make an adjustment if within 60
days after discovering a disclosure
error, whether pursuant tg a final .
written examination report or through
the creditor's own procedures, the
credilor notifies the person concerned of
the error and adjusts the account to
ensure that such person will not be
required to pay a finance charge in
excess of the finance charge actually
disclosed or the dollar equivalent of the
APR disclosed, whichever is lower, This
80-day period for correction of
disclosure errors is unrelated to the

provisions of section 130, Civil Liability,
of the Truth in Lending Act.

[FR Doc. 8021756 Filed 7-18-00; 8:45 am|

- BILLING CODE 6722-01-N

FEDERAL HOME LOAN BANK BOARD
[No. AC-89]

Dominion Federal Savings & Loan
Association of McLean, Va,; Final
Action Approval of Conversion
Application

July 15, 1980.

Notice is hereby given that on July 9,
1880, the Federal Home Loan Bank
Board, as operating head of the Federal
Savings and Loan Insurance
Corparation (“Corporetion”), by
Resolution No. 80438, approved the
application of Dominjon Federal Savings
and Loan Association of McLean,
Virginia, for permission 1o convert to the
stock form of organization. Copies of the
application are available for inspection
at the Secretdriat of said Corporation,
1700 G Street, N.W., Washington, D.C.
20552 and at the Office of the
Supervisory Agent of said Corporation
at the Federal Home Loan Bank of
Atlanta, Coastal Building, 250 Peachtree
Center, N.W., Allanta, Georgia 30343,

By the Federal llome Loan Bank Board.
J. J. Finn,
Secretary.
[FR Doc 8021824 Filed 7-18-80; 8:45 am)
BILLING CODE 6720-01-M

[No. AC-86)

First Federa! Savings and Loan
Association of Grenada, Grenada,
Miss.; Finai Action Approval of
Conversion Application

July 15, 1980.

Notice is hereby given that on June 18,
1980, the Federal Home Loan Bank
Board, as operating head of the Federal
Savings and Loan Insurance
Corporation (“Corperation"), by
Resolution No. 80-391, approved the
application of First Federal Savings and
Loan Association of Grenada, Grenada,
Mississippi, for permission to convert to
the stock form of organization. Copies of
the application are available for
inspection at the Secretariat of sajd
Corporation, 1700 G Street, NW.,
Washington, D.C. 20552 and at the
Office of the Supervisory Agent of said
Corporation at the Federal Home Loan
Bank of Little Rock, 1400 Tower
Building, Little Rock, Arkansas 72201.




