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226.32 Requirements for certain closed-end 
home mortgages. 

226.33 Requirements for reverse mortgages. 
226.34 Prohibited acts or practices in con-

nection with credit subject to § 226.32. 
226.35 Prohibited acts or practices in con-

nection with higher-priced mortgage 
loans. 

226.36 Prohibited acts or practices in con-
nection with credit secured by a dwell-
ing. 

226.37–226.38 [Reserved] 
226.39 Mortgage transfer disclosures. 
226.40–226.41 [Reserved] 
226.42 Valuation independence. 
226.43–226.45 [Reserved] 

Subpart F—Special Rules for Private 
Education Loans 

226.46 Special disclosure requirements for 
private education loans. 

226.47 Content of disclosures. 
226.48 Limitations on private education 

loans. 

Subpart G—Special Rules Applicable to 
Credit Card Accounts and Open-End 
Credit Offered to College Students 

226.51 Ability to pay. 
226.52 Limitations on fees. 
226.53 Allocation of payments. 
226.54 Limitations on the imposition of fi-

nance charges. 
226.55 Limitations on increasing annual per-

centage rates, fees, and charges. 
226.56 Requirements for over-the-limit 

transactions. 
226.57 Reporting and marketing rules for 

college student open-end credit. 
226.58 Internet posting of credit card agree-

ments. 
226.59 Reevaluation of rate increases. 
APPENDIX A TO PART 226—EFFECT ON STATE 

LAWS 
APPENDIX B TO PART 226—STATE EXEMPTIONS 
APPENDIX C TO PART 226—ISSUANCE OF STAFF 

INTERPRETATIONS 
APPENDIX D TO PART 226—MULTIPLE ADVANCE 

CONSTRUCTION LOANS 
APPENDIX E TO PART 226—RULES FOR CARD 

ISSUERS THAT BILL ON A TRANSACTION-BY- 
TRANSACTION BASIS 

APPENDIX F TO PART 226—OPTIONAL ANNUAL 
PERCENTAGE RATE COMPUTATIONS FOR 
CREDITORS OFFERING OPEN-END PLANS 
SUBJECT TO THE REQUIREMENTS OF § 226.5B 

APPENDIX G TO PART 226—OPEN-END MODEL 
FORMS AND CLAUSES 

APPENDIX H TO PART 226—CLOSED-END MODEL 
FORMS AND CLAUSES 

APPENDIX I TO PART 226—FEDERAL ENFORCE-
MENT AGENCIES 

APPENDIX J TO PART 226—ANNUAL PERCENT-
AGE RATE COMPUTATIONS FOR CLOSED- 
END CREDIT TRANSACTIONS 

APPENDIX K TO PART 226—TOTAL ANNUAL 
LOAN COST RATE COMPUTATIONS FOR RE-
VERSE MORTGAGE TRANSACTIONS 

APPENDIX L TO PART 226—ASSUMED LOAN PE-
RIODS FOR COMPUTATIONS OF TOTAL AN-
NUAL LOAN COST RATES 

APPENDIX M1 TO PART 226—REPAYMENT DIS-
CLOSURES 

APPENDIX M2 TO PART 226—SAMPLE CALCULA-
TIONS OF REPAYMENT DISCLOSURES 

SUPPLEMENT I TO PART 226—OFFICIAL STAFF 
INTERPRETATIONS 

AUTHORITY: 12 U.S.C. 3806; 15 U.S.C. 1604, 
1637(c)(5), and 1639(l); Pub. L. 111–24 § 2, 123 
Stat. 1734; Pub. L. 111–203, 124 Stat. 1376. 

SOURCE: Reg. Z, 46 FR 20892, Apr. 7, 1981, 
unless otherwise noted. 

Subpart A—General 

§ 226.1 Authority, purpose, coverage, 
organization, enforcement, and li-
ability. 

(a) Authority. This regulation, known 
as Regulation Z, is issued by the Board 
of Governors of the Federal Reserve 
System to implement the federal Truth 
in Lending Act, which is contained in 
title I of the Consumer Credit Protec-
tion Act, as amended (15 U.S.C. 1601 et 
seq.). This regulation also implements 
title XII, section 1204 of the Competi-
tive Equality Banking Act of 1987 (Pub. 
L. 100–86, 101 Stat. 552). Information- 
collection requirements contained in 
this regulation have been approved by 
the Office of Management and Budget 
under the provisions of 44 U.S.C. 3501 et 
seq. and have been assigned OMB No. 
7100–0199. 

(b) Purpose. The purpose of this regu-
lation is to promote the informed use 
of consumer credit by requiring disclo-
sures about its terms and cost. The 
regulation also includes substantive 
protections. It gives consumers the 
right to cancel certain credit trans-
actions that involve a lien on a con-
sumer’s principal dwelling, regulates 
certain credit card practices, and pro-
vides a means for fair and timely reso-
lution of credit billing disputes. The 
regulation does not generally govern 
charges for consumer credit, except 
that several provisions in Subpart G 
set forth special rules addressing cer-
tain charges applicable to credit card 
accounts under an open-end (not home- 
secured) consumer credit plan. The reg-
ulation requires a maximum interest 
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rate to be stated in variable-rate con-
tracts secured by the consumer’s dwell-
ing. It also imposes limitations on 
home-equity plans that are subject to 
the requirements of § 226.5b and mort-
gages that are subject to the require-
ments of § 226.32. The regulation pro-
hibits certain acts or practices in con-
nection with credit secured by a dwell-
ing in § 226.36, and credit secured by a 
consumer’s principal dwelling in 
§ 226.35. The regulation also regulates 
certain practices of creditors who ex-
tend private education loans as defined 
in § 226.46(b)(5). 

(c) Coverage. (1) In general, this regu-
lation applies to each individual or 
business that offers or extends credit 
when four conditions are met: 

(i) The credit is offered or extended 
to consumers; 

(ii) The offering or extension of cred-
it is done regularly; 1 

(iii) The credit is subject to a finance 
charge or is payable by a written 
agreement in more than four install-
ments; and 

(iv) The credit is primarily for per-
sonal, family, or household purposes. 

(2) If a credit card is involved, how-
ever, certain provisions apply even if 
the credit is not subject to a finance 
charge, or is not payable by a written 
agreement in more than four install-
ments, or if the credit card is to be 
used for business purposes. 

(3) In addition, certain requirements 
of § 226.5b apply to persons who are not 
creditors but who provide applications 
for home-equity plans to consumers. 

(4) Furthermore, certain require-
ments of § 226.57 apply to institutions 
of higher education. 

(d) Organization. The regulation is di-
vided into subparts and appendices as 
follows: 

(1) Subpart A contains general infor-
mation. It sets forth: 

(i) The authority, purpose, coverage, 
and organization of the regulation; 

(ii) The definitions of basic terms; 
(iii) The transactions that are ex-

empt from coverage; and 
(iv) The method of determining the 

finance charge. 
(2) Subpart B contains the rules for 

open-end credit. It requires that ac-

count-opening disclosures and periodic 
statements be provided, as well as addi-
tional disclosures for credit and charge 
card applications and solicitations and 
for home-equity plans subject to the 
requirements of § 226.5a and § 226.5b, re-
spectively. It also describes special 
rules that apply to credit card trans-
actions, treatment of payments and 
credit balances, procedures for resolv-
ing credit billing errors, annual per-
centage rate calculations, rescission 
requirements, and advertising. 

(3) Subpart C relates to closed-end 
credit. It contains rules on disclosures, 
treatment of credit balances, annual 
percentages rate calculations, rescis-
sion requirements, and advertising. 

(4) Subpart D contains rules on oral 
disclosures, disclosures in languages 
other than English, record retention, 
effect on state laws, state exemptions, 
and rate limitations. 

(5) Subpart E contains special rules 
for mortgage transactions. Section 
226.32 requires certain disclosures and 
provides limitations for closed-end 
loans that have rates or fees above 
specified amounts. Section 226.33 re-
quires special disclosures, including 
the total annual loan cost rate, for re-
verse mortgage transactions. Section 
226.34 prohibits specific acts and prac-
tices in connection with closed-end 
mortgage transactions that are subject 
to § 226.32. Section 226.35 prohibits spe-
cific acts and practices in connection 
with closed-end higher-priced mortgage 
loans, as defined in § 226.35(a). Section 
226.36 prohibits specific acts and prac-
tices in connection with an extension 
of credit secured by a dwelling. 

(6) Subpart F relates to private edu-
cation loans. It contains rules on dis-
closures, limitations on changes in 
terms after approval, the right to can-
cel the loan, and limitations on co- 
branding in the marketing of private 
education loans. 

(7) Subpart G relates to credit card 
accounts under an open-end (not home- 
secured) consumer credit plan (except 
for § 226.57(c), which applies to all open- 
end credit plans). Section 226.51 con-
tains rules on evaluation of a con-
sumer’s ability to make the required 
payments under the terms of an ac-
count. Section 226.52 limits the fees 
that a consumer can be required to pay 

VerDate Mar<15>2010 19:34 Mar 07, 2012 Jkt 226037 PO 00000 Frm 00407 Fmt 8010 Sfmt 8010 Q:\12\12V3 ofr150 PsN: PC150



396 

12 CFR Ch. II (1–1–12 Edition) § 226.2 

2 [Reserved] 

with respect to an open-end (not home- 
secured) consumer credit plan during 
the first year after account opening. 
Section 226.53 contains rules on alloca-
tion of payments in excess of the min-
imum payment. Section 226.54 sets 
forth certain limitations on the impo-
sition of finance charges as the result 
of a loss of a grace period. Section 
226.55 contains limitations on increases 
in annual percentage rates, fees, and 
charges for credit card accounts. Sec-
tion 226.56 prohibits the assessment of 
fees or charges for over-the-limit 
transactions unless the consumer af-
firmatively consents to the creditor’s 
payment of over-the-limit trans-
actions. Section 226.57 sets forth rules 
for reporting and marketing of college 
student open-end credit. Section 226.58 
sets forth requirements for the Inter-
net posting of credit card accounts 
under an open-end (not home-secured) 
consumer credit plan. 

(8) Several appendices contain infor-
mation such as the procedures for de-
terminations about state laws, state 
exemptions and issuance of staff inter-
pretations, special rules for certain 
kinds of credit plans, a list of enforce-
ment agencies, and the rules for com-
puting annual percentage rates in 
closed-end credit transactions and 
total-annual-loan-cost rates for reverse 
mortgage transactions. 

(e) Enforcement and liability. Section 
108 of the act contains the administra-
tive enforcement provisions. Sections 
112, 113, 130, 131, and 134 contain provi-
sions relating to liability for failure to 
comply with the requirements of the 
act and the regulation. Section 1204 (c) 
of title XII of the Competitive Equality 
Banking Act of 1987, Public Law 100–86, 
101 Stat. 552, incorporates by reference 
administrative enforcement and civil 
liability provisions of sections 108 and 
130 of the act. 

[75 FR 7792, Feb. 22, 2010, as amended at 75 
FR 58533, Sept. 24, 2010] 

§ 226.2 Definitions and rules of con-
struction. 

(a) Definitions. For purposes of this 
regulation, the following definitions 
apply: 

(1) Act means the Truth in Lending 
Act (15 U.S.C. 1601 et seq.). 

(2) Advertisement means a commercial 
message in any medium that promotes, 
directly or indirectly, a credit trans-
action. 

(3) [Reserved] 2 
(4) Billing cycle or cycle means the in-

terval between the days or dates of reg-
ular periodic statements. These inter-
vals shall be equal and no longer than 
a quarter of a year. An interval will be 
considered equal if the number of days 
in the cycle does not vary more than 
four days from the regular day or date 
of the periodic statement. 

(5) Board means the Board of Gov-
ernors of the Federal Reserve System. 

(6) Business day means a day on 
which the creditor’s offices are open to 
the public for carrying on substantially 
all of its business functions. However, 
for purposes of rescission under §§ 226.15 
and 226.23, and for purposes of 
§§ 226.19(a)(1)(ii), 226.19(a)(2), 226.31, and 
226.46(d)(4), the term means all cal-
endar days except Sundays and the 
legal public holidays specified in 5 
U.S.C. 6103(a), such as New Year’s Day, 
the Birthday of Martin Luther King, 
Jr., Washington’s Birthday, Memorial 
Day, Independence Day, Labor Day, Co-
lumbus Day, Veterans Day, Thanks-
giving Day, and Christmas Day. 

(7) Card issuer means a person that 
issues a credit card or that person’s 
agent with respect to the card. 

(8) Cardholder means a natural person 
to whom a credit card is issued for con-
sumer credit purposes, or a natural 
person who has agreed with the card 
issuer to pay consumer credit obliga-
tions arising from the issuance of a 
credit card to another natural person. 
For purposes of § 226.12(a) and (b), the 
term includes any person to whom a 
credit card is issued for any purpose, 
including business, commercial or agri-
cultural use, or a person who has 
agreed with the card issuer to pay obli-
gations arising from the issuance of 
such a credit card to another person. 

(9) Cash price means the price at 
which a creditor, in the ordinary 
course of business, offers to sell for 
cash property or service that is the 
subject of the transaction. At the 
creditor’s option, the term may include 
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the price of accessories, services re-
lated to the sale, service contracts and 
taxes and fees for license, title, and 
registration. The term does not include 
any finance charge. 

(10) Closed-end credit means consumer 
credit other than ‘‘open-end credit’’ as 
defined in this section. 

(11) Consumer means a cardholder or 
natural person to whom consumer 
credit is offered or extended. However, 
for purposes of rescission under §§ 226.15 
and 226.23, the term also includes a nat-
ural person in whose principal dwelling 
a security interest is or will be re-
tained or acquired, if that person’s 
ownership interest in the dwelling is or 
will be subject to the security interest. 

(12) Consumer credit means credit of-
fered or extended to a consumer pri-
marily for personal, family, or house-
hold purposes. 

(13) Consummation means the time 
that a consumer becomes contractually 
obligated on a credit transaction. 

(14) Credit means the right to defer 
payment of debt or to incur debt and 
defer its payment. 

(15)(i) Credit card means any card, 
plate, or other single credit device that 
may be used from time to time to ob-
tain credit. 

(ii) Credit card account under an open- 
end (not home-secured) consumer credit 
plan means any open-end credit ac-
count that is accessed by a credit card, 
except: 

(A) A home-equity plan subject to 
the requirements of § 226.5b that is 
accessed by a credit card; or 

(B) An overdraft line of credit that is 
accessed by a debit card or an account 
number. 

(iii) Charge card means a credit card 
on an account for which no periodic 
rate is used to compute a finance 
charge. 

(16) Credit sale means a sale in which 
the seller is a creditor. The term in-
cludes a bailment or lease (unless ter-
minable without penalty at any time 
by the consumer) under which the con-
sumer— 

(i) Agrees to pay as compensation for 
use a sum substantially equivalent to, 
or in excess of, the total value of the 
property and service involved; and 

(ii) Will become (or has the option to 
become), for no additional consider-

ation or for nominal consideration, the 
owner of the property upon compliance 
with the agreement. 

(17) Creditor means: 
(i) A person who regularly extends 

consumer credit 3 that is subject to a fi-
nance charge or is payable by written 
agreement in more than four install-
ments (not including a down payment), 
and to whom the obligation is initially 
payable, either on the face of the note 
or contract, or by agreement when 
there is no note or contract. 

(ii) For purposes of §§ 226.4(c)(8) (Dis-
counts), 226.9(d) (Finance charge im-
posed at time of transaction), and 
226.12(e) (Prompt notification of re-
turns and crediting of refunds), a per-
son that honors a credit card. 

(iii) For purposes of subpart B, any 
card issuer that extends either open- 
end credit or credit that is not subject 
to a finance charge and is not payable 
by written agreement in more than 
four installments. 

(iv) For purposes of subpart B (except 
for the credit and charge card disclo-
sures contained in §§ 226.5a and 226.9(e) 
and (f), the finance charge disclosures 
contained in § 226.6(a)(1) and (b)(3)(i) 
and § 226.7(a)(4) through (7) and (b)(4) 
through (6) and the right of rescission 
set forth in § 226.15) and subpart C, any 
card issuer that extends closed-end 
credit that is subject to a finance 
charge or is payable by written agree-
ment in more than four installments. 

(v) A person regularly extends con-
sumer credit only if it extended credit 
(other than credit subject to the re-
quirements of § 226.32) more than 25 
times (or more than 5 times for trans-
actions secured by a dwelling) in the 
preceding calendar year. If a person did 
not meet these numerical standards in 
the preceding calendar year, the nu-
merical standards shall be applied to 
the current calendar year. A person 
regularly extends consumer credit if, in 
any 12-month period, the person origi-
nates more than one credit extension 
that is subject to the requirements of 
§ 226.32 or one or more such credit ex-
tensions through a mortgage broker. 

(18) Downpayment means an amount, 
including the value of property used as 
a trade-in, paid to a seller to reduce 
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the cash price of goods or services pur-
chased in a credit sale transaction. A 
deferred portion of a downpayment 
may be treated as part of the downpay-
ment if it is payable not later than the 
due date of the second otherwise regu-
larly scheduled payment and is not 
subject to a finance charge. 

(19) Dwelling means a residential 
structure that contains one to four 
units, whether or not that structure is 
attached to real property. The term in-
cludes an individual condominium 
unit, cooperative unit, mobile home, 
and trailer, if it is used as a residence. 

(20) Open-end credit means consumer 
credit extended by a creditor under a 
plan in which: 

(i) The creditor reasonably con-
templates repeated transactions; 

(ii) The creditor may impose a fi-
nance charge from time to time on an 
outstanding unpaid balance; and 

(iii) The amount of credit that may 
be extended to the consumer during the 
term of the plan (up to any limit set by 
the creditor) is generally made avail-
able to the extent that any out-
standing balance is repaid. 

(21) Periodic rate means a rate of fi-
nance charge that is or may be imposed 
by a creditor on a balance for a day, 
week, month, or other subdivision of a 
year. 

(22) Person means a natural person or 
an organization, including a corpora-
tion, partnership, proprietorship, asso-
ciation, cooperative, estate, trust, or 
government unit. 

(23) Prepaid finance charge means any 
finance charge paid separately in cash 
or by check before or at consummation 
of a transaction, or withheld from the 
proceeds of the credit at any time. 

(24) Residential mortgage transaction 
means a transaction in which a mort-
gage, deed of trust, purchase money se-
curity interest arising under an install-
ment sales contract, or equivalent con-
sensual security interest is created or 
retained in the consumer’s principal 
dwelling to finance the acquisition or 
initial construction of that dwelling. 

(25) Security interest means an inter-
est in property that secures perform-
ance of a consumer credit obligation 
and that is recognized by state or fed-
eral law. It does not include incidental 
interests such as interests in proceeds, 

accessions, additions, fixtures, insur-
ance proceeds (whether or not the cred-
itor is a loss payee or beneficiary), pre-
mium rebates, or interests in after-ac-
quired property. For purposes of disclo-
sures under §§ 226.6 and 226.18, the term 
does not include an interest that arises 
solely by operation of law. However, 
for purposes of the right of rescission 
under §§ 226.15 and 226.23, the term does 
include interests that arise solely by 
operation of law. 

(26) State means any state, the Dis-
trict of Columbia, the Commonwealth 
of Puerto Rico, and any territory or 
possession of the United States. 

(b) Rules of construction. For purposes 
of this regulation, the following rules 
of construction apply: 

(1) Where appropriate, the singular 
form of a word includes the plural form 
and plural includes singular. 

(2) Where the words obligation and 
transaction are used in the regulation, 
they refer to a consumer credit obliga-
tion or transaction, depending upon 
the context. Where the word credit is 
used in the regulation, it means con-
sumer credit unless the context clearly 
indicates otherwise. 

(3) Unless defined in this regulation, 
the words used have the meanings 
given to them by state law or contract. 

(4) Footnotes have the same legal ef-
fect as the text of the regulation. 

(5) Where the word amount is used in 
this regulation to describe disclosure 
requirements, it refers to a numerical 
amount. 

[75 FR 7793, Feb. 22, 2010, as amended at 76 
FR 22998, Apr. 25, 2011] 

§ 226.3 Exempt transactions. 
This regulation does not apply to the 

following: 4 
(a) Business, commercial, agricultural, 

or organizational credit. 
(1) An extension of credit primarily 

for a business, commercial or agricul-
tural purpose. 

(2) An extension of credit to other 
than a natural person, including credit 
to government agencies or instrumen-
talities. 

(b) Credit over applicable threshold 
amount—(1) Exemption—(i) Require-
ments. An extension of credit in which 
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the amount of credit extended exceeds 
the applicable threshold amount or in 
which there is an express written com-
mitment to extend credit in excess of 
the applicable threshold amount, un-
less the extension of credit is: 

(A) Secured by any real property, or 
by personal property used or expected 
to be used as the principal dwelling of 
the consumer; or 

(B) A private education loan as de-
fined in § 226.46(b)(5). 

(ii) Annual adjustments. The threshold 
amount in paragraph (b)(1)(i) of this 
section is adjusted annually to reflect 
increases in the Consumer Price Index 
for Urban Wage Earners and Clerical 
Workers, as applicable. See the official 
staff commentary to this paragraph (b) 
for the threshold amount applicable to 
a specific extension of credit or express 
written commitment to extend credit. 

(2) Transition rule for open-end ac-
counts exempt prior to July 21, 2011. An 
open-end account that is exempt on 
July 20, 2011 based on an express writ-
ten commitment to extend credit in ex-
cess of $25,000 remains exempt until De-
cember 31, 2011 unless: 

(i) The creditor takes a security in-
terest in any real property, or in per-
sonal property used or expected to be 
used as the principal dwelling of the 
consumer; or 

(ii) The creditor reduces the express 
written commitment to extend credit 
to $25,000 or less. 

(c) Public utility credit. An extension 
of credit that involves public utility 
services provided through pipe, wire, 
other connected facilities, or radio or 
similar transmission (including exten-
sions of such facilities), if the charges 
for service, delayed payment, or any 
discounts for prompt payment are filed 
with or regulated by any government 
unit. The financing of durable goods or 
home improvements by a public utility 
is not exempt. 

(d) Securities or commodities accounts. 
Transactions in securities or commod-
ities accounts in which credit is ex-
tended by a broker-dealer registered 
with the Securities and Exchange Com-
mission or the Commodity Futures 
Trading Commission. 

(e) Home fuel budget plans. An install-
ment agreement for the purchase of 

home fuels in which no finance charge 
is imposed. 

(f) Student loan programs. Loans 
made, insured, or guaranteed pursuant 
to a program authorized by title IV of 
the Higher Education Act of 1965 (20 
U.S.C. 1070 et seq.). 

(g) Employer-sponsored retirement 
plans. An extension of credit to a par-
ticipant in an employer-sponsored re-
tirement plan qualified under Section 
401(a) of the Internal Revenue Code, a 
tax-sheltered annuity under Section 
403(b) of the Internal Revenue Code, or 
an eligible governmental deferred com-
pensation plan under Section 457(b) of 
the Internal Revenue Code (26 U.S.C. 
401(a); 26 U.S.C. 403(b); 26 U.S.C. 457(b)), 
provided that the extension of credit is 
comprised of fully vested funds from 
such participant’s account and is made 
in compliance with the Internal Rev-
enue Code (26 U.S.C. 1 et seq.). 

[75 FR 7794, Feb. 22, 2010, as amended at 76 
FR 18362, Apr. 4, 2011] 

§ 226.4 Finance charge. 

(a) Definition. The finance charge is 
the cost of consumer credit as a dollar 
amount. It includes any charge payable 
directly or indirectly by the consumer 
and imposed directly or indirectly by 
the creditor as an incident to or a con-
dition of the extension of credit. It 
does not include any charge of a type 
payable in a comparable cash trans-
action. 

(1) Charges by third parties. The fi-
nance charge includes fees and 
amounts charged by someone other 
than the creditor, unless otherwise ex-
cluded under this section, if the cred-
itor: 

(i) Requires the use of a third party 
as a condition of or an incident to the 
extension of credit, even if the con-
sumer can choose the third party; or 

(ii) Retains a portion of the third- 
party charge, to the extent of the por-
tion retained. 

(2) Special rule; closing agent charges. 
Fees charged by a third party that con-
ducts the loan closing (such as a settle-
ment agent, attorney, or escrow or 
title company) are finance charges 
only if the creditor— 

(i) Requires the particular services 
for which the consumer is charged; 
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(ii) Requires the imposition of the 
charge; or 

(iii) Retains a portion of the third- 
party charge, to the extent of the por-
tion retained. 

(3) Special rule; mortgage broker fees. 
Fees charged by a mortgage broker (in-
cluding fees paid by the consumer di-
rectly to the broker or to the creditor 
for delivery to the broker) are finance 
charges even if the creditor does not 
require the consumer to use a mort-
gage broker and even if the creditor 
does not retain any portion of the 
charge. 

(b) Examples of finance charges. The fi-
nance charge includes the following 
types of charges, except for charges 
specifically excluded by paragraphs (c) 
through (e) of this section: 

(1) Interest, time price differential, 
and any amount payable under an add- 
on or discount system of additional 
charges. 

(2) Service, transaction, activity, and 
carrying charges, including any charge 
imposed on a checking or other trans-
action account to the extent that the 
charge exceeds the charge for a similar 
account without a credit feature. 

(3) Points, loan fees, assumption fees, 
finder’s fees, and similar charges. 

(4) Appraisal, investigation, and cred-
it report fees. 

(5) Premiums or other charges for 
any guarantee or insurance protecting 
the creditor against the consumer’s de-
fault or other credit loss. 

(6) Charges imposed on a creditor by 
another person for purchasing or ac-
cepting a consumer’s obligation, if the 
consumer is required to pay the 
charges in cash, as an addition to the 
obligation, or as a deduction from the 
proceeds of the obligation. 

(7) Premiums or other charges for 
credit life, accident, health, or loss-of- 
income insurance, written in connec-
tion with a credit transaction. 

(8) Premiums or other charges for in-
surance against loss of or damage to 
property, or against liability arising 
out of the ownership or use of property, 
written in connection with a credit 
transaction. 

(9) Discounts for the purpose of in-
ducing payment by a means other than 
the use of credit. 

(10) Charges or premiums paid for 
debt cancellation or debt suspension 
coverage written in connection with a 
credit transaction, whether or not the 
coverage is insurance under applicable 
law. 

(c) Charges excluded from the finance 
charge. The following charges are not 
finance charges: 

(1) Application fees charged to all ap-
plicants for credit, whether or not 
credit is actually extended. 

(2) Charges for actual unanticipated 
late payment, for exceeding a credit 
limit, or for delinquency, default, or a 
similar occurrence. 

(3) Charges imposed by a financial in-
stitution for paying items that over-
draw an account, unless the payment 
of such items and the imposition of the 
charge were previously agreed upon in 
writing. 

(4) Fees charged for participation in a 
credit plan, whether assessed on an an-
nual or other periodic basis. 

(5) Seller’s points. 
(6) Interest forfeited as a result of an 

interest reduction required by law on a 
time deposit used as security for an ex-
tension of credit. 

(7) Real-estate related fees. The fol-
lowing fees in a transaction secured by 
real property or in a residential mort-
gage transaction, if the fees are bona 
fide and reasonable in amount: 

(i) Fees for title examination, ab-
stract of title, title insurance, property 
survey, and similar purposes. 

(ii) Fees for preparing loan-related 
documents, such as deeds, mortgages, 
and reconveyance or settlement docu-
ments. 

(iii) Notary and credit-report fees. 
(iv) Property appraisal fees or fees 

for inspections to assess the value or 
condition of the property if the service 
is performed prior to closing, including 
fees related to pest-infestation or 
flood-hazard determinations. 

(v) Amounts required to be paid into 
escrow or trustee accounts if the 
amounts would not otherwise be in-
cluded in the finance charge. 

(8) Discounts offered to induce pay-
ment for a purchase by cash, check, or 
other means, as provided in section 
167(b) of the Act. 

(d) Insurance and debt cancellation and 
debt suspension coverage. (1) Voluntary 
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credit insurance premiums. Premiums for 
credit life, accident, health, or loss-of- 
income insurance may be excluded 
from the finance charge if the fol-
lowing conditions are met: 

(i) The insurance coverage is not re-
quired by the creditor, and this fact is 
disclosed in writing. 

(ii) The premium for the initial term 
of insurance coverage is disclosed in 
writing. If the term of insurance is less 
than the term of the transaction, the 
term of insurance also shall be dis-
closed. The premium may be disclosed 
on a unit-cost basis only in open-end 
credit transactions, closed-end credit 
transactions by mail or telephone 
under § 226.17(g), and certain closed-end 
credit transactions involving an insur-
ance plan that limits the total amount 
of indebtedness subject to coverage. 

(iii) The consumer signs or initials an 
affirmative written request for the in-
surance after receiving the disclosures 
specified in this paragraph, except as 
provided in paragraph (d)(4) of this sec-
tion. Any consumer in the transaction 
may sign or initial the request. 

(2) Property insurance premiums. Pre-
miums for insurance against loss of or 
damage to property, or against liabil-
ity arising out of the ownership or use 
of property, including single interest 
insurance if the insurer waives all 
right of subrogation against the con-
sumer,5 may be excluded from the fi-
nance charge if the following condi-
tions are met: 

(i) The insurance coverage may be 
obtained from a person of the con-
sumer’s choice,6 and this fact is dis-
closed. (A creditor may reserve the 
right to refuse to accept, for reasonable 
cause, an insurer offered by the con-
sumer.) 

(ii) If the coverage is obtained from 
or through the creditor, the premium 
for the initial term of insurance cov-
erage shall be disclosed. If the term of 
insurance is less than the term of the 
transaction, the term of insurance 
shall also be disclosed. The premium 
may be disclosed on a unit-cost basis 
only in open-end credit transactions, 
closed-end credit transactions by mail 
or telephone under § 226.17(g), and cer-

tain closed-end credit transactions in-
volving an insurance plan that limits 
the total amount of indebtedness sub-
ject to coverage. 

(3) Voluntary debt cancellation or debt 
suspension fees. Charges or premiums 
paid for debt cancellation coverage for 
amounts exceeding the value of the 
collateral securing the obligation or 
for debt cancellation or debt suspen-
sion coverage in the event of the loss of 
life, health, or income or in case of ac-
cident may be excluded from the fi-
nance charge, whether or not the cov-
erage is insurance, if the following con-
ditions are met: 

(i) The debt cancellation or debt sus-
pension agreement or coverage is not 
required by the creditor, and this fact 
is disclosed in writing; 

(ii) The fee or premium for the initial 
term of coverage is disclosed in writ-
ing. If the term of coverage is less than 
the term of the credit transaction, the 
term of coverage also shall be dis-
closed. The fee or premium may be dis-
closed on a unit-cost basis only in 
open-end credit transactions, closed- 
end credit transactions by mail or tele-
phone under § 226.17(g), and certain 
closed-end credit transactions involv-
ing a debt cancellation agreement that 
limits the total amount of indebted-
ness subject to coverage; 

(iii) The following are disclosed, as 
applicable, for debt suspension cov-
erage: That the obligation to pay loan 
principal and interest is only sus-
pended, and that interest will continue 
to accrue during the period of suspen-
sion. 

(iv) The consumer signs or initials an 
affirmative written request for cov-
erage after receiving the disclosures 
specified in this paragraph, except as 
provided in paragraph (d)(4) of this sec-
tion. Any consumer in the transaction 
may sign or initial the request. 

(4) Telephone purchases. If a consumer 
purchases credit insurance or debt can-
cellation or debt suspension coverage 
for an open-end (not home-secured) 
plan by telephone, the creditor must 
make the disclosures under paragraphs 
(d)(1)(i) and (ii) or (d)(3)(i) through (iii) 
of this section, as applicable, orally. In 
such a case, the creditor shall: 
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(i) Maintain evidence that the con-
sumer, after being provided the disclo-
sures orally, affirmatively elected to 
purchase the insurance or coverage; 
and 

(ii) Mail the disclosures under para-
graphs (d)(1)(i) and (ii) or (d)(3)(i) 
through (iii) of this section, as applica-
ble, within three business days after 
the telephone purchase. 

(e) Certain security interest charges. If 
itemized and disclosed, the following 
charges may be excluded from the fi-
nance charge: 

(1) Taxes and fees prescribed by law 
that actually are or will be paid to pub-
lic officials for determining the exist-
ence of or for perfecting, releasing, or 
satisfying a security interest. 

(2) The premium for insurance in lieu 
of perfecting a security interest to the 
extent that the premium does not ex-
ceed the fees described in paragraph 
(e)(1) of this section that otherwise 
would be payable. 

(3) Taxes on security instruments. Any 
tax levied on security instruments or 
on documents evidencing indebtedness 
if the payment of such taxes is a re-
quirement for recording the instru-
ment securing the evidence of indebt-
edness. 

(f) Prohibited offsets. Interest, divi-
dends, or other income received or to 
be received by the consumer on depos-
its or investments shall not be de-
ducted in computing the finance 
charge. 

[75 FR 7794, Feb. 22, 2010] 

Subpart B—Open-End Credit 
§ 226.5 General disclosure require-

ments. 
(a) Form of disclosures. (1) General. (i) 

The creditor shall make the disclosures 
required by this subpart clearly and 
conspicuously. 

(ii) The creditor shall make the dis-
closures required by this subpart in 
writing,7 in a form that the consumer 
may keep,8 except that: 

(A) The following disclosures need 
not be written: Disclosures under 
§ 226.6(b)(3) of charges that are imposed 
as part of an open-end (not home-se-

cured) plan that are not required to be 
disclosed under § 226.6(b)(2) and related 
disclosures of charges under 
§ 226.9(c)(2)(iii)(B); disclosures under 
§ 226.9(c)(2)(vi); disclosures under 
§ 226.9(d) when a finance charge is im-
posed at the time of the transaction; 
and disclosures under § 226.56(b)(1)(i). 

(B) The following disclosures need 
not be in a retainable form: Disclosures 
that need not be written under para-
graph (a)(1)(ii)(A) of this section; dis-
closures for credit and charge card ap-
plications and solicitations under 
§ 226.5a; home-equity disclosures under 
§ 226.5b(d); the alternative summary 
billing-rights statement under 
§ 226.9(a)(2); the credit and charge card 
renewal disclosures required under 
§ 226.9(e); and the payment require-
ments under § 226.10(b), except as pro-
vided in § 226.7(b)(13). 

(iii) The disclosures required by this 
subpart may be provided to the con-
sumer in electronic form, subject to 
compliance with the consumer consent 
and other applicable provisions of the 
Electronic Signatures in Global and 
National Commerce Act (E-Sign Act) 
(15 U.S.C. 7001 et seq.). The disclosures 
required by §§ 226.5a, 226.5b, and 226.16 
may be provided to the consumer in 
electronic form without regard to the 
consumer consent or other provisions 
of the E-Sign Act in the circumstances 
set forth in those sections. 

(2) Terminology. (i) Terminology used 
in providing the disclosures required by 
this subpart shall be consistent. 

(ii) For home-equity plans subject to 
§ 226.5b, the terms finance charge and 
annual percentage rate, when required 
to be disclosed with a corresponding 
amount or percentage rate, shall be 
more conspicuous than any other re-
quired disclosure.9 The terms need not 
be more conspicuous when used for 
periodic statement disclosures under 
§ 226.7(a)(4) and for advertisements 
under § 226.16. 

(iii) If disclosures are required to be 
presented in a tabular format pursuant 
to paragraph (a)(3) of this section, the 
term penalty APR shall be used, as ap-
plicable. The term penalty APR need 
not be used in reference to the annual 
percentage rate that applies with the 
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